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Learning outcomes
1. To appreciate how to segment markets based demographics, lifestyles, product benefits and usage
2. To understand how to identify, select, and reach target markets.
3. To understand real-time bidding as compared with market segmentation.

Modern marketing appreciates the STP (Segmentation, Targeting and Positioning) marketing model as a strategic approach aimed towards reaching, interacting with, converting and engaging customers. The STP process illustrates the connections between the general market and a company's decision for how to compete in that market. Market segmentation is done first, followed by the choice of one or more target markets, and positioning coming last. The STP process seeks to assist the firm in creating and implementing a suitable marketing mix.

Market segmentation – This is the process of splitting a market into smaller groups with similar product needs or identifiable characteristics, for the purpose of selecting appropriate target markets.
Targeting refers to an organization’s proactive selection of a suitable market segment (or segments) with the intention of heavily focusing the firm’s marketing offers and activities towards this group of related consumers.
Positioning (which is sometimes referred to as product positioning) is the target market’s perception of the product’s key benefits and features relative to the offerings of competitive products.



1. Market Segmentation

Segmentation begins by dividing the market for a product into homogeneous groups that share distinct characteristics different from those of other groups. Marketers segment consumer groups along quantitative and cognitive factors.

Quantitative factors are numerical such as a consumers’ intrinsic attributes which includes their demographics such as gender, age, income, and education. While consumption based factors can be determined numerically and include measures like the product volume bought, rate of purchasing, and frequency of engaging in leisure activities.
Cognitive factors are psychological abstracts that “reside” in consumers’ minds and cannot be determined numerically and are grouped into: consumer-intrinsic factors that include personality traits, cultural values, and attitudes toward politics and social issues. Consumption-specific attitudes and preferences include benefits sought in products and attitudes towards shopping. Marketers combine these factors to be able to reach their consumers effectively.

Bases for Market Segmentation
I. Demographics
Demographic segmentation divides consumers according to age, gender, ethnicity, income and wealth, occupation, marital status, household type and size, and geographical location. (Schiffman & Wisenbilt). The reason for using such variables for segmentation is due to the fact that they pose objectivity, they are empirical, and can be determined numerically. This can be measured in terms of age groups, income brackets, the number of years of education, number of family members, etc.
Motivation of using Demographic Segmentation:
· Data can be measured more precisely than data in the other segmentation bases due to the easy and logical way that can be used to classify people.
· Demographical data on populations is compiled by census bureaus in every country so it is easy to locate and reach specific segments.
· Using demographics, marketers can identify new segments created by shifts in populations’ age, income, and location.
The most prominent demographics used in segmenting markets and targeting consumers.
a) Age- Age influences a consumers’ buying priorities. For example, as a young student, would probably purchase of upscale sneakers, designer shirts and handbags and this would be highly criticized by parents and the older generation
Brands like Colgate use age to target children by offering toothpaste for the littlest children, without any artificial colors, preservatives, or Fluoride, they also offer Colgate fruit toothpaste designed for kids aged 2 and older
b) Gender- Today, gender roles have blurred, and gender is no longer an accurate way to distinguish among consumers in some product categories. For instance, Traditionally, women have been the primary users of hair and face-care products but now, more and more men have been using have been buying skin toners, aftershave creams, and moisturizers. Marketers have had to redesign the areas where men buy these products knowing that they may feel embarrassed to be seen buying them.
c) Social Class- is the division of members of a society into a hierarchy of distinct status classes, so that members of each class have relatively the same status and members of all other classes have either higher or lower status. Social class is determined by the level of education, occupation, and income , high-level occupations that produce high incomes require advanced education and are more prestigious than occupations requiring less education. Income determines the level of affordability of products and services but provides a more comprehensive profile of families when combined with age and education. 
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II. Lifestyles
 In marketing, lifestyles are also known as psychographics, and they include consumers’ activities, interests, and opinions. In consumer research, psychographics consists of variables like buying patterns, opinions about consumption and/or social issues, values, hobbies, leisure activities, and many other dimensions. Psychographics are versatile, loosely-defined, and together with demographics, provide marketers with richly descriptive profiles of target markets.
a) VALs- is a psychographic consumer segmentation that stands for Values, Attitudes and Lifestyles, it is a system owned by Strategic Business Insights and based is based on eight pillars: innovators, thinkers, achievers, experiencers, believers, strivers, makers and survivors. VALS explains why different consumer groups exhibit different behaviors as well as why different consumer groups exhibit the same behaviors for different reasons.

