Courtesy of Earth's Own Food Company Inc.
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decision environment (see SWOT analysis in Chapter 2). Figure 6.8 ¢ :
Marizg

these criteria.

Choose a Targeting Strategy
A basic targeting decision revolves around how finely tuned the target shouig
Should the company go after one large segment or focus on meeting the be
of one or more smaller segments? Let’s look at four targeting strategies i 5
Figure 6.9 summarizes. * Vhich

A company like Walmart that selects an undifferentiated targeting Strate,
appeals to a broad spectrum of people. If successful, this type of operatio, cg
be very efficient because production, research, and promotion costs benefjt ﬁoﬂn
omies of scale—it’s cheaper to develop one product or one adverﬁsing Car:

paign than to choose several targets and create separate products or messages fo,
each. But the company must be willing to bet that people have similar needs s, the
same product and message will appeal to many customers. This is the appro, &
Henry Ford used in offering the Model-T Ford—"in any colour, so long as it s
black.” Today it is difficult to create a single product or offering that has very
broad appeal. Consumers expect choices, there are many distribution channel
from which to purchase products, and there are many focused-communication
outlets that let marketers cost-effectively communicate to increasingly narrow tar-
get markets. Companies with new-to-the-world innovations are the ones that most
commonly practise undifferentiated marketing, but segments in these markets
quickly develop as competitors enter these markets with differentiated products
and consumers become more knowledgeable and demanding about the product
category. When competitors are using a differentiated strategy, it makes it difficult
for the original innovator to continue using an undifferentiated strategy.

A company that chooses a differantizted targeting strategy develops one or
more products for each of several customer groups with different product needs.
A differentiated strategy is calied for when constmers choose among well-known
brands that have distinctive images, and the company can identify one or more
segments that have distinct needs for different types of products.

econ

Exhibit 6.17
Earth's Own Food Company targets the mainstream dairy market
multiple customer groups. Its Lexus product line caters to consum

with the So Good soy beverage.

undifferentiated targeting strategy
Appealing to a broad spectrum of people.

differentiated targeting strategy
Developing one or more products for each of
several distinct customer groups and making
sure these offerings are kept separate in the
marketplace.

concentrated targeting strategy
Focusing a fim's efforts on offering one or more
products to a single segment,

Despite its highly publicized product safety issues in 2010, Toyota historically

ader in differentiated strategy with distinct product lines that cater to

has been a le
ers who want

ology. The Prius hybrid provides value
the Scion prod-
that is highly

luxury, performance, and the newest techn
to drivers who want to save gas money and the environment. And finally,
uct line caters to younger drivers who look for a relatively inexpensive car
customizable and stylish.*®

Differentiated marketing can also involve connecting one product with different se§’
ments by communicating differently to appeal to those segments. Using the “Got Milk?”
campaign as an example, one of their most classic ads featured Aerosmith’s Steven T)’lefi”
order to appeal to both aging boomers who got into the band in the 1970s and Gen Yers who
discovered the band in the 1990s with Run-DMC’s remake of “Walk This Way.”

When a firm offers one or more products to a single segment, it uses a c:oncentrn‘i'fed
targeting strategy. Smaller firms that do not have the resources or the desire to be all thing®
to all people often do this. Blacksocks.com is a mail-order sock company that only makes
black dress socks; it targets businessmen who are too busy to go to the store and buy net¥
socks when their old ones wear out. Blacksocks ships 3-packs of black socks once amon
to its “sockscribers.” The company argues that every guy who wears a business suit wear‘S
socl.cs, an.d most wear black socks. For these busy men, going to the store just to buy Soddf ,
:’}?:125;::;?;“3’::;1‘2 Z‘;d Sitn:PIYI UIRHESeSSaE y* Periodically, the company wres.t:fm o
the brand (and force the co e “{hlte Bodfs, beoase 4615 SPREE .

mpany to change its name!). (See Exhibit 6.18 on pageé 199)
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gore &2 criteria for Choosing Target Market Segment,
1 S

gegment Size and Growth. When choosing ma ket segments
O tar

i d growth of the s
thef;-:::; :?‘O\S ard futhe futﬁ?emzm' laeusegment must be “the rlgh?zt-' one consideration is
ro . ’ all enou ize"—large
in it. It is @ lot easier to compete in a higp gh that an Organization ¢ ge enough to be

- : -growt an compete effectivel
gment because in a high-growth segment nerv‘viigsrt\;?t oan In a low- or dec"ni"Q'QTOWThey
) ; ' e
from existing competitors. s do not have to be taken away

into the Ganadian market, the target segment was des:;)l-?t;J:: Z;r:oE:z: oh§ut|)|comp“act o
maleffemale, 40% ma"rrled, median age 32, 48% university educate% vﬁtrlc:niss 60/110

hold income $4? 000. Ir} addition, the segment displayed the following psycho craaragg tm'JtS ’
idealistic, experimental, independent, educated, urban, and not brand Ic’: gl Thgis : r'ﬁ II’ElI y
fairly small segment, even on a national level, and it suggests that even )Ilar'ge co: ;n?eysama
decide to focus on small segments if they can create unique value there better tha‘r)\ com eti-y
tors can. It may be more profitable to be a “big fish in :

. : a small pond,” and being that “big fish”
may discourage other competitors from entering the market segment. ° ‘

Related to thg extent and !evel of competition is the industry structure. A local monopoly (or
near monopoly) like Rogers Cable may choose to focus on large, less well-defined segments
because there are no direct competitors (other than satellite TV services) focusing their strate-
gies on more narrow segments. Where there is extensive competition, different competitors will
focus on increasingly narrow market segments, making it difficult for others to compete
effectively in multiple segnisrits.

A segment with many substitute products may limit the price and, hence, profits in that seg-
ment. Segments where there ars: few buyers or buyers with otherwise strong bargaining posi-
tions might also be unattraciive as these buyers can keep prices down and play one supplier
off another. Segments with: strarizy suppliers (large, concentrated, or with few competitors or
substitutes) may similarly be unatiractive. Finally, segment attractiveness is also related to the
stage of the product life cycie-—where mature and declining markets are less attractive than
new and growing ones.

