Market targeting
LEARNING OUTCOMES
On completion of this study unit you should be able to:

· explain what is meant by the term "target marketing"

· suggest factors that should be considered when selecting a target market
· explain the concept of product positioning

· discuss the positioning process

· describe the positioning methods that marketers can pursue in practice
Getting an overview

The astute retailer realizes that the organisation cannot serve all the consumers in the marketplace equally well-some consumers expect the highest quality products, others consider convenience to be more important, while others again are concerned about lower prices.  It is hardly likely that one retailer will be able to cater for all these diverse consumer expectations.  The organisation should therefore decide which type of consumer it can really serve well, given its own strengths and weaknesses, and then focus its whole effort on this market segment(s).  The choice between the market segments that constitute the total market is called market targeting.  For example, BMW aims its products at different market segments such as the Z3 Roadster for import buyers and the BMW X5 for the muscle-car crowd.  With these two products BMW thus segmented the market in to the traditional buyer, who is a little bit older and looking for performance, and the younger buyer looking for a trendy, upmarket, more expensive vehicle.

Selecting potential target markets

Whether an organisation is a newly established venture or has been in existence for sometime, it has to evaluate the market segments in the marketplace to determine where the lucrative opportunities lie.  For the new concern the choice is easy, but for the existing business it might entail pursuing a whole new direction.  For the retailer, this might mean relocation and/or changing the product selection it carries. Before such a drastic decision is taken a through evaluation of the identified market segments is undertaken.  This involves evaluating them in terms of the following criteria:
· segment size and growth possibilities

· attractiveness and potential profitability

· resources and skills of the enterprise

· compatibility with the enterprises objectives

· cost of reaching the target market

Such an evaluation has an external and an internal focus.  The external analysis entails looking at each market segment in terms of its present size, its future growth potential, likely competitive situation and, ultimately, its profit potential.  An important aspect of this analysis is the "competitor traffic" in the segment.  Even a segment containing many consumers and would show great future growth potential and may not be attractive to enter because of the many, well-entrenched and financially strong competitors already operate in the segment.  The internal analysis entails deciding whether the marketer is able to serve the market segments profitably, given its strengths and weaknesses.  Three factors are of specific importance, namely, whether the business possesses the resources to effectively serve the segment, whether its existing operations are in line with its possible venture in this segment and whether the cost of serving the segment, in terms of investment and operating costs, is not too high for the firm.  If the external and internal analysis of the market segment shows positive results, the marketer can seriously consider choosing the segment as a target market.  The marketer might, however, may have to choose between a number of lucrative segments since it might not have the financial capacity to serve too many segments.

For example, the Edgars group caters for the "black and white, rich and semi-poor, old and young, credit and cash buyer".  Their mission statement, which is "to be the first choice fashion retailer in every market segment and community which it seeks to serve", reflects their task of serving different target markets namely:
· Edgars serves the middle and upper-income groups and its product assortment includes both basic and fashion merchandise.

· Sales House markets classic fashion ranges to a large number of South Africans with moderate but reliable incomes.  These are mostly blue-and white-collar workers.

· The Jet chain markets a wide range of commercial fashion, designed to appeal to the majority of the middle-and working-class consumers.  The characteristics of the major group of blacks who claimed to be Jet consumers are female, aged between 16 and 25, with children. Jet is also a "children's wear" retailer, as juvenile and infant clothing and related items accounted for 30% of all sales in 1987.

Targeting market segments
The exercise of choosing which market segments to serve is called target marketing.  Many business ventures fail not because of a poor product being offered to consumers, but because the wrong customers where chosen to be served.  An important responsibility of marketing management is to advise top management about the potential of serving the different market segments in the marketplace.  Such advice should be based on an in-depth knowledge of the market, gained through experience and by conducting market research on customer and competitive behavior.

There are three basic options when choosing which customers to serve in the market:

· Undifferentiated marketing exists in a homogenous market where all customers are basically similar in their needs and usage of the product; very few opportunities exist for competitors to distinguish their products from one another.  In such a market a business can only pursue an undifferentiated marketing strategy by developing a product that would appeal to most customers in the market.  The organization therefore ignores market segment differences and goes after the whole market with one market offering.  An example of undifferentiated marketing is the Coca-Cola Company’s early marketing of only one drink in one bottle size in one taste to suit everyone.

