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Learning Objectives

After studying these materials, you will be able to:

1. Define market segmentation, and list the four bases most often used to segment  markets.

2. Define what targeting is. What alternatives for choosing target markets exist.

3. Define what positioning is – and explain why it is used.

4. Understand the important new terms.

MARKET SEGMENTATION

Introduction

The “golden rule” of marketing is: “Know thy market!” Firms that live by this rule are generally more successful than those that do not. And the fact that most new businesses and products fail is proof that many firm do not know their markets.
· Assignment

Before you study the case revise:

· what the term  “market segment” means

· what  it means  “ to target a segment”

· what ‘marketing mix” is.

Study the case

Motel 6 saw an opportunity. Most motels were pretty much alike – but some travelers were not satisfied with what they offered. These customers didn’t want to pay extra for room service, a fancy restaurant. They just wanted a clean room, a good location, and a budget price for a one-night stay. Marketing managers for Motel 6 identified several groups of customers – vacation travelers in the 55-plus age brackets, sales people who pay their own travel expenses, and young families – with similar “budget –oriented” interests. Then they developed a marketing mix specifically targeted at these segments. They build less costly motels without showy lobbies, swimming pools, and restaurants. They located near highways and inexpensive eateries like McDonald’s that appealing to their target customers. They used radio ads – rather than costly TV and print ads – to convey their message. They set the price low – about half what most motels charged. This budget – oriented strategy was very profitable – and other motels began to copy it.

Answer the questions:
What an opportunity did the company see?

What segments did they identified?

What marketing mix did they develop to target the segments?

The case shows  that marketers of a company look for attractive market opportunities – ones that enable the company to get a competitive advantage. They use market segmentation to identify possible target markets. A company that has identified these target markets and pinpointed their specific needs can then tailor its products and promotion. 

You are going to study the materials on “Market segmentation”. 

· Pay attention to key terms (look up the unknown terms at the Business English Dictionary).

· What are the Russian equivalents to these terms?

· Make a plan of the lecture when you read it. 

 MARKET SEGMENTATION

· Types of market .

A central concern in marketing is the market – the group of sellers and buyers who are willing to exchange goods and/or services for something of value. Markets can be classified in two broad categories. The consumer market consists of individuals or households that purchase  or hire goods and services for personal use. The industrial/organizational market is made up of enterprises that buy goods and services for resale to the consumer market or for their own operations. Different techniques are required to reach these markets. 

· Market segmentation

The marketer’s job is to winnow those most likely to buy from the universe of potential customers.

The basic reason for a marketing manager to focus on some specific target customers is to gain a competitive advantage-by developing a more satisfying marketing mix that should also be more profitable for the firm.

Market segmentation - is the process of dividing the total market into smaller groups of potential customers exhibiting homogeneous characteristics who might require separate products or marketing mixes.

Market segmentation is several-step process. It is concerned with:

(1) considering the alternative bases for segmentation; segmenting broad markets into more homogeneous submarkets;

(2) choosing specific segments or a single segment (target market) within that base;

(3) determining appropriate service levels for these segments (marketing mix).

Marketing-oriented managers think of segmenting as an aggregating process- clustering together people with similar needs into a “market segment”. A market segment is a (relatively) homogeneous group of customers who will respond to a marketing mix in a similar way.

Buyers are divided into classes who differ in their product needs or buying responses and who are often identified by varied combinations of factors, such as age or income.

· The four most common bases for segmenting the consumer market are:

1. demographic,
2. geographic
3. behavioristic,
4. psychographic (see exhibit 1). 
Demographic segmentation
For many products, considerations such as the buyer’s age, sex, income, occupation, or education are the most useful clues to market segmentation. Such factors are the subject of demographics, or the statistical analysis of population. The cosmetics industry lends itself to this form of segmentation, since age, sex, and income all influence a consumer’s purchases of skin care and beauty products. Noxell Corp., one of the most successful companies in the industry, created the Cover Girl line for young working women interested in inexpensive, no-nonsense cosmetics.

Geographic segmentation

Potential customers in different locations often have special needs or tastes. When those sorts of differences are important, it makes sense to use geographic segmentation. More surfboards are bought in Honolulu than in Manhattan in the USA. As Exhibit 2 illustrates, many other products can also be segmented geographically.

Behavioristic segmentation

Another way to segment a market is to classify customers on the basis of their knowledge of, attitude toward, use of, or response to products or product characteristics. This approach is known as behavioristic segmentation.  Imagine that you are in the hotel business. You might classify potential customers according to when and why they stay in hotels, making a distinction between business travelers and vacationers. You could then tailor your service and promotion for one group or the other.

    You could also think in terms of the benefits your customers might seek. Some travelers, for example, might be interested in price, others in status, service, location, or dependability. You could gear your hotel marketing plan to appeal to each group.

    Measurement of the extent to which a product is used provides another behavioristic approach to segment both consumers and industrial markets. With this approach, a company divides its market into nonusers, former users, potential users, occasional users, and frequent users. As a rule of thumb(‼), marketers expect 80 % of a product’s sales to come from the 20% of the customers who are frequent  users. By focusing on these customers, the company gets more “bang for its marketing buck” Another approach is to classify potential customers according to whether they use your product or your competitor’s product.  This enables you to develop a marketing approach aimed at your competitor’s possible weakness. Pepsi, for example, has    used the “taste challenge” in ads against Coke.

(‼) as a rule of thumb (IDM) – a rough practical method of assessing or measuring sth, usually based on previous experience rather than on exact measurement, and therefore not completely reliable in every case or in every detail

Psychographic segmentation

Psychographics is a relatively new specialty that characterizes consumers in terms of psychological make-up – their social roles, activities, attitudes, interests, opinions, and lifestyles. Psychographic analysis focuses on why people behave the way they do. In segmenting a market psychographically you would examine a person’s brand references, favourite radio and TV programs, reading, habits, values, and self-concept.