· The first class of consumers in the VALS architecture is innovators. They are defined as people with considerable incomes and resources who value independence greatly. They are driven to pursue the finer things in life and have distinct own tastes in things.
· Thinkers - In the VALS paradigm, a well-educated professional is a great example of a Thinker. These are the individuals who have substantial resources and are knowledge-driven. These customers make thoughtful decisions and are well-informed about their environment. Due to their education, these consumers are more likely to embrace any societal change.
· Believers - Thinkers make their own decisions, however believers are more social by nature and thus also believe other consumers. This is a minor distinction between thinkers and believers. Their resources are typically lesser, and they are also less likely to embrace innovation on their own. They represent the ideal group of word-of-mouth customers.
· Achievers - Achievements are what most motivate achievers. These people aspire for success in both their personal and professional lives. They are therefore more likely to buy a brand that has proven successful over time. The achievers are regarded as high-resource customers, but they are also more willing to acquire a brand quickly if it is growing.
· Strivers – These are low resource consumer groups that aspire to achieve anything. These clients lack the means necessary to be achievers. However, because they share values with achievers, they belong under the striver category. A striver can progress to being an achiever if he can acquire the appropriate resources, such as a high income or social status.
· Experiencers - Experiencers are a group of customers who have abundant resources but require a means of self-expression. Young adults dominate this group, which is made up of individuals who desire to experience being different. Early adopters who spend significantly on food, clothing, and other youthful things make up the majority of this customer group.
· Makers - These consumers desire to express themselves, but their access to resources prevents them from doing so. As a result, they would be more concerned with creating a better family than going out and really spending more money. For the Makers, improving their family and selves becomes a means of self-expression.
· Survivors - According to the Vals framework, this consumer group has the fewest resources and is hence least likely to adopt any innovations. They become brand loyal customers since they are less inclined to frequently alter their behavior. Older people receiving pensions and living alone are an example of those who prioritize fundamental needs and are least likely to focus on anything else.
Thus the vals framework can be used primarily to classify consumers based on their values, attitudes and lifestyle. Once the classification has been done, you know which types of customers you want to target. Depending on your target customers vals, you can make up your marketing strategy and your promotional message such that it hits your audience at the right spot.
III. Geodemographics – This is a hybrid segmentation scheme based on the premise that people who live close to one another are likely to have similar financial means, tastes, preferences, lifestyles, and consumption habits. Geographical settings shape the ways people dress (clothing), the food they eat, transportation, and many other product choices. Geodemographics are based on the premise that people who live close to one another have similar financial means, tastes, preferences, lifestyles, and consumption habits. As the familiar adage states, “Birds of a feather flock together.” Where a person lives determines some aspects of consumption behavior. For example, climates determine the types of clothing people own, and fashions and styles in large cities are often very different from those in nonurban areas.
In the US, marketers use a system known as PRIZM which combines demographics, consumer behavior and geographic data which is useful in identifying, understanding and reaching their customers and prospects. PRIZM stands for Potential Rating Index for Zip Markets and is built around geographic neighborhood data obtained through the United States Census.
The system classifies the households according to: 
1. Lifestage groups—younger years, family life, and mature years—based on age, socioeconomic rank, and the presence of children at home.
2. Urbanization and affluence—urban, suburban, second city, and town and country— bused on urbanization and socioeconomic rank. 
3. ConneXions determines the likelihood for segments to adopt technology. 
4. P$YCLE focuses on households’ finances, wealth and income producing assets.