3. Internal Environment. The marieter must also be able to adequately serve the needs of the
segment and have the expertise and resources to do so better than the competition. Somg
years ago, Exxon made the mistake of trying to enter the office prqducts business, a growing
segment. The company’s expertise at selling petroleum products did not transfer to copying
machines, and the effort was unsuccessful. Four Seasons Hotels, on the other h_and, was
able to transfer its expertise in exceptional accommodation se_rvicqs aimed ata tightly deflngd,
luxury lifestyle audience to an entirely new market sector, res@entnal properties. The anractlve_eness
of a segment depends on a company’s ability to create value in that segment and defend .thel.r
strategy in it. This requires an assessment of the strengths and weaknesses of the organization
felative to the needs of the consumers and competition in that segment (see SWOT analysis
in Chapter 2),

5 C()“‘Pilny is even more focused than the Canadian company JustWhiteShirts.com, which

selling white shirts (and black socks) online since 1990 and has since expanded its

s<!lection to include dress shirts, sports shirts, jackets and blazers, ties, casual accessories,
Much mg,
re. i i
Niche . trategy where the market segment niche marketing
i rgeting s By .
) r"llarl'(etmg is a type of concentrated targ e fi cuses on the alternative soft drink A type of concentrated targeting strategy where
Ny - 2uvely small. Jones Soda, for exampie:

0 e .

i ity, and makes a fashion statement.
Nlche % ou, ig individualized, expresses personality

i it allows many competitors to
“ i min ; markets as it a
il B manyf choice for some group of consumers.

. " 'Mique appeals and be the product 0
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custom marketing strategy

An approach that tailors specific products
and the messages about them to individual
Customers.

Figure 6.9 Choose a Targeting Strategy

Marketers must decide on a targeting strategy. Should the company go after one tota|
market, one or several market segments, or even target customers individually?

Differentiated Marketing

e =

Fachels Sep ot

Concentrated Marketing

® ® @

@ ® e @ @®®O ol
o © © g
® oo o © |

P T s Rt e e R S i GEn s b T = i~ 2

dcu.st'c.:r'nized Markeif}ié

Ideally, marketers should be able to define segments so precisely that they can offer

products and services that exactly meet the needs of every individual or firm. Custom
marketing strategy, also called micro-marketing strategy, is tailoring specific products and
the messages about them to individual customers or locations. A custom marketing suate‘g}’
is often used in business markets by companies, such as aircraft manufacturer Bombardie?
that often work-with one or a few large clients and develop products that only th&,‘e
customers/‘will use. In consumer markets, this level of concentration shows up (we hop el) It
personal or professional services by doctors, lawyers, and hair stylists, for example: In mOTt
consumer markets, individualized marketing strategies are neither practical nor Posslb )
when products are mass produced. However, advances in technology coupled with the ;}ew
emphasis on building solid relationships with customers have enabled mass customizatio” i
Clothing manufacturers like Levi Strauss and the high-end German clothier Engelhor
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example; use digital imaging technology to do body scans of customers that v T (B Comm—
le the creation of perfectly fitting jeans, swimwear, or other clothing ; s
enable 5 Frared suhggh

roducts. Calgary-based Critical Mass has worked with Nike to develop . i SR
NIKEID, an interactive part of the Nike Web site where consumers can
design and purchase their own running shoes.”” Dell uses the Internet to

rovide custom-built computers; customers choose among various options
and Dell makes the computer to order. Individualized communication has
also been enabled by Internet and e-mail technologies. Online retailers, such
as HMV.com, for example, are able to send customized messages to users
regarding the status of their orders, upcoming promotions that may be of
interest based on the products they have bought in the past, and announce-
ments of new releases.

Step 3: Positioning

The final, crucial stage of the target marketing process is
OBJECTIVE providing consumers in a targeted market segment with
a product (good or service) that meets their unique needs
and expectations. Positioning means developing a marketing strategy
that clearly differentiates a firm's brand from its competitors along key  brand
dimensions of value that are important to target consumers or custom-  One particular company's version of a product
ers. To position a brand, marketers have to clearly understand the criteria (good or service).
target consumers use to evaluate competing brands and then convince
them that their brand or organization will better meet those needs. In addition, the organi-
zation has to come up with a way to communicate this “position” to its target market. The
high-performance sporizwear company Under Armour, for example, was able to effectively

Courtesy of Blacksocks US

Exhibit 6.18
Blacksocks practises a highly concentrated targeting strategy.

Understand how
marketers develop
and implement a
positioning strategy
(Pp. 199-207)

when Al Pacino and Jamie Foxx were shown to be wearing the
brand in the film Any Giuves Sundiy. The president of Under Armour just a happened to know

communicate its positionir,

someone who was auditicaing for a part in the movie, and he sent along some samples for
the casting director as a gith.

Steps in Positioning

When developing a positioning strategy, marketers often focus on four elements: strategic
orientation, differentiation, defendability, and brand personality.