   One of the best-known psychographic studies was performed by SRI International, a marketing-research firm whose Values and Lifestyle (VALS) program categorizes each consumer as one of nine types. The “belongers”, for example, are a conservative group. They are “people who want to fit in and not stand out. They’re church-and-family oriented.” To reach this group, SRI International suggests, you emphasize “brand – brand recognition, brand name. You say you’ve been around a long time. Features are important to belongers, but they’re secondary to brand.” Another way to reach belongers is to stress the idea that other people like the product.

· Bases for segmenting industrial markets:

1. Demographics Business markets can be segmented by industry segmentation focuses on which industries buy the product. Company size can be used. 

2. Geographic location may be used to group businesses by proximity.

3. Operating Variables Business markets can be segmented by technology (what customer technologies should be focused on?), user/nonuser status (heavy, medium, light) or customer capabilities (those needing many or few services)

4. Purchasing Approaches  

5. Situational Factors Situational segmentation may be based upon urgency (such as quick delivery needs), specific application (specific uses for the product) or size of order (few large or many small accounts).

6. Personal Characteristics Personal comparisons can lead to segmentation by buyer-seller similarity (companies with similar personnel and values), attitudes toward risk ( focus on risk-taking or risk-avoiding companies) or loyalty (focus on companies that show high loyalty to their suppliers).

· Bases for segmenting international markets

Companies typically segment international markets by geographic location, economic factors, political and legal factors or international (need similarity) factors.

· There are certain requirements for market segments. 

“Good” market segments meet the following criteria:

1. Homogeneous (similar) within – the customers in a market segment should be as similar as possible with respect to their likely responses to marketing mix variables and their segmenting bases (dimensions)

2. Heterogeneous (different) between – the customers in different segments should be as different as possible with respect to their likely responses to marketing mix variables and their segmenting dimensions.

3. Substantional – the segment should be big enough to be profitable.

4. Operational – the segmenting dimensions should be useful for identifying customers and deciding on marketing mix variables.

EXERCISES
1. Comprehension

True/ False questions

1. There are only two types of market. 

2.  Market – the group of sellers who want to sell their product/services . 

3. The consumer market consists of people or households that buy or hire goods and services for non-business use. 

4. Market segmentation   - division of a market into subgroups.

5. Market segment - group of individuals or organizations within a market that  buy the same products.                                                      

6. Psychographics - classification of customers on the basis of their behaviour.

7. Demographics - study of the statistical characteristics of a population.

8. Competitive advantage- an advantage that makes a company more able to succeed in competing with others.

 9. Homogeneous means “different”.

2. Vocabulary 1
 Match the words from the text with their definitions.

1 consumer                                 a   a person or an organization that competes against others

                                                          in business; a rival

2 marketing                                b  a number or range of different things

3 household                                c  a business company or firm

4 enterprise                                d  all the people living together in a house

5 assume                                     e  to make sth different from or superior to others

6 differentiate                             f   to start or cause sth to start to exist and then become greater

7 variety                                     g  the theory and practice of presenting, advertising and selling

                                                       things

8 to set sth apart from sth           h  to accept sth as true

9 competitor                                i  a person who buys goods  or uses services

10 make up                                 j   to see or show that two things are different

11 develop products                    k  to  form or constitute

3. Vocabulary 2

1 homogeneous                          a be easily seen; be noticeable

2 lends itself to sth (phrase)       b be in harmony with sth/sb

3 tailor sth to sth/for sb              c form a close group                                          

4 make-up                                  d  combine separate items into a single

                                                       group or total                                                             
5 fit in                                         e  be suitable for sth; contribute or add sth to sth             
6 stand out                                  f  formed of parts that are all of the same type  

7 aggregate                                 g make or adopt sth for a particular purpose, person 

                                                      or type of person

8 cluster                                      h the combination of qualities that form a person’s  

                                                      character or personality
4. Abbreviated segments.  

What do these abbreviations mean? Find the missing word in each case. Clues are given in brackets (for help look up at the Longman Business English Dictionary).

YUPPIES, Young Upwardly-mobile Professional People, emerged in the 1980s as a high-spending segment of particular interest to marketing people. Marketers might consider the following groups as segments. 

1 DINKS : Double …………… No Kids.

(These couples have no children and therefore a lot of money to spend on themselves, as they both go out to work.)

2 FEMS : First-time Expectant ……………… .

(These women may soon no longer be part of a DINKS couple.)

3 DUMPS : Downwardly - ……………Professionals.

(Out-of-work professionals fallen on hard times.)

4 GUPPIES:  Green …………..-mobile Professionals.

(Environmentally aware, but ambitious in their careers.)

5 BOBOS : Burnt - ……………. But Opulent  people.

( Rich, but exhausted.)

6 SWELLS : Single Women ………… Lots in London.

(Unmarried women on high salaries in London.)

5. Answer the questions. (Option: present the material as a lecturer/or answer the questions on issue as a lecturer)

1. What is market segmentation?

2. What is market segment?

3. Why do companies segment the market?

4. What are the steps (stages) of segmentation?

5. What are the bases for segmenting: consumer, industrial, international markets?

6. Characterize each bases of segmentation.

7. Describe a “good” market.

6. Writing / Discussion

Assume you have been asked to segment the following broad product-market: fast food (you can choose other product market). Think about the many product offerings in this market and the people who buy them. Then, answer the following questions.

