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Developing a Marketing Strategy

LO 11-5

Examine the development of a marketing strategy, including market segmentation and marketing mi

To implement the marketing concept and customer relationship management, a business needs to develop and maintain a marketing strate
gv. a plan of action for developing, pricing, distributing, and promoting products that meet the needs of specific customers. This definition
has two major components: selecting a target market and developing an appropriate marketing mix to satisfy that target market.

Selecting a Target Market

A market is a group of people who have a need, purchasing power, and the desire and authority to spend money on goods, services, and
ideas. A target market is a more specific group of consumers on whose needs and wants a company focuses its marketing efforts. Target
markets can be further segmented into business markets and consumer markets.

Business-to-business marketing (B2B) involves marketing products to customers who will use the product for resale, direct use in daily
operations, or direct use in making other products. John Deere, for instance, sells carth-moving equipment to construction firms and
tractors to farmers. Most people, however, tend to think of business-to-consumer marketing (B2C), or marketing directly to the end
consumer. Sometimes products are used by both types of markets. For example, Glo Skin Beauty sells its cosmetics and skin care products
wholesale to salons and spas as well as to consumers directly via its website.

Marketing managers may define a target market as a relatively small number of people within a larger market, or they may define poge 327

it as the total market (
people who want the ul

Figure 11.2). RollsRoyce, for example, targets its products at a very exclusive, high-income market—

nate in prestige in an automobile. On the other hand, Ford Motor Company manufactures a variety of vehicles
including Lincolns, Mercurys, and Ford Trucks in order to appeal to varied tastes, needs, and desires.
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FIGURE 112 Target Market Strategies
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Some firms use a totalmarket
Sellers of salt, sugar, and many agricultural products use a total-market approach because everyone is a potential consumer of these

proach, in which they try to appeal o everyone and assume that all buyers have similar needs and wants

products. This approach is also referred to as mass marketing. Most firms, though, use market segmentation and divide the total market
into eroups of people. A market seguent is a collection of individuals. groups. or organizations who share one or more characteristics and
thus have relatively similar product needs and desires. For example, women are a large market segment At the household level,
sepmentation can identify each woman's social attributes, culture, and stages in lfe to determine preferences and needs

Another market segment on which many marketers are focusing is the growing Hispanic population with a population of more “pege 333
than 59 million and buying power of more than $15 trillion 12 For instance, online retail giant Amazon includes Spanish-

language options to its site 13 The companies hope to create relationships with Hispanic consumers in order to gain their loalty: One of
the challenges for marketers in the future will be to effectively address an increasingly racially diverse United States. In future decades, the

purchasing power of minority market segments is set to grow by leaps and bounds. () Table 11.1 shows the buying power of minority

£roups in the United States. Today, multicultural buying power exceeds $3.4 trillion ¥ Companies will have to learn how to most
effectively reach these srowing segments. Companies use market segmentation to focus their efforts and resources on specific target
markets so that they can develop a productive marketing strategy. Two common approaches to segmenting markets are the concentration
approach and the multisegment approach

TABLE 111 Buying Power of U.S. Minorities by Race (billions)

1990 2000 2010 2012 2015 2016
Total $4,200 $7.300 $11.200 812200 $15,100 $13.900
Black. 316 600 947 1.000 1.300 1200
‘Native American 20 40 87 103 148 133
Asian s m 609 718 1.000 891
Hispanic 210 488 1.000 1200 1,700 1400

Source: Jefvey M. Humphreys, The Mutticuttural Economy 2012, Athens, Ga: The Universiyof Georsia Tory College of Busines Selg Contar for Economie Growth, 2015; UGA News
Sersce, Minoriy Buing Pover Groving, UGH Study Seys,” OntineAthens, March 11, 2017 hap/ fonlineathes.com/localnews busingss/ 201703 11 /mineriy-busing power growing .
s stud-says (accessed Apri 21, 006).





image5.png
Market Segmentation Approaches. In the concentration approach, a company develops one marketing strategy for a single market
sepment The concentration approach allows a firm to specialize, focusing all its efforts on the one market segment. Porsche, for example.
directs all its marketing efforts toward high-income individuals who want to own high-performance vehicles. A firm can generate a large
sales volume by penetrating a single market segment deeply. The concentration approach may be especially effective when a firm can
identify and develop products for a sepment ignored by other companies in the industry.

In the mtisegment approach, the marketer aims its marketing efforts at two or more segments, developing a marketing strategy for each
Many firms use a multisegment approach that includes different advertising messages for different segments. Companies also develop
product variations to appeal to different market sepments. The U'S. Post Office, for example, offers personalized stamps, while Mars Inc.
sells personalized M&M'S through mymms.com. Many other firms also attempt to use a multisegment approach to market segmentation.
such as the manufacturer of Raleigh bicycles. which has designed separate marketing strategies for racers, tourers, commuters. and
children

Niche marketing is a narrow market segment focus when efforts are on one small, well-defined group that has a unique, specific set of
needs. For example, Chrome Industries was founded in Boulder, Colorado, to make unique, durable bags for bike messengers. This target
market showed such affinity for the product that the company has since expanded with a variety of bags as well as clothing and shoes 15
Niche segments are usually very small compared to the total market for the products. Freshpet makes all-natural sourmet pet food that

mimics the type of food humans like. This company is targeting a growing niche of pet owners who want the best food for their pets 1

For a firm to successfully use a concentration or multisegment approach to market sepmentation, several requirements must be “Pege 344
met: —
1. Consumers’ needs for the product must be heterogeneous

2 The segments must be identifiable and divisible

3. The total market must be divided in a way that allows estimated sales potential, cost, and profits of the segments to be compared

4. At least one segment must have enough profit potential to justify developing and maintaining a special marketing strategy:

5. The firm must be able to reach the chosen market seement with a particular market strategy.

Bases for Segmenting Markets. Companies segment markets on the basis of several variables:

1. Demographic—age, sex. race, ethnicity, income, education, occupation, family size, religion, social class. These characteristics are often
closely related to customers’ product needs and purchasing behavior. and they can be readily measured. For example, yourt
companies often segment by age: nonfat, high protein yogurt for adults and easy-to-eat tubes for children.

2. Geographic—climate, terrain, natural resources, population density, subcultural values. These influence consumer needs and product
usage. Climate, for example, influences consumer purchases of clothing, automobiles, heating and air conditioning equipment, and
leisure activity equipment.

3. Psychographic—personality characteristics, motives, lifestyles. Softdrink marketers provide their products in several types of packaging.
including two-liter bottles and cases of cans. to satisfy different lifestyles and motives.
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4 Behavioristic—some characteristic of the consumer’s behavior toward the product. These characteristics commonly involve some aspect
of product use. Benefit segmentation is also a type of behavioristic seementation. For instance, low-fat, low-carb food products would
target those who desire the benefits of a healthier diet.