· In differentiated targeting the firm operates in several market segments and designs different programs for each segment.  For example, IBM offers many hardware and software packages for different segments in the computer market.

· Concentrated targeting occurs when the organization decides to focus all its efforts on one segment in the market by satisfying the unique needs of this segment better than its competitors can, for example, Lamborghini focuses on the luxury sports car segment and directs all its marketing efforts at high-income individuals who want to own high-performance luxury cars.
Summary
An organisation has two primary decisions to make, namely who to serve and with what kind of product.  Market targeting represents the marketer's decision about who the customers are and those customers the organization plans to serve.  A decision of such magnitude should preferably be based on sound information, in this case, knowledge gained from continuously analyzing consumers and from performing the market segmentation exercise.  Choosing between the three market targeting options or approaches, namely undifferentiated, concentrated and differentiated should be a simple one if the groundwork has been done properly.
Product and store positioning

Getting an overview
The image that consumers have of a particular retailer or a specific product as opposed to its competitors determines whether it will be successful or not.  However, a store that is regarded as having quantity merchandise, sold at competitive prices and offering an enjoyable experience will do well.  The same could be said about a good product with good features, competitively priced and easily available to consumers.

Organizations are always trying to improve the image that consumers have off their products and in some case their stores as well.  This is done by improving the quality of the product lines, offering better in-store service and after-sales service, giving the organization a quality image, adjusting the prices of products upwards or downwards, and by using marketing communication that conveys a particular image of the organization.  Harrods, in London, for example, is positioned as a high quality, exclusive department store.  In order to reinforce this positioning with its target market, Harrods makes sure that its product ranges, its staff expertise, its displays and overall store ambience are off equally high-quality.

Product positioning maps aid decision making
Marketers often use positioning or perceptual maps to portray market positions visually.  A perceptual map is a multidimensional graphic image depicting consumer perception.  These maps assist marketers in developing focused marketing mixes or strategies.  It also helps the manager to assess the advantage of an organization's marketing program.

The positioning process

Determining a firm's existing "perceptual position" in the minds of customers and influencing this perception for the better is a continuous an arduous task. Establishing a positive position in the minds of customers does not come overnight, but can be overturned rapidly.  The positioning exercise aims at utilizing all possible avenues to enhance the image of the organization in the eyes of consumers.

The positioning exercise basically consists of determining which characteristics of the, organization and its competitors influence the perceptions of consumers.  These characteristics are called determinant variables or attributes.  Once these factors have been determined the organization can establish, through market research, how it is doing in terms of these variables in the eyes of consumers.

Given the findings of the positioning analysis the organization can then decide whether it wants to change the customers’ perceptions, or it may be satisfied with its present image and merely aim to strengthen its position in future.  The positioning process thus consists of the following steps:
· Identify a relevant set of competitive brands: the positioning process starts with the identification of the relevant set of competitive brands to which a particular producer’s brand will be compared.  It is essential that all relevant competing brands must be identified in order to make the positioning effort worthwhile.  This enables the marketer to identify the strengths and weaknesses of his or her own brand against a competing brand.  It also helps to decide whether to reposition the brand in order to strengthen its position in the market.  Repositioning refers to the changing of a brand's [mostly undesirable] position in the market in the hope that the new positioning would improve the brands appeal amongst consumers.
· Identify relevant determinant or differentiation variables: in essence product positioning has to do with competitive differentiation and the effective communication of this to customers.  Differentiation variables include the following: Product: product features, performance quality, conformity to the target standard, durability, reliability, reparability, style and design.  Services: delivery, installation, customer training, consulting service, repair and miscellaneous.  Personnel: competence, courtesy, credibility, reliability, responsiveness and communication.  Image: symbol, media, atmosphere and events.  The marketer must decide which of the above [or other] differentiation variables should be used in developing a positioning map.  The following example serves to illustrate the importance of using determinant variables.  Although safety is a major concern for all airline passengers, it is not regarded as a determinant variable as most customers use other features such as price, convenient flying times, and service or frequent flyer programs to differentiate between competing airlines.  Appropriate marketing research can aid the marketer in identifying determinant variables.
· Determine consumers’ perceptions: the marketer must establish how consumers perceive the various brands in terms of the determinant variables selected in the previous step.  This step involves the collection of primary data from a sample of consumers, analyzing such data using several statistical techniques.
· Analyze the intensity of a brand's current position: when a consumer is unaware of a brand, such a brand cannot occupy a position in the mind of the consumer.  In such instances, brand awareness must first be established.  However, when a customer is aware of a brand, the intensity of the awareness may vary. The marketer of lesser-known brands must attempt to increase the intensity of awareness by developing a strong relationship between the brand and a limited number of variables.  Competing directly with dominant brands is not advised.  The marketer must identify a target position within a market segment that is not dominated by leading brand.  Alternatively, the marketer must concentrate on a variable that is highly prized by a particular market segment.
· Analyse the brand’s current position: from the data collected from consumers about their perceptions of the various brands in the market, the marketer can establish how strongly a particular brand is associated with a variety of determinant variables.  Brands that are close to each other on the map can be expected to be close rivals, while those that are far apart on the map are considered very different from each other.  Competitive rivalry between such brands is expected to be limited.