Strategic Orientation

Strategic orientation (or strategic thrust) is the overall approach to how you plan to compete strategic orientation
and create value for your customers. There are numerous frameworks or typologies that The overall approach to how you plan to
summarize key marketing and positioning strategies, and they all have different perspec-  Compete and create value for your customers.
tives on how organizations can develop competitive advantage. One oY these suggests that
firms can focus on one or more of the following strategies: product leadership, customer
h‘ﬁmacy, or operational excellence.?
Product leadership is a strategy of competing by continually bringing innovative and  product leadership
Useful new products or technologies to market. Adopted by companies such as 3M, Apple,* A strategy of competing by continually
and Nike, it is concerned with product innovation, quality, performance superiority, and bringing irinovative and useful new products or
Other forms of functional value (see Chapter 1). Positioning consistent with a product lead- technsiogies to market
ership Strategy focuses on dimensions such as the following:

* Quality (e.g., Ford: “Quality is Job 1”; Gillette: “The best a man can get”)
. Reliability or durability (e.g., Timex: “It takes a lickin’ and keeps on tickin’”)

-

Scanned by CamScanner



___________ - R

200 PART TWO | UNDERSTAND CONSUMERS’ VALUE NEEDS

o Key features or attributes (e.g., Honda Civic: “Better gas mileage, g
responsibility”)

Q .Do I have to? » Innovation (e.g., Lexus: “The relentless pursuit of excellence”; GE. "Progrgss

is our most important product”)

e Performance (e.g, BMW: “The ultimate driving machine”; Apple: “The

power to do your best”)
e Qutcomes (e.g., Buckley’s: “It tastes awful. And it works”; Exhibit 6.19)

A.Do you want relief so
you can feel better?

Customer intimacy, or customer responsiveness, is a strategy concerneg
with creating tailored solutions for narrowly defined market segments, Com.

It tastes awful. panies such as Kraft, Nordstrom, Marriott, and Levi Strauss aim to excel g

=t i providing superior customer experiences and/or personalized or customizeq
.g = 52 ) E{ interactions through outstanding service qualfty, customer. su;')port, ﬂeﬂbility,
¥ g f{ EJE ggg i E& g and customization. Concerned with the creation of experiential or emotiopy|
5:; e el e value, customer intimacy positioning strategies focus on dimensions sych 4
EARRN.G.29 the following:

Buckley's cough syrup is positioned on the outcome ' . B.E. i e
“Lworks," consistent with a product leadership strategy. ¢ Sensory experience (e.g., KFC: “Finger lickin’ good”; A&W: “That frosty mug sensation’)
* Excitement, adventure (e.g., Nike: “Just do it”; Pontiac: “We drive excitement”; Cly,

customer intimacy Med: “Do it now, do it fast, and do everything at the same time”)

A strategy concerned with creating tailored . e e o ; . )
solutiongyfor narrowly defined market segments. * Funor pleasure (e.g., McDonald’s: “I'm lovin" it”; Lay’s: “Betcha can't eat just one”)

* Emotion (e.g., Harlequin: “Live the emotion”; Hallmark: “When you care enough to

operational excellence send the very best”)

Asialegy focsd o st elfechveness, * Social value (e.g., De Beers: “Diamonds are forever”; AT&T: “Reach out and touch

efficiency, and customer convenience. ,
someone”

symbolic-expressive value . . adivad fa o e o . "
Differentiating your brand by the psychological * Responsiveness, customized, personalized {e.g., Burger King: “Have it your way’;

meaning associated with it,

Speedy Muffler: “At Speedy you're a somebody”)
* Safety or security (e.g., Allstate: “You're in good hands with Allstate”; Michelin:
“Because so much is riding on your tires”)

* Novelty, knowledge, or fantasy (e.g., Disney Online: “Where the
magic comes to you”; Microsoft: “Where do you want to go today?’)

Operational excellence is 3 strategy focused on cost effectiveness,
efficiency, and customer convenience. Companies such as Zellers,
WestJet Airlines, Dell, and Ikea are tenacious at lowering costs and
customer prices while making it more convenient to do business with
them. Concerned with the creation of cost-sacrifice value, operationd
excellence positioning strategies focus on dimensions such as the
following:

* Price(e.g., Zellers: “Thelowest price is the law”; Buy.com: “Canada's
low price Internet superstore”)

* Value (e.g,, Ikea: “Swedish for common sense”)

* Convenience (e.g., 7-Eleven: “Oh thank heaven”; American Expre¥
‘Don’t leave home without it”)

. lI?ersonaI investment of time, effort, or energy (e.g., Yellow Page®
Let your fingers do the walking”)

Courtesy of The Body Shop

TEh"';'b't 6.20 * R_iSk (.e.g., Levi’s Jeans: “Have you ever had a bad time in Levis?’
Pr:cﬂg:sy ?ggﬁ zdgg?:eis '?;OS%UEd {0 natural and ethical progysts and isterine mouthwash; “Even your best friends won' tell you’)

] > eI dentify with this approagh, ¢onsi i ic-
Symbolic-expressive valye Sttegy, . Consistent with 3 expr::swther common Positioning strategy is concerned with symbolxc

ive value— d,-fferentiating your brand by the psyChologic
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cHA"TER

i ith it. Some prod
. assoclated wi products (luxury goods, for ex
3 ; . 4 ample) appeal to consum-
oncepts and .self worth; that is, they make us feel good ab PP
* ich as mUSiC oretmifortfontis; amang m out ourselves. Other
pro u .th people or events that onl & many. othess)ihave peasanal mear i =
2550 jations VYI P. th Tide b only have meaning to a particular consumer (such
o association wi dl f eca}:xse your-Mom used it). Products can also provide a means
| self-e"Pressmné Prs(;1 ucls tsiuc a? Calvin Klein fragrances, Roots clothing, a Volkswagen
o The Bo );: thi)é).tz 2c())nssa.low consumers to reflect or express their personalities,
fastesr and values ( £ lBlV.IW). till Ot-her PrOducts focus on social meaning—how others
e 15 Produ(.its such as ) cars, Birks jewellery, and Lee Valley Tools are purchased
ause of their prestige, status, or image. Brands can also be positioned on one or more of

gt four symbolic meaning dimensions. For example:

, Self ;dentity/concept /worth (e.g., L'Oréal: “Because I'm worth it”)
, personal meaning; (e.g., Kodak: “Share moments. Share life”)

, Self-expression (e.g., Canon: “Express yourself”)

» Social meaning (e.g., Grey Poupon: “Pardon me. Do you have any Grey Poupon?”;
Rolls-Royce: “Trusted to deliver excellence”) '

There are marny other marketing strategy frameworks or typologies that you will Jearn
sbout in @ marketing strategy course. However, there are some other ways to differentiate
products and establish a brand’s position in the marketplace. These include strategies that

emphasize:
+ Product class leadership: e.g., BMW “The Ultimate Driving Machine.”
+ Relative positioning: The Pepsi Challenge claims “More people pre-
fer the taste of Pepsi over Coke.” (This is an example of head-to-head
competitive positioning, where other organizations try to associate
their brand with the market leader.)

