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What’s a market?What’s a market?
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How should market segments beHow should market segments be
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•• WhoWho the customers arethe customers are•• WhoWho the customers arethe customers are
•• WhereWhere they arethey are
•• HowHow they behave they behave 
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What’s a market?

What’s a market segment?
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What’s a market?

A group of individuals or organizations (i.e., buyers) having the willingness and ability to buy goods and services to satisfy a class of want or need



What’s a market segment?

		A group of potential customers in a market who share similar wants and needs that are different from the wants and needs of consumers in other segments
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How should market segments be defined? Three good ways to do it.

		Who the customers are

		Where they are

		How they behave 
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Ask, for each approach, “What tools do we have to define segments this way? Can you think of examples of markets typically segmented this way?”



Who?

		Demographic descriptors (age, income, gender, education, etc.): cereal, clothing, cosmetics, some magazines





Where?

		Geographic descriptors: suntan lotion, snow blowers, trade areas for retail stores





How they behave?

		Benefits sought: bicycles of various types, computers of various types

		Product usage: key accounts among organizational buyers

		Lifestyle/psychographics: health clubs, automobiles/convertibles

		Social class: jewelry, automobiles
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What targeting strategies are available? When should each be used?

		Niche-market strategy

		Mass-market strategy

		Growth-market strategy
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Niche-market strategy

		One or more segments with substantial number of customers seeking somewhat specialized benefits from a product or service

		Strategy is designed to avoid direct competition with larger firms that are pursuing bigger segments





Mass-market strategy

		Ignore any segment differences and design a single product-and-marketing program that will appeal to the largest number of consumers

		Objective of strategy is to capture sufficient volume to gain economies of scale and a cost advantage

		Favored by larger business units or by those whose parent corporation provides substantial support

		A second approach to the mass market is to design separate products and marketing programs for the differing segments





Growth-market strategy

		Often target one or more fast-growth segments

		A strategy often favored by smaller competitors to avoid direct confrontations with larger firms while building volume and share