· Determine customer's most preferred combination of attributes: this can be achieved by asking survey respondents to think of the ideal product or brand within a particular product category.
For example BMW and Mercedes-Benz are both positioned as high price, high quality products.  Quality is expressed in terms of aspects such as reliability, safety and performance. Pep Stores faces the very tricky positioning task of retaining the image of low price while communicating a quality message.  There is always a risk that the quality message will blunt the basic "low-price" position.

Repositioning a product or store

The images consumers have of brands change over time. Thus, Hewlett Packard (HP) may maintain a reputation for having very reliable printers while losing its position as having the most reliable printers in the industry if a superior competitor involves.  Likewise, HP’s image and position could evolve over time based on marketing mix changes initiated by HP.

The evolution of images and product positions over time is natural and to an extent inevitable.  Product repositioning, on the other hand, refers to a deliberate decision to significantly alter the way the market views a product.  This could involve its level of performance, the feelings it evokes the situation in which it should be used, or even who uses it.  The perceptual position of the product can usually be improved, even if its current position is merely strengthened.  The organization should therefore decide what position it wishes to hold on the positioning map.  Those characteristics of a product offering which must realize the new perceptual position must then be worked on.  For example, if the marketer wants to improve the perception of its product quality, it should look and those factors that influence quality.  The price could be raised to protect a perception of better quality, or the packaging of the product could be made more durable.

Positioning methods

The final step in the positioning process is the section of a positioning or repositioning strategy.  A number of positioning methods may be used to establish a specific perceptual position for a new retailer, to strengthen the existing perceptual position of a current retailer or to reposition a business that has an unsatisfactory perceptual position.  The following include the most commonly used positioning methods:

· Attribute positioning: the enterprise positions itself in terms of one or more outstanding attributes. Benson and Hedges has chosen to position its cigarettes in terms of lightness and taste.

· Benefit positioning: This positioning method emphasizes the unique benefits that the enterprise or product offering offers its customers.  For example, Gillette Contour blades promise a closer shave.

· Use/application positioning: an enterprise can position itself or its products in terms of a product use or application possibility. Graca wine, for example, is positioned as a wine to be enjoyed at all kinds of fun occasions.

· User positioning: the enterprise may position its products with its users in mind.  Marketers of bungee jumping can position their market offering to appeal to the thrill-seekers.
· Competitor positioning: some products can best be positioned against competitive offerings.  BMW find it useful to position their cars directly against the Mercedes-Benz, their closest rival in South Africa.

· Product category positioning: an enterprise can position itself in a product category not traditionally associated with it, thereby expanding business opportunities.  A museum or planetarium, traditionally regarded as an educational institution, may elect to position itself as a tourist attraction.

· Quality/price positioning: the enterprise may claim its product is of exceptional quality, or the lowest price. While Edgars is known for high quality garments, Pep Stores is known for unbeatable prices.

After the marketer has decided on a particular positioning method, it must be communicated to the target market.  Marketing communication is used to let the current and potential customers of the organization know about improvements in its products, and about its product assortment and store characteristics.

Summary

This study unit described product positioning as a process in which the organization aims to determine the existing image of its products in the minds of the customer and then deciding how these perceptions should be changed in future, if necessary.  Positioning decisions form the basis of the marketing strategy to be developed for the future, therefore much emphasis was placed on the positioning process and positioning methods.