201

Catharine »
Downes I A

APPLYING 74 strategic Orierﬂatit;n

Catharine Downes and the NSCU are
considering targeting the West Coast affluent
consumers with a customer intimacy /
customer responsiveness strategy where they
would be more “local” and more responsive
and adaptive to the financial needs of this
particular segment than the larger banks. =)

e

brand concept
How the marketer wants the brand to be

positioned.

T =5
L

P

+ Use occasions: Wrigley’s guiu is an alternative at times when smok- .
Smiles from coast to coast.

ing is not permitted.

* Users: Sunny Delight is the “Goodness kids go for.”

Differentiation
w you will compete, differen-

While strategic orientation explains ho
ffer will be different from and

tiation explains how, specifically, your o
better than competitive offerings, at least in the minds of your target
;\‘:ZZOmerS, A brand concept is how a firm wants to be differentiated.
Videgi:; for example, wants to be known as the airline brand that pro-
i e best Val}le—low prices and good service from friendly, per-
. staff (F?fhlbit 6.21). BC Ethic, the apparel manufacturer known
Seinfe]l:; <’>p ularizing the retro, button-down bowling shirt style worn by
ey ns K'ramer,39 positions its shirts as being “cool” and supports thzf\t
atits h_kaflon by offering customized embroidered shirts free to music
”jlaﬁonse the Barenaked Ladies and Cypress Hill. Most successful‘orga—
Sion of va]ar e able to differentiate themselves on more than one dimen-

ue to customers. Starbucks, for example, competes on quality

Fast, fun anq friendly—as Canada's national low-fare leader
we'll get you to your destination for less.

W aff
Way) :(:dable luxury), selection and customization (you can have it your
Nvenience (many locations), and atmosphere (replacing bars as

apIﬂCQt R

N i;,somalize with friends). we St]et wVE<T

: . s cat v e ’H
hi t good enough to simply say that you are going to offer Ok CALL 1.800.538.56% =y &

are too superficial.

Qualj
May ty or better service. Those descriptions
etter about their

efers
ity op ;eed to explain exactly what is differentand b
k eir service. For a doctor’s office, fo

Exhibit 6.21

r example, service quality WeslJet competes with a value positioning.
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brand image
How consumers perceive the positioning of the

brand.

perceptual map
A picture of where products or brands are

*located” in consumers’ minds.

Catharine

Downes

APPLYING Differentiation

NSCU's customer intimacy/customer
responsiveness strategy alternative would
see them be more “local” and more
responsive to the West Coast affluent than
the larger banks. Specifically, they could
differentiate the NSCU by redesigning the
physical space of NSCU branches to reflect
affluent West Coast architecture, furniture,
and fixtures. They could provide amenities
like lattes and cappuccino, and tailor their
financial services to include niche commercial
and residential mortgage products,
integrated wealth management and
insurance solutions, and owner-operated
business solutions. There may be other ways
of specifically differentiating their service,
but the key is to be specific in explaining
what makes you different and better than
your competitors, ‘b

I 'i

might specifically mean that patients d.on’t -wait more th:n 5 mjnute.s fora schedeg o
ment, phones are answered by the third ring, and an hour a day is unscheduleq 1, af;‘t
modate emergency cases.
Much of marketing co
brand’s differentiation in th
is not achieved. Brand image is

mmunication strategy (Chapter 10) involveg EStablishin
e minds of its customers, but sometimes the intendeq

the perceived positioning of a product by consiy
Canadian consumers, for example, perceived K.norr soups, sa-uces, and marinadeg as beiy
urefined, polished, and sophisticated”——but Unilever wanted its Knor.r b’l'an 4t be mop, h
cessible and work as an everyday solution. The company devel'oped 1t§ " A. Little Bty
campaign to reinforce the idea that Knorr producf§ 'have more mteres@g ingredients thay
competitors’ brands and offer numerous opp?r@hes for EV?I’?’day culinary creativity 7,
phrase “alittle bit more” in Knorr’s commumcatl'o.n strategy is 1Fs sloga.n or tag line—hg,
usually communicates the unique selling proposition or key ?omt of differentiation ynde,
lying a brand’s positioning. We will see other examples of this shortly.

To decide your differentiation, you need to understand your competitor’s Positioning
what competitors are out there, and how does the target market perceive them? Aside frop,
direct competitors in the product category, are there other goods or services that provide
similar benefits? Sometimes, the indirect competition can be more important than the direct,
especially if it represents an emerging consumer trend. For years, McDonald’s developed
positioning strategies based only on its direct competition, which it defined as other large
fast-food hamburger chains (translation: Burger King and Wendy’s). McDonald’s failed to
realize that, in fact, many indirect competitors fulfilled consumers’ needs for a quick, tasty,

convenient meal—from supermarket delis to frozen microwavable single-serving meals to
call-ahead takeout from full-service restaurants like T.2:. L Friday’s, Outback, and Chili's.
iza: it must react to this indirect com-

Only recently, McDonald’s has begun to understand

petition by serving up a wider variety of adult-friendly “od and shoring up lagging service.
Their latest home run is the McCafe concept, with coifee products aimed squarely at taking
business away from morning mainstays Starbucks anct Tim Hortons.

How do marketers determine where competitors” products (and their own) actually
stand in the minds of consumers? One solution is tc ask consumers what characteristics are
important and how competing offers would rate on these attributes. Marketers use this in
formation to construct a perceptual map, a picture of where products or brands are “located”

in consumers’ minds.