1. List all the needs you can think of that potential customers may have in this product-market area. Be sure to focus on needs rather than product features.  

2. Identify three or four “good-sized” submarkets of this product market.

3. Draw a picture of the product-market and the subproduct - markets you identified. Vary the size of the segments to show what you think might be their estimated market potential. Give each segment a name.

4. Now, for the product-market that you identified in question 2, show:

a) the name of each segment

b) each segment’s important needs

c) other customer characteristics for each segment-especially demographic or lifestyle dimensions

d) the type of products that would appeal to each segment.

Product-market 1

a) Name: ……………………………………..

b) Needs: …………………………………….

c) Characteristics: …………………………….

d) Products: …………………………………..

Product-market 2

e) Name: ………………………………………

f) Needs: ………………………………………

g) Characteristics: ……………………………...

h) Products: ……………………………………

If you were a marketing manager, what else would you like to know about possible product-market before selecting a target market?

7. Research work

The following information  presents the results of market research conducted for Levi Strauss & Co. The company hired consultants to ask 2,000 U.S. men about their preferences in clothing. Based on their answers, the consultants concluded that every U.S. man fits into one of the five categories in the chart. Executives at Levi Strauss use this market research information to develop new menswear products.

The U.S. Menswear Market

26%   Utilitarians

· Are young

· Wear jeans for work and play

· Do not worry much about clothes

· Do not have much money for clothes

21% Classic Independents

· Are in their thirties or forties

· Prefer natural (wool, cotton) fabrics

· Shop in specialty stores, by themselves

· Enjoy looking traditionally well dressed

· Spend a lot of money on clothes

· Like to have their clothes custom tailored

· Are the target customers for Tailored Classics.

20% Mainstream Traditionalists

· Are over forty-five, married, conservative

· Like permanent press (no-iron) fabrics

· Shop in department stores, with their wives

19% Trendy casuals

· Are young, or feel young

· May wear jeans to work

· Like fashionable clothing brands

· Enjoy nightlife and dressing up for it

14% Price Shoppers

· Tend to be older

· Buy only inexpensive, or cut-rate, clothes

· Shop in discount or department stores.

Can these five segments be used to describe the menswear market in your country? Explain.
Do a market survey interview of a male student. Try to determine his preferences in clothing by asking if he wears jeans and when, where he shops for clothes, how important clothes are to him, and if he shops alone or not.

Then, based on his answers, decide which segment of the menswear market he fits into.

MARKET TARGETING

To choose the target market of all the segments, a company must evaluate each market’s attractiveness and select one or more segments to enter. This process is known as market targeting.
· Evaluating market segments
For evaluating market segments the following criteria are used. Market segments should be:

1. Accessible - it should be possible to communicate with segment markets with a minimum of overlap with other segments and distribution channels should available to reach them.

2. Measurable – it should be possible to measure or estimate the size of the segment and to quantify the impact of varying marketing mix strategies on the segment.

3. Sizeable – the segment should be sufficiently large, to make it financially worthwhile to service.

( from “Relationship Marketing” Christopher M., Payne A. Butterworth-Heinemann, 1997; p.48)

· Selecting market segments

  There are basically four alternative approaches to selecting target market:

1) undifferentiated

2) concentrated

3) differentiated

4) customized

Undifferentiated

When a company engages in undifferentiated marketing, it doesn't subdivide the market at all. Rather, it concludes that all of the buyers have similar wants and can be served with the same standardized product. This approach is commonly used with basic products such as sugar, salt, and gasoline, which are physically and chemically identical regardless of who produces them.

    Undifferentiated marketing has one big advantage: it enables a company to minimize its production and marketing costs. With only one basic product to manufacture and promote, the firm achieves economies of scale. However, firms that follow this approach are vulnerable to competitors who use a more targeted approach.

Concentrated (single target market approach)

A concentrated marketing approach is aimed at a single market segment. All of the organization’s efforts are directed towards satisfying the specific needs of the target customer group.

Carnival Cruise typifies those companies that have made their mark using a concentrated marketing approach. Until Carnival came along, most cruises were designed for the wealthy. But Carnival saw an opportunity to sell cruise vacations to the common men and women. The firm’s formula was to offer all-inclusive air-and-sea packages priced about 20 percent below the competition and to schedule relatively casual four-day and seven-day cruises that were more compatible with the average person’s budget and vacation schedule. The strategy has enabled Carnival to achieve a dominant position in the cruise industry.

    For all its attractions, the concentrated strategy has several disadvantages. The organization sales are limited by the size of the segment, and business tend to fluctuate according to the changing tastes and fortunes of a particular customer group. Furthermore, the organization has all of its eggs in one basket – if competitors move in, sales can plummet.

Differentiated (multiple target market approach)
With a differentiated marketing approach, the organization avoids some of the problems associated with concentrated marketing. Instead of focusing on a single segment, the firm selects several target customer groups then varies the elements of the marketing mix to appeal specifically to each segment. In fact, adding new market segments is a logical way to build business. 

    Differentiated marketing is probably the most popular segmentation approach, particularly for consumer products. However, it requires substantial resources, since the organization incurs additional costs in tailoring its products, prices, promotional efforts, and distribution arrangements for each segment.

Customized
Companies that use a customized marketing approach view each customer as a separate segment and tailor the marketing mix to that individual’s specific requirements. This approach is necessary in certain types of industrial markets where the product cannot be standardized. Civil-engineering firms, for example, must design each bridge, road, or sewer system to meet the specific requirements of the customer. This approach is also used for many consumer services such as interior design, home repairs, and custom tailoring.

8. Vocabulary

Match the words from the text with their definitions.