IV. Product Benefits 
Benefit segmentation reflects the benefits that consumers seek because they represent unfilled needs. When buyers perceive that a given brand delivers a unique and prominent benefit they become loyal buyers. For example, Marketers of personal care products—such as shampoos, soaps, and toothpastes—create different offerings designed to deliver specific benefits. Colgate, probably the world’s most sophisticated marketer of personal care products, markets its offerings according to consumers’ need in caring for their teeth and maintaining oral hygiene. 
The diagram below indicates some types of benefits that customers would seek for from various products
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Schiffman & Wisenblit (2019)

a) Usage-rate segmentation – This reflects the differences among heavy, medium, and light users, as well as nonusers of a specific product, service, or brand. Marketers of many products, such as laundry detergent, beer, and dog food, have found that a relatively small group of heavy users accounts for a disproportionately large percentage of the total product usage. Therefore, most detergent selling companies direct their advertising campaigns to heavy users rather than spend money trying to attract medium or light users. Research shows that targeting heavy users is more profitable than pursuing other users. However, catering to this segment requires a lot of expensive advertising because all competitors target the same heavy users. 
However, in some markets light and medium users are preferred especially with products that are distinct from those preferred by heavy users. For example, Telkom Kenya Limited, a Kenyan telecommunications company, introduced a new mobile tariff especially for heavy data users in 2018. “Telkom Move” bundles a sizeable preset amount of data with unlimited on-net calls and is meant to provide an easy solution for Kenyan businesspeople, accommodating their high data usage and addressing concerns about the cost per MB of data. Usage rate segmentation also focuses on the factors that affect the usage behavior. For instance, buyers’ reasons for purchasing at that chain, levels of expenditure at the store, travel times to the store and modes of transportation, and whether buyers came in from home, from work or were simply passing by.
b) Product awareness status represents the degree of consumers’ awareness of the product and its features, and whether or not they intend to buy it reasonably soon. A related factor is product involvement, which reflects the degree of personal relevance that the product holds for the consumer. 
c) Usage-occasion segmentation recognizes that consumers purchase some products for specific occasions, like birthdays, travel, Valentine’s day, Christmas , Mother’s day etc.

Attributes of a good segment
The needs, wants, and desires of every consumer are unique, as are their backgrounds, educational levels, and life experiences. Marketers must therefore provide choices that address the needs of various consumer groups or sectors. For instance, many Airlines now offer four cabin types that reflect the benefits passengers want when flying: coach, Business class costs twice as much as coach and premium economy costs 50% extra. First class, which frequently costs three to four times as much as premium, and business). The four options can be distinguished clearly: privacy that is nearly hotel-like, and in first class, sleeping quarters, individualized service, and opulent facilities; privacy, In business class, there are beds and a wealth of amenities. In premium economy, there is greater room, legroom, and fully reclining chairs. The segments that marketers should pursue must be identifiable, profitable, accessible, and reachable.
· The targeted segment must be identifiable 
Marketers divide consumers into separate segments on the basis of common or shared needs by using demographics, lifestyles, and other factors named “bases for segmentation.” Some segmentation factors, such as demographics (e.g., age, gender, ethnicity), are easy to identify, and others can be determined through questioning (e.g., education, income, occupation, marital status). Other features, such as the product benefits buyers seek and customers’ lifestyles, are difficult to identify and measure. 
· The targeted segment must be profitable 
To be a viable market, a segment must consist of enough consumers to target it profitably, as well as be stable and growing. A segment can be identifiable, but not large enough to be profitable. Marketers target consumer segments that are relatively stable in terms of lifestyles and consumption patterns (and are also likely to grow larger and more viable in the future) and avoid “fickle” segments that are unpredictable. For example, teenagers are a sizable and easily identifiable market segment, eager to buy, able to spend, and easily reached.
· The targeted segment must be reachable 
To be targeted, a segment must be accessible, which means that marketers must be able to communicate with its consumers effectively and economically. With the diversification of magazines through online versions, the emergence of TV channels that target narrowly defined interests, and the growth of new media (e.g., sending ads to cell phones), marketers have more avenues for reaching unique segments and may do so with customized products and promotional messages. Whether in print or online, magazines and leading newspapers have been one of the best media used to reach narrowly defined market segments. 

