TARGETING THE MARKET
Most businesses aim their products at particular groups of consumers.  Club 18-30 organises lively holidays for adults aged 30 or under.  Waitrose, one of the UK’s leading supermarket chains, targets better-off consumers.

                                        



Businesses are making increasing use of IT to help them do this.  For examples, most supermarkets have issued loyalty cards for some years.  These cards encourage customers to spend more with the issuing supermarket as they receive points for each purchase which can be exchanged for products or gifts at a later date.  However, by issuing loyalty cards, supermarkets find out about their customers’ spending patterns.  This makes it easier to identify the tastes and attitudes of groups of customers, and to target them using special offers and direct mail.  


Sainsbury operates its Nectar Card scheme as a joint venture with a number of other businesses including BP and Vodafone.  The scheme was launched in 2002 and within a year some 13 million UK consumers had signed up for a card.  The company running the Nectar scheme on behalf of the participating companies admits that by having some personal information about cardholders, such as age, marital status and family size, and by knowing what products customers purchase, it’s much easier to segment markets and to target specific groups of consumers with offers.

How markets are segmented
Market segmentation is the division of potential consumers into groups with similar characteristics.  Businesses can segment markets in a number of ways.

By age – the demand for some products is clearly linked to age, and so it’s important for some businesses to segment their market in this way.  The holiday industry is a classic example of a sector which segments part of its market by the age of the customers.  As its name suggests, Club 18-30 aims its holidays at young people.  Saga sells its holidays (and other products) exclusively to customers aged 50 and over.

By social class  - this is segmenting by social class and income.  This is usually done by considering the occupation of the head of each household and ignoring second or subsequent wage earners.  For example, the UK market research industry uses the socioeconomic scale seen below to provide standardized social groupings.  This table illustrates just one method of segmentation according to social class.  There are many other classifications, some of which are much more complex with more subdivisions.

	Social grade
	Description of occupation
	Example


	A
	Higher managerial and professional
	Company director

	B
	Lower managerial and supervisory
	Middle Manager

	C1
	Non-manual
	Bank clerk

	C2
	Skilled manual
	Electrician

	D
	Semi-skilled and unskilled manual
	Labourer

	E
	Those receiving no income from employment
	unemployed


By gender – Some businesses aim their products specifically at one gender, producing a range of products for women, and a separate range for men.  This type of segmentation is common to the clothing, cosmetic and magazine industries.  Some businesses that have traditionally only produced products for one gender are attempting to increase sales by developing products that are targeted at the other gender.  For example, many cosmetic companies now have ranges of products designed for men.

By lifestyle – this method attempts to classify consumers according to their individual patterns of expenditure.  For example, businesses might classify a family’s lifestyle according to how they make their purchases:  do they buy products on the Internet, make purchases using a credit or debit card, or shop in discount stores?  By segmenting the market in this way, businesses can target particular groups with offers that may be appealing.  For example, a supermarket like Tesco may want to offer busy and internet connected people the chance to purchase goods and services online and take advantage of its home delivery service.  Tesco doesn’t want to waste resources by trying to sell this service to customers that don’t have Internet access or who prefer to do their shopping in the stores.
Geodemographic segmentation – this groups consumers by using a combination of several geographic and economic factors, such as where a consumer lives, the size of their family, the type of house in which live etc.  This way of segmenting the market is particularly relevant for businesses planning the location and development of hospitality and tourism operations such as pubs, restaurants and leisure facilities.

One way of applying geodemographic segmentation is to use the ACORN (A Classification of Residential Neighbourhoods) categorization.  Based on geographic, cultural, socioeconomic and other factors, ACORN identifies 38 different types of residential neighbourhood according to the most common type of housing within that neighbourhood.  It allows the country to be divided up into a series of neighbourhoods, each consisting of about 150 homes and defined using postcodes.  Businesses in many industries use this system, including banks and other financial institutions, gas and electricity companies and credit card operators.  Businesses using ACORN believe they can make better judgements about consumers and their spending habits from the types of houses in which they live.
Niche and mass markets -  some businesses target niche markets rather than the entire market.  This approach allows companies to identify and meet the needs of relatively small segments of the market.  Niche marketing enables small businesses to operate profitably in markets that are dominated by large firms.  Examples of businesses that operate in niche markets include Tie Rack and the radio station Classic FM.
In mass marketing, businesses aim their products at most of the available market and normally try to sell a range of similar products to all consumers.  This means that the business isn’t segmenting the market.  Mass marketing is only possible if the products are popular and purchased by many different kinds of people.  Groceries and consumer durables such as washing machines, for examples, are well suited to being sold in mass markets.  Businesses must be able to produce on a large scale if they are to sell successfully in a mass market.  This may mean that a company has to invest heavily in resources such as buildings, machinery and vehicles.  Usually, firms have to be price competitive to flourish in mass markets.

Why do businesses segment their markets?
They do this to help them achieve their marketing objectives.  There are 2 main benefits –

· To help launch new products – market segmentation can help to identify the potential demand for new products.  Many businesses producing foodstuffs have identified groups of consumers who prefer organic alternatives and have supplied this segment of the market profitably.

· To assist in marketing the product – knowing the characteristics and behaviour of potential customers can aid businesses in planning their marketing activities.  For example, if a product’s target market is young males, then it might be cost effective to advertise it on the web or through magazines such as Loaded.
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