1 winnow  (from sth)                               a   fall steeply or rapidly

2 universe                                                b  risk everything one has

3 pinpoint                                                c to rise and fall, change frequently

4 fluctuate                                               d reduce the number in a set of people or things until 

                                                                  only the best ones are left 

5 have all eggs in one basket (IDM)       e  great amount

6 plummet                                               f define sth exactly

9.  Explain in your own words.

1. Competitive advantage

2. Market targeting

3. Economies of scale 

4. Undifferentiated 

5. Concentrated                approaches to select target market

6. Differentiated

7. Customized

10. Compare four approaches to target marketing. Complete  the table:

	Target customers
	Market approach
	Advantages 
	Disadvantages

	Undifferentiated

(entire market)
	Sell single product to everyone, using same pricing, promotion and distribution
	Minimizes costs
	Makes company vulnerable to competitors who focus on specific niches

	             ?
	              ?
	              ?
	              ?


Compare your completed table with the EXHIBIT 3  on page 23

 POSITIONING

is the process of formulating competitive positioning for a product and a detailed marketing mix. A product’s position is the way the product is defined by consumers on important attributes.

Finding target market opportunities is a continuing challenge for all marketers. Understanding how customers view current or proposed offerings is often an essential part of this challenge. And understanding customer perceptions is more difficult when different segments of the market have different needs and different views of how well the products meet those needs. Developing insights requires that you try to answer questions such as: Are there customer segments with needs which no existing products are satisfying very well? Could our existing product be modified to do a better job of satisfying the needs of some segment? Could promotion be used to communicate to consumers about aspects of the product- so that target customers would “see” it in a different way?

       Positioning can help to answer such questions. Positioning uses marketing research techniques which measure customer views of products or brands according to several product features ( e.g. do consumers think of a brand of detergent as “gentle” or “strong” relative to other brands?). Usually, customers are also asked to decide the amount of each feature than would be “ideal” (e.g. how strong a detergent do you want?)

     The results are plotted on a diagram- called a “product space”. Each dimension represents a product feature which the customer feel is important. The diagram shows how each product or brand was rated on each of the dimensions. In other words, how the various products or brands are “positioned” relative to each other – and relative to the “ideal” products or brands of different segments of customers.

   Looking at a product space for a market, a marketing planner may see opportunities to “reposition” existing products or brands through product or promotion changes. Or he may spot an empty space which calls for the introduction of a new product. Often it is quite surprising to see that customer views of market offerings differ a great deal from the views of marketers.

11. Answer questions.

1. What is positioning?

2. Why do companies use positioning?

3. What techniques does positioning use?

4. What product or promotion changes can a company make to reposition product or brand?

12.  Complete the text using these words.
appealing                 competing            developing              forecasting              dividing  

 existing       minimizing            purchasing              switching                   targeting

Market segmentation means (1) ……… a market into a distant subsets of customers with different needs, according to different variables that can play a role in (2) ……….. decisions. These can include geographical factors- region, population density (urban, suburban, rural),size of town, and climate; demographic factors such as age, sex, family size, or stage in the family life cycle; and other variables including income, occupation, education, social life, and personality.

   If there is only one brand in a market, it is likely to be positioned in the centre, so as to attract the most consumers possible. (3) ………. To all groups from the centre with an undifferentiated

 Product gives a company the largest potential market, while (4) ………… production, inventory, market research and product management costs. A new competitor can either situate its product next to the (5) …………….. one, in a straightforward battle for market share, or try to find a corner of the market in order to gain  the loyalty of a consumer group not satisfied with the centre brand.

   If there are several brands in the market, they are likely to position themselves fairly evenly throughout the space and show real differences to match differences in consumer preference. If, on the other hand, several producers are (6)………… for the largest centre segment, new entrants onto the market will probably find that smaller segments with less competition are profitable. In fact, (7) ………….. a particular market segment is often the only realistic strategy for firms with limited resources, although it may be risky, as the segment might get smaller or even disappear, or be attacked by a larger competitor.

  At the beginning of a product’s life cycle, companies often produce only one version, and attempt to develop demand by undifferentiated marketing, before (8) ………………. To differentiated marketing in the product’s maturity stage. Differentiated marketing involves (9) ……. several brands, each positioned in a different segment. This obviously maximizes total sales, but equally increases R&D, planning, market research, (10)……………., production, promotion, administration and inventory costs.

REVISION

13. Review questions

1. Define a market.

2. Identify and contrast the two basic types of markets.

3. Define market segmentation, and list the four bases most often used to segment markets.

4. What factors are considered in a demographic approach to market segmentation?

5. How does an undifferentiated approach to market targeting differ from a concentrated approach?

6. Define positioning.

14. True – False Questions

1. Attractive opportunities are those that the firm has some chance of doing something about – given its resources and objectives. (T)

2. A firm with a “competitive advantage” has a marketing mix that the target market sees as better than a competitor’s mix. (T)

3. A market consists of a group of potential customers with similar needs. (F)

4. Effective market segmentation requires  step process: (1) considering the alternative bases

     for segmentation; segmenting broad markets into more homogeneous submarkets; 

    (2) choosing specific segments or a single segment (target market) within that base;

    (3) determining appropriate service levels for these segments (marketing mix)(T)

5. When segmenting markets, “good” market segments are ones which are heterogeneous within, homogeneous between. (F)

6. “Positioning” refers to a packaged goods manufacturer’s efforts to obtain the best possible shelf or display location in retail stores. (F)

7. Marketing mix is blend  of elements/features satisfying a chosen market, making your product more appealing to your target segments. The marketing mix is a combination of four major ingredients: product (ideas, goods, or services), price, place (distribution), and promotion. (T)

15. Multiple –Choice Questions (Choose the correct response)

1. A market consists of:

a. a group of potential customers with similar needs.

b. various kinds of products with similar characteristics.

c. sellers offering substitute ways of satisfying needs.

d. sell the firms within a particular industry.

e. Both a and c. 