An impression is a term for a customer that becomes available for real-time bidding online.
[SIDEBAR TITLE]

REAL TIME BIDDING
Real time bidding is a technique that allows advertisers to reach the right user, in the right place, at the right time, and also sets the price that advertisers pay for each “eyeball” or “impression” This occurs when advertisers buy portfolios of customers— termed impressions or eyeballs—on a per-impression basis, in a programed instant auction. Do you ever wonder why the same ad for a car or sneakers keeps popping up on your screen? It is because you were an impression and advertisers won bids to reach you with these ads. Advertisers bid on each impression and the winning advertiser’s ad is instantly displayed on the site that was offered for sale.
The profile of each impression(customer) is determined by data brokers (or aggregators) through collecting web-based data through web crawlers, predictive analysis and behavioral biometrics
a) Web crawlers are programs that capture content across the internet and transmit it to the data broker’s servers. The programs record websites that consumers visit so as to gain insights on consumers’ levels of engagement including which pages they look at, the frequency and length of their visits, and how often they return to buy again. Their lifestyles and personalities can also be derived from the contents of consumers’ blogs, tweets, and Facebook profiles. They also keep track of consumers’ purchases, items left unpurchased in shopping carts, and returns and exchanges.

b) Predictive analytics are measures that foresee consumers’ future purchases on the bases of past buying information and other data, as well as evaluate the impact of personalized promotions created from these predictions. Predictive analytics often focuses on noticing significant changes in consumers’ buying behavior.
Eg when a customer starts buying products that she had never bought before, predictive analytics signals that these purchases strongly show a change in behavior and marketers will start sending applicable promotional offers targeting that specific customer.
c) Behavioral biometrics—these chart unique patterns in the way people perform various activities, such as swiping the screen or even the way they walk while holding smartphones. Security experts maintain that how people perform these functions is very difficult to copy, especially when several metrics are combined. Marketers can use this to verify that customers interacting with their ads and apps are indeed those whom they had intended to reach. There are three types of behavioral biometrics. These are as defined below:

· Body movement: Also called kinesthetics, this category of behavioral biometrics is used to analyze a consumer’s unique body movements such as posture, gait, handling a device. Every individual has a unique way of positioning the body, walking style, and holding a mobile device. For instance, position of the body can help understand the distribution of the body weight whereas gait analysis can provide insights on how swiftly the consumer moves or the length of steps taken.
· Voice inputs: It is used to analyze the patterns due to sound variations that occur when a person speaks.
· Device-based: When a consumer interacts with a device, there are imprints that can be analyzed. These imprints include keystrokes, interaction with mobile devices, cursor movement, typing speed and style.
TARGETING
It is process of reviewing market segments and deciding which one(s) to pursue. Once an organization has identified its most promising market segments, it must decide whether to target one segment or several segments
Each targeted segment will then receive a specially designed marketing mix — i.e., a specially tailored product, price, distribution network and/or promotional campaign
 
 There are three basic types of strategies:
1. Undifferentiated strategy(mass marketing)- offer one product to entire market
2. Multisegment strategy(differentiated) – selec ting multiple segments, developing separate marketing strategies for each 
3. Concentrated strategy(niche marketing) – selecting one segment, developing one marketing mix for that segment.