For example, suppose you want to construct a perceptual ma
as perceived by Canadian women, to give you some guidance while developing an idea
a new magazine. After interviewing a sample of female readers, you determine questior®
women ask when selecting a magazine. Is it “service oriented,” emphasizing family, homé
and personal issues, or is it “fashion forward,” oriented toward personal appearance an
fashion? Is it for “upscale” women, who are older and established in their careers, o
relatively “downscale” women, who are younger and just starting out in their careess’ .

The perceptual map in Figure 6.10 illustrates how these ratings might Jook for cert?
major women’s magazines. It depicts the aggregate or average perception of how bra.n
are perceived by multiple consumers on the dimensions of upscale/ downscale and Semcee
fashion, and it should be recognized that no individual consumer may hold these aver®®
perceptions. The shaded areas in Figure 6.10 represent two segments of consumers who 0
the benefits and attributes offered by the set of magazines encircled. These ar€ only M.(:,e 2
many dimensions on which consumers compare magazines; marketers typically prod ot
series of positioning maps to understand how their and other brands are perceived bYI Cw)’
sumers. Other dimensions on which to position magazines might include cost 'Hh/ﬂ? ”
age appropriateness (young/ old), sex appropriateness (mainly for men/mainly fof wo
and content (serious/frivolous), among other possible dimensions. . ghtbe

The map also provides some guidance as to where your new women’s magazin€ i
positioned. You might decide to compete directly with either the cluster of service M 1

p of worrnen’s magazines
for
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ﬂguptua' maps are used to lllustrate the perceived positioning of ¢
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in the middle left or the fashion magazines in the upper right. In this case, you would have
to determine what benefits your new magazine might offer that these existing magazines do
not, Chatelaine, for example, repositioned itself in 1999 from a service-type magazine to a more
uban, contemporary, youth- and fashion-oriented publication. This repositioning moved
Chatelaine further away from its nearest Canadian competitor, Canadian Living.

Tointroduce a new magazizie, you might try to locate an unserved area in this perceptual
map. A blue ocean strategy is where you create a new market and get to define the playing
field before competitors enter. Eivit Street, a relatively new entrant to the Canadian women'’s
magazine scene, has tried to pusition itself for the upscale woman who is interested in articles
ona broad range of topics, a part of the market that it felt was unserved. An unserved area
of the map represents either an unserved segment and, hence, a potential opportunity for
marketers, or a positioning that is not in demand by a segment of consumers. According to
Figure 6,10 (see “ideal”), there may be room for a magazine targeted to downscale “cutting-
edge” fashion, perhaps for younger women.

Positioning maps are similar to perceptual maps, except that they may include factual
Wwell as perceptual information. By including factual information in the map, marketers

@nillustrate how brands actually compete in a marketplace.

Defendability

T?\e thoice of strategic orientation and the basis of differentiation is dependent on an orga-
"‘thlion’s ability to defend that positioning. Analysis of your ability to defend a parti(:\.nlar
o fioning Tequires an assessment of the strengths and weaknesses of your own 01'831‘.12_3'
g and your ability to create sustainable competitive advantage, and the' opportunities
s in the external environment—in particular, consumer behavxouf and your
o Tent of the strategies, capabilities, and likely reactions of your competitors (recall
i Malysis from Chapter 2). Based on this analysis, you need to explain l"low yo; are
%ti be abe o compete the way you said you will compete, how you will be:h e to
the ba.c,ise Valu.e you said you will create, and how you will be' able to @adlztzl? 0;; t:rnc:t
of differentiation that sets you apart from others in the min y g

- e ===
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blue ocean strategy

A positioning strategy where you create a new
market and get to define the playing field before
competitors enter.

positioning maps

lNlustration of the positioning of competing
brands that draws on facts about each brand,
such as characteristics or key attributes.
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Table 6.1 | Positioning Strategy Implementation

—

Strategy

Structure

Culture

Resource

Focus

Product Leadership

Innovate, bring new
products to market quickly
that have superior features,
functions, performance, or
outcomes

Flat, organic, flexible

Entrepreneurial, creative,
rewards innovation

Research & development

New product development,
production, distribution

Customer Intimacy

Develop exceptional
customer experiences
and tailored, customized
solutions

Decentralized,
empowerment close to
customer contact

Customer oriented,
flexible, rewards customer
satisfaction and loyalty

Customer research

Service quality, customer
support, flexible
manufacturing

Operational Excellence

Provide the best value by
reducing costs, lowering
prices, and making it easy
to do business with you

Strong centralized
decisions focused on
process or system
improvements

Bureaucratic, run by
accountants, cost savings
are rewarded.

Procurement

Distribution, scale
efficiencies,
manufacturing
efficiencies

Symbolism/Meaning

Develop superior Symb
or meaning for yoyr '
product that creates

psychological attachme,
to your brand t

Centralized decision
making to control
corporate and brand img
strong brand managemeyy’
structure

Culture reflects and
supports brand positioning,
Brand management is
rewarded.

Marketing communications

Product quality, brand
management, customer
research

customers.This explan
competencies (know how

Different strategic oriertatisns rege
focus, and resource allocation, and they

cultures (Table 6.1). This makes it difficult to be the ind
areas. At issue is whether an organization has the skills, abilities, reso
structure, and culture to create the intended offer such that it will be per
members of the target market on the differentiation dimensions reflecte
strategy; whether the organization can communicate this effectively to the
whether it can continue to do this until its goals are met as an organization.

to explain how they are going to be able to sustain the basis for value creating diffe

Y, and /or the situation.
ire different organizational strengths (capabilities),
are often associated with different organizational
ustry leader in more than one of these

in the minds of its target customers.

ation tvpica v centres on having the re uisite resources, people, core
F :

urces, organizational
ceived as superior by
d in the positionirg
target market; and
Marketers need
rentiaﬁoﬂ