2. Market segmentation:

a. tries to find heterogeneous submarkets within a market.

b. means the same thing as marketing strategy planning.

c. assumes that most submarkets can be satisfied by the same marketing mix.

d. assumes that any market is likely to consist of submarkets.

e. All of the above statements are true statements. 

3. Segmenting:

a. is essentially a disaggregating or “break it down” process.

b. assumes that all customers can be grouped into homogeneous and profitable market segments.

c. tries to aggregate together individuals who have similar needs and characteristics.

d. usually results in firms aiming at smaller and less profitable markets

e. assumes that each individual should be treated as a separate target market. 

4. “Positioning”:

a.   involves a packages-goods manufactuee’s  attempt to obtain the best possible shelf space for its products in retailing outlets

b. is useful for segmenting.

c. helps strategy planners see how customers view various brands or products in relation to each other.

d. applies only to existing products, not new ones.

e. All of the above are true.

5. Having segmented its market, the Stuart Corp. has decided to treat each of two submarkets as a separate target market requiring different marketing mix. Apparently, Stuart is following the …………target market approach.

a. single

b. customized

c. multiple 

6. “Positioning” is concerned with:

a.   how current target customers view the products available from one company.

b.   how customers view the competing brands in a market.

c.   an analysis of the design strength and weaknesses of products in a market.

d. the economic factors that affect consumer choices among alternative brands.

e. None of the above is true.

Texts  and Articles

Text 1.

Pre-reading: 

What is the difference between art and the arts?

What image do museums have for you?

When do you visit a museum?

Skim and scan:

a) What does V&A stand for?

b) What type of promotion has the V&A used?                      

caff = short slang for cafe; a place to have a drink and expensive food 

ace = slang for ‘first class’

                       ( from Maggie Jo St John     Marketing Pearson Education Ltd 2000)

Complete the table.

	Promotion technique
	Target market

	mailings
	Young working people

?


Text 2.

INTERNATIONAL OUTLOOK

Pre –reading

How do you understand “global market”, “global marketing”?

What products do you think are global?

Do cultural differences influence  marketing?

Read the text 

Give an oral summary  of it.

Write an essay about the problem of the article.
Global Marketing: Can Universal Appeal Overcome Cultural Differences?

You’ve got a great product that’s been selling like hotcakes in the United States. Now you want to market it in other countries. How do you go about it? Do you go into each country and conduct extensive market research so that you can adapt – or even create -  the product, the packaging, and the promotion specifically for that culture? Or do you keep everything the same for all countries, changing only the language on the package and the advertising? In other words, do you go local or do you go global?

  According to Harvard marketing professor Theodor Levitt, global is the only way to go. He argues that, thanks to telecommunications and cheap, easy travel, consumers the world over are becoming more and more alike. People everywhere share certain needs and desires, which allows for standardized products at low prices sold the same way around the world. He points to Coca-Cola as the perfect example of a global product. In Levitt’s view, adopting a global marketing perspective not only saves time and money in production and advertising outlays but helps a company clarify its focus and objectives, making operations easier to manage and coordinate.

When Levitt’s ideas were first published in the early 1980s, many companies thought he made a lot of sense and jumped on the global bandwagon. But many more were wary of the whole idea. They saw numerous barriers to world-wide product standardization, including problems in technology, packaging (colours, for example, can have different meanings in different cultures), consumer habits (it’s difficult to sell cereal to Brazilians, who don’t eat breakfast), and even physical characteristics of consumers (Japanese tend to be small, and many products are too big or heavy for them).

  Of course, there are global products. On the streets of any major city in the world, you’ll be able to stop for a snack at McDonald’s, Pizza Hut, or Kentucky Fried Chicken. You’ll see people wearing Levi’s jeans and Swatch watches, carrying Gucci bags. They’ll be driving Hondas and Volkswagens, shooting pictures with Canon cameras containing Kodak film, then heading home to watch “Santa Barbara” on their Sony TV’s.

  The market for such products, according to consultant Kenichi Ohmae, is primarily in what he calls the “Triad”: the United States, Europe, and Japan. In his book Triad Power: The Coming Shape of Global Competition, Ohmae suggests that what many consider to be “global” products – those with a universal appeal – have their greatest demand within the Triad because of the increasing homogeneity of consumers on these three major areas. He notes that high educational levels, exposure to television, and high level of purchasing power lead to a similar lifestyle in these areas, setting them off from the rest of the world. Ohmae does believe, however, that some modifications should be made to adapt to each market. Manufactures should strive to make the “insides” of a product the same for all countries but modify the exteriors to meet specific consumer desires. For example, pianos can have the same basic design and components, but Americans prefer a woodgrain exterior (as a fine piece of furniture) while Japanese want black enamel (as something used primarily as an educational tool for children).

   Along these same lines, other experts have suggested that products can be standardized globally but that brands need to reflect local conditions in terms of positioning and promotion. One marketing authority has summarized this approach as “Think global, act local”. Thinking global refers to looking for something that people in many countries have in common and appealing to that common need with a universal product or service or one that is easily modified. Acting local means basing marketing strategies on knowledge of consumer behaviour and desires in specific target areas.

  It seems, then, that global marketing is a great idea if (1) your product is one that lends itself to standardization and has universal appeal, and (2) you take local cultural conditions into account when it comes to the specifics of branding and promotion.

Levitt himself has clarified his position by stating that he is not against some modifications on a local basis. Whether all products can be marketed like Coke remains to be seen.