Mass/undifferentiated marketing – this is concerned with selling a single product to the whole market.  This strategy is based on the assumption that, in respect to the product in question, customers’ needs are very similar if not identical.  
The main benefit for the firm is that it can produce on a large scale, benefiting from low unit production costs via economies of scale.  These lower costs can be passed on to the consumer in the form of lower prices because, although profit margins on each item sold may be lower, high sales volume should generate large profits overall.  
The main disadvantage of mass marketing is that, increasingly in today’s markets, consumers are less interested in standardised products and often prepared to pay premium prices for products that cater for their specific needs.

Differentiated/selective marketing – this is concerned with targeting each segment with a product with its own marketing mix designed to match the needs of the consumers within the segment.  
By tailoring products to meet consumer needs more closely, firms are likely to increase consumer satisfaction and generate a greater degree of consumer loyalty.  
The differentiated approach also allows the firm to spread risks, so that it will be less affected by a decline in demand from one segment.  
The main disadvantages of this approach include confusion amongst customers when faced with dozens of brands and lost economies of scale from shorter production runs and the additional costs of having to advertise several rather than one brand. 

Niche/concentration marketing – this is concerned with targeting one particular, well-defined group of customers (a niche) within the overall market.  
Jordan’s, the cereal company, adopted this approach by targeting groups of customers interested in organic products at a time when this group of consumers represented a relatively small proportion of the overall market.  
Niche markets can be targeted profitably by small firms who have relatively small overheads and, therefore, do not need to achieve the volume of sales required by larger competitors.  
The main disadvantages of niche markets are that the potential for sales growth and economies of scale may be limited, and the survival of the firm may be seriously affected if sales begin to decline.

POSITIONING
It is establishing a differentiating image for a product or service in relation to its competition. It involves deciding how the firm wants the company and its brands to be perceived and evaluated by target markets, it needs to differentiate the product from other products of the firm or its competition. Positioning complements and is an integral part of the company’s segmentation strategy and selection of target markets. The same product can be positioned differently to different market segments. The result of successful positioning is a distinctive brand image on which consumers rely in making product choices.
In positioning their product in the market, a variety of positioning strategies could be used by the marketing organization these are discussed below.

a) Product attributes -In this case the firm uses one or more product attributes or features as the basis for positioning its product. For example, while the brookside dairy in Kenya focuses on the nutritional attributes of milk as a key selling point, Kleenex tissues focus on softness, strength and absorbency.  The firm may also use a key benefit that the market is seeking as the basis of positioning their product.   
b) [bookmark: price]Price and quality- Two of the key dimensions used by consumers in evaluating alternative brands is price and quality.  Some firms use a high price (premium pricing) strategy to indicate that their product is high or superior quality. 
c) Use or application -Products can be positioned as the right product to use for a particular occasion or purpose.  example like Nescafe Coffee for many years positioned it self as a winter product and advertised mainly in winter but the introduction of cold coffee has developed a positioning strategy for the summer months also.  
d) [bookmark: users]User -This strategy is based on certain products being suited for certain users.  For example, insurance policies that are specifically designed to senior citizens.  Makers of casual clothing like jeans have introduced ‘designer labels’ to develop a fashion image. In this case the expectation is that the model or personality will influence the product’s image by reflecting the characteristics and image of the model or personality communicated as a product user. Johnson and Johnson repositioned its shampoo from one used for babies to one used by people who wash their hair frequently and therefore need a mild shampoo. This repositioning resulted in increased market share.
e) [bookmark: against]Product class When close substitutes exist, the firm may focus on the benefits its product class relative to other product classes.  
f) Competitor  Some firms deliberately compare themselves to competitors as a means of gaining the desired position for their product in the mind of the consumer.  Other firms deliberately position themselves away from competitors, known as 'comparative advertising'.
g) Positioning strategy based on Cultural Symbols - In today’s world many advertisers are using deeply entrenched cultural symbols to differentiate their brands from that of competitors. The essential task is to identify something that is very meaningful to people that other competitors are not using and associate this brand with that symbol. 
h) Technology-Positioning on the basis of technology shows that a firm is on the cutting edge.
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