For example, what allows NSCU to defend their customer-intimacy strategy positioni®s
for “West Coast affluent” consumers, because other banks or credit unions coul
First, NSCU is geographically focused. Other banks and credi
consistent image across regions. Second, NSCU is membership based. If th
to focus on a particular segment that reflects a large proportion, but not a
ship base, NSCU can do so. The larger banks have a broader m
the ability (from licensing regulations) or the desire (from a public
focus on any one segment among the many who utilize their servic
resources to effect this change; by being geographically focused they
knowledge of local real estate and business markets, they could train existing
responsive and adaptive to the needs of the West Coast
competencies in financial planning know-how through recruitment or s
there is some advantage in being the first to focus. The other banks and
look to be copying NSCU if they also chose to specifically focus on the West Coast

4 do thistoe?

t unions may need to support?

eir members
1L, of the men®”
andate and may 1% b
relations peTSPeCﬁve) >
es. Third, NSCUT#
have a moré in
staff tobe o

elr
ce
affluent, and can enhan f Iy

taff training:
credit union’

i
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cH

gring @ Product to Life: The Brand Personality
r

brand personality
A distinctive image that captures a product or
service's character and benefits.

o final element of a positioning strategy for many marketers, particularly those
tm lementing a customer-intimacy or symbolic-expressive value creation strategy, is
lmpgn abrand personality. Brands, like people, can be described in terms of personality
::;5 'fhese descriptions might include words like cheap, elegant, sexy,

bold, or wimpy.
A Posiﬁonjng strategy often tries to create a brand personality for a product or service—

2 distinctive image that captures its character, soul, and benefits. An advertisement for
Elle magazine, which bills itself as the number-one fashion magazine for women, once
said, “She is not a reply card. She is not a category. She is not shrink-wrapped. Elle is not
2 magazine. She is a woman.” When the Mark Anthony Group was developing a name
for its lemonade-based alcohol product, it did research with consumers to determine
what name would communicate the right brand personality. The “person” it chose for its
hard lemonade, “Mike,” is described as a “fun, party, happy-go-lucky guy who is infatu-
ated with lemons.”*? Other organizations use mascot

s or characters to help create brand
personality. Energizer has the Energizer Bunny. Cell phone companies have focused on
various animals to promote brand personality,

from lizards to fish to beavers. In 2011,

Telus developed a Facebook campaign where Canadians were given a chance to vote for
which of 27 7

critters” would be the next Telus campaign star. Brand personalities are often
reflected in logos. The clothing ad from Chile in Exhibit 6.22

Pits a shark against the more
familiar crocodile—with bloody results,

One of the most effective marketing campaigns to establish brand personality has been
Apple’s Mac-PC campaign that depicts PC as an overwei

person and Mac as a personable, creative, and sophisticated young adult. In a series of
interactions between Mac and PC, the audience lea

ms the key basis of differentiation between
Macs and all the PC brands. You can see the ads on Apple’s Web site (

wWww.apple.com), and
on YouTube you will find many parodies of these ads—evidence of th
target audience.

ght, middle-aged accountant-type

eir resonance with their

B
@ Maul any Sons_ All rights reserved. Courtesy of Zegas DI
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11l

THE AcTion |HERD FOR Yypur UM

Exhibit 6.23

Marketing researchers find that most consumerg ; ’,
trouble describing what a product would be like “jf j ca‘(e ng ii
life.”4! People tend to anthropomorphize (ascribe humanm% !
butes) to many things around us: pets, cars, and brands, Ta :
If Air Canada walked into the room would Air Canada pe Lo
or female? How old would she or he be? Thin or overweig}::fe
Air Canada married or unmarried? Is s/he friendly or cold “ls
aloof? service oriented or self-serving? What does s/he 4, v:\d |

her spare time? What does s/he care about? What kind of hougg |
does s/he live in and what kind of car does s/he drive? |
colour is Air Canada’s hair? Now try it again for WestJet. Hyy g .
the brand personalities differ? |

A change strategy is repositioning, and it’s fairly commg, |
to see a company try to modify its brand image to keep up wiy,
changing times. For example, after 124 years of positioning jtself |
as the brand that “kills the germs that cause bad breath,” [js |
terine lost market leadership in the 1980s to Scope and private
label brands, in part because the brand was perceived as being
cold, old-fashioned, authoritarian, serious, and stuffy—muchlike
Margaret Thatcher, the British prime minister at the time.* In the
1990s, Listerine tried many times to reposition its brand, butit
could not shake its authoritarian brand personality, and consum- |
ers closed their ears 10 bad-breath lectures. Earlier this decade,
Listerine research iden tified that consumers were now much more
tartar, and gingivitis and thata shift to healthier
gums positioning could be compelling and ownable Research
isterine reduces gingivitis better than
The challenge was then to developa

aware of plagui;

also found that tiwe use of

brushing and flossing aicne.

Listerine was able to change its brand personality using its action-hero campaign
and significantly regained market share.

repositioning
Madifying a brand image to keep up with
changing times.

By developing a parody of a comic book action hero

evil gingivitis, Listerine was able to transform its image and isn

new brand persorality that was both lighthearted and powerful

that fights the
ow perceived by consumes

as powerful, larger than life, immortal, and unfailing (Exhibit 6.23).

(6
et

e

Brand Personality

How do you measure the personality of a brand? Pro-
fessor David Aaker offers the Aaker Brand Personality
Scale, where 42 questions relate to five dimensions of
brand personality: sincerity, excitement, competence,
sophistication, and ruggedness. This scale was used in
a "Measuring the Value of Product Placement” study
conducted by CTV Market Research and Group M
(a unit of marketing giant WPP Group, comprising its
media networks Mediaedge:cia and MindShare). The
objective of the study was to determine what impact
placement/integration has on a brand’s personality.
The study used CTV's nightly entertainment show
e-Talk Daily as a test vehicle. A total of 300 people
aged 18 to 54 who are viewers of e-Talk Daily or
similar programs, participated in the study.