(from  Rachman David J.  Business Today  Sixth Edition  McGraw-Hill Publishing Company, 1990)

VOCABULARY

sell like hot cakes (IDM) – to sell quickly or in great numbers or quantity.

Bandwagon – any popular or fashionable activity

To climb/jump on the bandwagon (IDM) – to join other in doing sth fashionable or likely to be successful

Articles

Article 1.

King of the channels spreads Disney’s magic

(abridged)

by Raymond Snodd , Media Editor

Assignment

· Pre- reading

What do you know about Walt Disney Company?

What do you know about the founder of the company?

What are the current activities of the company?

· Read the article.

Give the summary of the article.

What is the company and its product?

What market segments do they target?

What  bases of market segmentation did they use? Prove your answer by sentences from the article. 

  The 75th birthday of Mickey Mouse merely drew attention to the fact that the cartoon icon had known better days and the internecine warfare among Disney board members has overshadowed movie successes such as Pirate of the Caribbean.

  But the atmosphere is rather different in the Hammersmith headquarters of David Hulbert’s corner of the Magic Kingdom – Walt Disney Television International. There, amid the calm, the story is one of new channel launches, new programmes and distribution deals and ambitious plans for continuing international expansion.

  Hulbert, president of television operations outside the US and one of the most senior British executives in the Disney  empire says that Disney, in line with a lot of US media  companies, has had quite a tough couple of years. During the last year to 18 months a lot of the underlying parameters have come back quite strongly – advertising, tourism.

  In London it has simply been a time for expansion. The premium-pay Disney Channel launched in Japan in November, after nearly 4 years’ planning, and already has more than 2 million subscribers. More than 3,000 attended the launch party, including 350 journalists.

   Hulbert explains that the reason for the long gestation period was the need to get it right in Japan, which is not only the second-biggest media market in the world but one where the Disney brand – Mickey Mouse in particular – is very strong.

  “In Japan, Mickey is the equivalent of Tom Cruise,” says Hulbert, adding that the country is one of Disney’s biggest markets.

  Japan is the latest of a flurry of international launches for the Disney Channel that has included Denmark, Sweden and Norway, followed by New Zealand and Hong Kong. The Hong Kong launch is particularly important because of plans for a Disney theme park there.

  Expansion is also planned for the UK, where Hulbert,{ a management consultant who worked for Seagram, the drinks group, before moving to Disney,} is climbing on board Freeview.

  Hulbert has decided to take a long-term view of the prospects of the free-to-air digital service by launching the Day-time channel in the next few weeks. Details have not yet been revealed but the channel, which will not carry the Disney brand, will offer general entertainment targeted at a female audience.

  “Ultimately we are a programming company, and the nature of being a programming company is that you need access to the market, so we invest a little bit ahead,” says Hulbert.

  Because he is a programme maker and a programme and channel distributor around the world, Hulbert has a bird’s eye view of trends in the television business.

  The former McKinsey management consultant believes that multi-channel television in Europe is now getting to the point reached by the American market ten years ago, with more and more segments of new channels.

  In the UK, he believes, 63 per cent of children now live in multi-channel homes and the new channels account for 70 per cent of their viewing. “That is exactly what happened in the US, where segment markets like kids, history, news, women’s lifestyle all organised themselves in well-focused channels.”

  [The phenomenon will mean more and more competition for the UK’s terrestrial broadcasters such as ITV and BBC.

  Around the world , according to Hulbert, rationalising is producing  a common model for the broadcasting industry. “Typically, you are getting a public broadcaster, a couple of free-to-air groups, one or two cable systems and one satellite company.”

  European regulators, in Hulbert’s opinion, are not keeping up with the new reality. He believes that regulators could be concentrating on the “gate-keepers” such as Sky Italia- pert of The News Corporation, parent company of The Times – rather than penalising programme suppliers.

  “Brussels has tended to paint the US studios as the bad guys in the European pay-TV environment,” says Hulbert. “There is a sense that the studios are something like a club who work together. Apart from being illegal, that isn’t true anyway because we are intensely competitive.]

  Hulbert will also be submitting “robust” views on the BBC’s digital children’s channel when they are reviewed by the Government. Even the BBC is a major Disney customer. It recently bought rights to show more than 100 films including Calendar Girls, Chicago and Pirates of the Caribbean. 

  But for now Hulbert’s attention is directed farther afield. The Disney executive is looking seriously at expansion possibilities in “the big emerging territories” such as Russia, China and India.

   “I and the company are very focused on building Disney for the next decade in these markets because they represent 30 per cent of the world’s population,” says Hulbert, who is already planning to launch a host of channels in India.

  The company does not want just to export American programmes. The emphasis is on local co-production.

  “We shoot it in a very cost-effective way,” says Hulbert from his profitable outpost of the Magic Kingdom.

  “Things like that I want to do more of.”

                                                                                 (The Times Friday January 9 2004)

Article 2.

New service beams live to your phone

 (abridged)

by Raymond Snobby

Assignment

· Pre –reading

What do you know about British television industry?

What are the functions of modern mobile phones? 

Is there any link between television and mobile phones?

· Read the article.

Give the summary of the article.

What is the company and its product?

What market segments do they target?

What  bases of market segmentation did they use? Prove your answer by sentences from the article. 

FOR those who cannot bear to take their eyes off people trying to stop themselves falling asleep for a week – help is at hand.

  A new company, Vemotion, has linked up with Channel 4 to broadcast Shattered – the sleepless reality show which launched this week – live 24 hours a day to mobile phones.

Tony Antoniou, the executive executive of Vemotion, says the broadcasts are the first “proper” live broadcasts to video-enabled mobiles with high-quality pictures.

  Those who want to watch contestants, who are trying to stay awake to win up to 100,000 pounds, can watch the live pictures for up to 24 hours (if they can stay awake that is).

  The charge is 1 pound, but the telephone tariffs charges are, of course, extra.

  Shattered has been attracting television audiences of up to 1.8 million people.

  Vemotion is already carrying Bloomberg’s 24-hour news, cartoons and music videos  on an experimental basis.

  The deal with 4Ventures, the commercial arm of Channel 4, and Endemol UK, producers of Shattered, is the first agreement with a broadcaster.

  “This is a huge advance for broadcasters through the opening of a critically important and complementary channel for their services,” Antoniou says. Once the Shattered contestants have finally been allowed to slumber untroubled the plan is to broadcast other Channel 4 programmes live on mobile phones.

  The next is likely to be The Salon, the Channel 4 view of continuing life in a London hairdressers. The next series of Big Brother is also likely to be broadcast via mobile.

 Vemotion licensed the technology from BT before developing it further.

 The independent company is now planning to have talks with other broadcasters, including Bloomberg, so that it can offer other live broadcast services to people on the move.

  Broadcasters are all starting to take a keen interest in the future of mobile communications and see a new revenue stream and a new market for their content.

  There is an obvious demand for up-to-date sporting clips such as the latest goals at top football matches.

  The new Channel 4 service will demonstrate whether there is an appetite for live coverage of reality shows.

  If so the revenues for all concerned could ultimately be considerable. 

                                                                                   (The Times Friday January 9 2004)

EXHIBITS

    EXHIBIT 1.

Common Bases for

Segmenting a Market
The purpose of segmenting a market

is to identify a group of customers 

who are likely to value the same 

things in a particular product or service.


EXHIBIT 2.

Geographic Markets for Selected Products in the USA

Regional differences in tastes and needs

provide a useful basis for segmenting the market

for many products.


EXHIBIT 3.

Comparison of the Four Basic Segmentation Strategies

Different types of products and markets lend themselves to different segmentation 

strategies.
[image: image1]
KEY TERMS GLOSSARY

1. Market                                        People who need or want a product and who have money to   

                                                         buy  it

2. Consumer                                   1 a person who buys goods, products and services for their

                                                         own use, not for business use or to resell

                                                         2  a person, organization, industry or country that uses

                                                          products, services, energy, or natural materials.   

3. Consumer market                       Individuals who buy goods or services for personal use

4.  Industrial/                                 Customers who buy goods or services for resale or for use
organizational market                   in conducting business

5. Market segment                        A group of customers that share similar characteristics, such

                                                        as age, income, interests, and social class 

6. Target market                          Specific group of customers to whom a company wants to sell 

                                                        a  particular product

7.  Market segmentation              Division of a a large group of people into smaller groups of

                                                        people of a similar age or with similar incomes, interests etc, 

                                                        so that products that are most suitable for each group can be 

                                                       sold to it.

8. Demographics                           Study of the statistical characteristics of a population

                                                       Details of the type of people that make up a particular group,

                                                        in particular their age, sex, and income. The term is used in

                                                       marketing to talk about the groups of people who buy 

                                                       a particular product

9.  Geographic segmentation        Categorization of customers according to their geographic

                                                        location

10. Behavioristic segmentation     Categorization of customers according to their relationship

                                                       with  products or  response to product characteristics

11. Psychographics                       a way of dividing customer into different groups according to

                                                        qualities such as a person’s character, the way they live, and 

                                                          how important price, quality etc is to them

                                                        make-up

12.  Undifferentiated marketing    Marketing program that offers a single standard product to

                                                          all consumers

13.  Concentrated marketing         Marketing  program aimed at a single market segment

14.  Differentiated marketing        Marketing program aimed at several different market 

                                                         segments,  each of  which  receives a different marketing mix

15. Customized marketing            Marketing program in which each individual customer is 

                                                        treated  as a separate.

16. Competitive advantage           an advantage that makes a company more able to succeed in

                                                        competing with others

17. Economies of scale                the advantages that a big factory, shop, etc. has over a smaller

                                                      one because it can spread its  fixed costs over a large number

                                                      of units and therefore produce or sell things more cheaply.

18. Positioning                             that people think about a product in relation to the   company’s 

(also product positioning)          other products and to competing products ,or the way that the

                                                      company would like them to think about it.        

19. Enterprise                              a company or a business     

20. Variable (n)                           something that affects a situation in a way that mean you 
                                                        cannot be sure what will happen
variable  (adj)                              variable costs, prices, interest rates etc change or can change 

                                                       and are not fixed

21. Target customer/                a limited group of people or area that a plan, idea etc is aimed at
group/ area etc                           

22. Marketing mix                      the mix of marketing actions, usually product, price, place, and 

                                                     promotion. A company should find the right combination of 

                                                     products for each market it is in, price them correctly in relation 

                                                     to each other and to competitors’ products, use the best way to

                                                    deliver them, and support this with suitable communication with 

                                                    customers.     