< and shown 0%

arketers' involve:
30-secon

mented

They were divided into group
of four test tapes in which the m
ment ranged from no ad exposure, toa
commercial, to a 30-second commercial aud
by either product placement o product integrato®
Product placement and integration W foun®
have a discernible impact on brand P (e
product recall, and purchase intent one &
brand participants, LG, found that their fa"k";?]al_
the excitement category of Aaker's Bram'i pers ]
ity Scale grew 32 percent following the '“tegr:na ;

Mark Husak, managing partner of Mi“dshar.e ortart
in Toronto, calls this “one of the most i"? (k0

findings" of the study. “It allows us © relate

some specific marketing strategies 0 unders
n43

that dimension works. j/
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Iemenﬁng the

lmls’i jioning Strategy
po Lccess of a target marketing strat-
s

o5 ON A marketer’s ability to
ey 1.1111 and select appropriate target
idﬁ“nfy and then devise a positioning
markeﬂl set apart their offer from those
thatw. competitors that will be highly
of ‘helr_ to the target market, and that

aPPebe defended. Because everything
j; depends on segmentation 'and po-
oning decisions, segmentation and
sosiﬁoﬂi"g’ togethe_r, are the .two most
mportant concept.s in mafketmg..

The marketing mix decisions

clating to product, pricing, distribu-
o, and communication are then
ade in @ way that supports the
jesired  positioning.  For example,
Montreal-based G.I. Energy Drinks de-
veloped the following strategy when
it introduced the Guru energy drink.
The company segmented the market in
ferms of age and psychographics, and
then targeted a segment of 16- to 24-year-olds, whose profiles indicated they were into
‘ew-age” beverages that would give them a feeling of energy without unhealthy addi-
tives. The company reached these consumers by selling its drinks at raves in Montreal and
Toronto (see Exhibit 6.24), advertising in club culture magazines, and sponsoring events
like snowboarding demonstrations. A company spokesperson describes the Guru posi-
tioning strategy this way: “Wse really feel the best way to reach people is through trial and
onsite promotions. . . . We want to provide the consumer with a drink that will enhance
the activity they are already participating in.”* Marketing decisions are the focus of the
remainder of this text.

The target marketing process is ongoing,. Over time, an organization may find that
itneeds to change the segments it targets or adapt to changing needs or wants of people
in their chosen segments. Marketers need to monitor these changes and adjust their
Positioning strategies when necessary. Sometimes marketers redo a product’s position
'to fespond to marketplace changes. For example, in response to the trend for dual-
ficome families not being home to eat lunch, the Campbell’s Soup Company is trying to
®position itself from being a soup company to being a food company. Its Power2Cook
“Mpaign (www.power2cook.ca) uses traditional advertising, direct marketing, and a

*“tooled Web site to teach young and busy cooks, male and female, how to prepare tasty
"l using Campbell products.

_P Ositioning is not easy. The main challenges are (1) vague positioning, where com-
Pf*fues do not clearly articulate their main point(s) of differentiation; (2) confused po-
d’itflzning, Where the positioning strategy keeps changing (like Mc]?onald’s), making it
t thc ult for consumers or customers to understand what the brand is supposed to mean

m; (3) e companies do not differentiate themselves

0
! and (4) over positioning, where

Exhibit 6.24

i off-target positioning, wher
Comy, Ensiong important to consumers or customers;

anj §pe . .
h Mes position themselves too narrowly, either appealing to too small a market

cond.ent or being unable to change or adapt their positioning with changing market
lti()ns

| SHARPEN THE FOCUS: TARG
: E 07
T MARKETING STRATEGIES AND CUSTOMER RELATIONSHIP MANAGEMENT 2

© Photos.com/Thinkstock

Many Canadian energy drinks, such as Generator and Guru, reach target segments by being sold at raves.

~ N\
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customer relationship management
A systematic tracking of consumers’ preferences
and behaviours over time in order to tailor the
value proposition as closely as possible to each
individual's unique wants and needs. CRM
allows firms to talk to individual customers and
to adjust elements of their marketing programs
in light of how each customer reacts.

touchpoint
Point of direct interface between customers and
a company (online, by phone, or in person).

5 Customer Relationship
Management (CRM):
ocive - Toward a Segment of One

Explain how
marketers increase
long-term success
and profits by
practising customer

We've talked about how marketers identify a unique 8TOUp of con,
ers and then develop products specifically to meet their needs, Anzum
talked about how marketers today build products to meet the . We
of individual consumers by using mass customization technique:et
we discussed in Chapter 1, currently many highly successful mal"ket-
management. ing firms embrace custom?r relatioanhip management (CRM) Pro.
(pp. 208-211) grams that involve systematically tracking consumers’ preferences o, q
behaviours over time in order to tailor the value proposition as ClOSely

as possible to each individual’s unique wants and needs. CRM alloyg

firms to talk to individual customers and to adjust elements of their marketing programs i,
light of how each customer reacts.® The CRM trend facilitates one-to-one marketing, which

includes several steps.*

relationship

1. Identify customers and get to know them in as much detail as possible.

2. Differentiate among these customers in terms of both their needs and their value to the

company.
3. Interact with customers and find ways to improve cost efficiency and the effectiveness

of the interaction.

4. Customize some aspect of the goods or services that you offer to each customer. This

means treating each customer differenfly based on what has been learned through

customer interactions.”

Table 6.2 suggests some specific activities o implement these four steps of one-to-one
marketing. Remember, successful one-ts-one marketing depends on CRM, which allowsa
company to identify its best customers, stay on top of their needs, and increase their satis-

faction.”®

CRM: A New Perspective on an Oid Problem

and about customers being able to com
CRM systems are applications that
and often the Internet to capture

face between customer

CRM is about communicating with customers,
municate with a company, “up close and personal.”
use computers, specialized computer software, databases,
information at each touchpoint, which is any point of direct inter
and a company (online, by phone, or in person).