23. Offering                                 a product or service sold by a company

Answer keys

Ex. 1  Comprehension (T/F questions)                              Ex. 2 

1.   F                                                             1 i  2g 3d 4 c 5h  6j  7b   8 e  9  a  10 k  11f

2.   F

3.   T

4. T    

5. F           

6. F

7. T

8. T

9. F

Ex. 3

1 f     2e        3 g         4h        5b      6a        7 d          8c

Ex. 4 Abbreviated segments

1. Double Income, No kids

2. First-time Expectant Mothers

3. Downwardly-Mobile Professionals

4. Green Upwardly-Mobile Professionals

5. Burnt-Out But Opulent

6. Single Woman Earning Lots in London

Ex. 8

1 d              2 e        3 f           4 c         5 b         6 a

Ex. 12

 1 dividing    2 purchasing        3 appealing       4  minimizing        5  existing        6  competing  

             7 targeting                    8 switching                9 developing              10 forecasting

REVISION

 Ex. 14 True – False Questions

1  T     2  T    3 F    4 T    5 F    6  F    7 T

Ex. 15 Multiple –Choice Questions 

1  e    2 d     3  c     4 c     5 c        6  b
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V&A refreshes the arts …





Museums and galleries have, some say, been slower to develop marketing skills than their theatrical, orchestral and operatic companions.


  Most institutions, after all, do not sell tickets to visitors and have been insulated from the commercial pressures of the box office.


   The Victoria & Albert Museum, however, has proved itself one of the more courageous


marketers of recent years.


  Charles Mills was the museum’s first marketing manager. The V&A boasts it was the first major national museum to have a marketing manager. It was also the first to attempt to charge for entry.


  Mills was personally responsible for the V&A’s much loved and loathed ‘Ace Caff’ campaign. It ran in 1988, through Saatchi & Saatchi, and is, incidentally, Arts Minister  favourite campaign.


  ‘That campaign was a milestone,’ claims Mills. ‘We knew the A&V had a fusty image which was stopping some people visiting us. Trying to shake off this image we produced a campaign that was deliberately controversial,’ he adds. ‘ It had to be controversial to get people talking about it. We had a tiny budget.’


   ‘It was certainly provocative,’ says Mellor. ‘While it had some success raising the profile of the museum, and attracting some new visitors, I suspect it alienated those others for whom the treasures of the museum, rather than its support services, were a main concern.


  According to V&A director Elizabeth Esteve-Coll this campaign, combined with series of strong exhibitions, increased the number of visitors to the V&A by 10 per cent in that year.


Esteve-Coll wishes she had more money to ‘work hard at segments’. She talks about marketing the V&A’s educational appeal and to adult learners, schools and families, among others.


  But the museum should congratulate itself that, on its modest budgets, it is beginning to talk to some ‘segments’ of the population that have previously been outside its traditional visitor profile.


  One example is the V&A club, established two years ago. ‘The club is every Wednesday evening,’ Esteve-Coll explains. ‘It was designed for young people who were not coming to the museum during the day because of their work. Now they can come in the evening: the restaurant is open, there is music, and they can bring their friends.’


  The new Nehru Gallery of Indian Art opens on November 23. The gallery, containing more than 35,000 objects dating from 1550 has been constructed with the help of donations and sponsorship worth 1.7 million pounds.


  ‘For the first time we are targeting the Asian community,’ says Mills. ‘Its our duty to expand our audience to areas the V&A not yet attracting. We will be doing mailings to cities in the North where there is a concentration of the Asian community. And for the first time we will be selling the museum through a roadshow, visiting Leicester in December.’


  The gallery is also running a cross-track poster campaign, designed in-house, to support the gallery launch.


This will be backed by promotions  with Indian restaurant Bombay Brasserie, which is creating a new dish to commemorate Nehru’s birth.
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CATEGORY             SEGMENTATION VARIABLE





Demographic               Age


                                     Sex 


                                      Income 


                                     Occupation


                                     Education


                                     Race and nationality


                                     Family life cycle





Geographic                  Global regions


                                     Nations


                                     National regions


                                     States


                                     Countries


                                     Cities   


                                     Neighborhoods


                                     Climate


                                     Terrain


                                     Population density


                                     Market density





Behavioristic               Amount of usage


                                    Type of usage


                                    Brand loyalty


                                    Benefits sought





Psychographic            Social class


                                   Personality


                                   Lifestyle 


 





MURCHANDISE


PURCHASED                           THE BEST MARKET                  THE WORST MARKET





Beer and ale                                      Milwaukee (67.9)                            Dallas/Fort Worth (44.2)


(percent of drinkers who


consume)





Insecticides


(percent of homemakers                   Houston (61.9)                                    New York (26.4)   


who use at least once a month)





Life insurance                                     Pittsburgh (80.3)                               Miami (53.4)


(percent of adults who 


currently have)





Lipstick


(percentage of women using              Seattle / Tacoma (58.2)                      Cincinnati (35.6)


 at least twice a day)





Popcorn


(percent of adults who                         Minneapolis/St. Paul                        Miami (26.5)


buy for home use)                                  (54.3)





Scotch whiskey


(percent of drinkers                               New York (35.9)                              Cincinnati (9.6)  


who consume)











TARGET                          MARKETING                       


CUSTOMERS                   APPROACH                     ADVANTAGES               DISADVANTAGES





Undifferentiated           sell single product to                                                        makes company vulnerable 


(Entire market)             everyone, using same             minimizes costs                to competitors who focus


                                     pricing, promotion, and                                                    on specific niches      


                                      distribution





Concentrated                tailor marketing                      gives company                     limits growth potential;


(One homogeneous       mix to needs of specific      competitive advantage         makes company vulnerable


 group)                          group                                   in serving target segment;    to shifting tastes of segment


                                                                                  is relatively economical       and competitive attack





 Differentiated           create separate mix                     enables company 


  (Several distinct       of product, price, distribution,  achieve competitive            increases production and 


customer groups)       and promotion to serve each     advantage in several           market costs


                                  of the distinct customer group    segments in order to


                                                                                     maximize its market share





Customized              tailor elements of marketing      enables company to satisfy   increases production and


(individual               mix to needs of each                  each customer’s needs           marketing costs


buyer)                       individual buyer
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