These systems include everything from Web sites that let yo
bill or package to call centres that solicit your business. When you
site to track a lost package, that’s part of a CRM system. When you get a phone messag?
from the dentist reminding you about your appointment tomorrow to get a filling fixed
that's CRM. And when you get a call from the car dealer asking how you like yowr e¥
vehicle, that’s also CRM. Remember how in Chapter 3 we said information is the fuel
runs the marketing engine? It is through CRM that companies act upon and manag® ¢
information they gather from their customers.

u check on the status ofa
log on to the FedEx Web

¢ Amazon.com is the world champion master of the happy customer approach to CR:'::
oductP

For loyal users, Amazon tracks visits so it can customize advertisements, P
motions, and discounts for each shopper. And, if you happen to have a passion for sa)' ;
grunge bands of the 1990s, the Web site is quick to recommend that new retroSP

on Pearl Jam the next time you visit.*’
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-es2 | The Four Steps of One-to-One Marketing
—_— .
step Suggested Activities
[dentify Collect and enter names and additional information about your customers.

Verify and update, deleting outdated information.
pifferentiate Identify top customers.
Determine which customers cost the company money.

Find higher-value customers who have complained about your product more than once.

Find customers who buy only one or two products from your company but a lot from other companies.
Rank customers into A, B, and C categories based on their value to your company.
Interact Call the top three people in the top 5 percent of dealers, distributors, and retailers that carry your product and make

sure they're happy.

Call your own company and ask questions; see how hard it is to get through and get answers.

Call your competitors and compare their customer service with yours.
Use incoming calls as selling opportunities.
Initiate more dialogue with valuable customers.
Improve complaint handling.
Customize Find out what your customers want.
Personalize your direct mail.
Ask customers how and how often they want to hear from you.

Ask your top 10 customers what you can do differently to improve your product.

Involve top management in customer relations.

Source: Adapted by permission of arvard Rusiness Review from Don Peppers, Martha Rogers, and Bob Dorf, “Is Your Company Ready for One-to-One Marketing?" Harvard
Business Review (JanuaryFebruary 1385, 15i-£0. Copyright © 1999 by the Harvard Business School Publishing Corporation. All rights reserved.

* Coca-Cola launched iis My Coke Rewards online program, the multiyear customer-
loyalty marketing blitz intc which it poured millions of dollars.

¢ At Holt Renfrew CRM is central to the “company culture” of putting the customer at
the core of everything they do, but one thing they do very well is events designed to
connect with consumers and create an emotional attachment to the brand. The retailer,
for example, recently invited 100 of its best customers to a private dinner with designer
Michael Kors.™

Characteristics of CRM

In addition to having a different mind-set, companies that successfully practise CRM have
different goals, use different measures of success, and look at customers in some different
ways. Followers of CRM look at four critical elements, as portrayed in Figure 6.11: share of
customer, lifetime value of a customer, customer equity, and customer prioritization. Let’s
have a look at each of these ideas now.

Share of Customer

Historically, marketers measured success in a product category by their market share. For
t’j"alrlple, if people buy 100 million pairs of athletic shoes each year, a firm that sells 10 mil-
¥lon of them claims a 10 percent market share. If the shoemaker’s marketing objective is to
'Ncrease market share, it may lower the price of its shoes, increase its advertising, or offer
“Ustomers g free basketball with every pair of shoes they purchase. These tactics may In-
Crease sales in the short run. Unfortunately, they may not do much for the long-term success

B
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share of customer
The percentage of an individual customer’s
purchase of a product that is a single brand.

lifetime value of a customer

The potential profit a single customer's

purchase of a fim's products generates over the
customer’s lifetime.

Catharine
Downes

APPLYING  CRM

Catharine Downes and NSCU understand
CRM and the concepts of lifetime value of a
Customer and customer equity, which is why
they are examining the strategic
repositioning of targeting West Coast
affluent members, These are the high-value
wspmers from which the credit union
derives most of its earnings. ‘e

Figure 6.11 Characteristics of CRM
Followers of CRM look at share of customer, lifetime value of a customer, customer equity, ang
. and cugy,
Mer

Lifetime value
of a customer  §

prioritization.

Characteristics
of CRM

Share of
customer 3

Customer
prioritization

of the shoemaker. In fact, they may actually decrease the value of the brand because they

cheapen its image with giveaways.
Because it is always easier and less expensive to keep an existing customer than to
get a new customer (yes, we've said that already), CRM firms try to increase their share of
customer, not share of market. Let’s say thata consumer buys six pairs of shoes a year—two
pairs from each of three different marcfaciurers. Assume one shoemaker has a CRM system
that allows it to send letters to its curzent custoiners inviting them to receive a special price
discount or a gift if they buy more of the firm’s shoes during the year. If the firm can getthe
consumer to buy three or four or perhaps all six pairs from it, it has increased its share of
customer. And that may not be too difficult, because the customer already likes the firm’s
shoes. Without the CRM system, the shoe company would probably use traditional adver-
crease sales, which would be far more costly than the customer-only direct-mai
st than it would

tising to iny
campaign. So the company can increase sales and profits at a much lower co:
spend to get one, two, or three new customers.

Lifetime Value of a Customer
As you'll recall from Chapter 1, the lifetime value of a customer is the potential profita
single customer’s purchase of a firm’s products generates over the customer’s lifetime. !
just makes sense that a firm’s profitability and long-term success are going to be far greater
if it develops long-term relationships with its customers so that those customers buy ﬁo{“
it again and again. Costs will be far higher and profits lower if each customer’s purchas
a first-time sale.

How do marketers calculate the lifetime value of a customer? They first estimate? cus
tomer’s future purchases across all products from the firm over the next 20 or 30 years
goal is to try to figure out what profit the company could make from the customer in the
future (obviously, this will just be an estimate). For example, an auto dealer might 2l p
the lifetime value of a single customer by first calculating the total revenue the customer
generate for the company during his or her life. This figure includes the number of auto™”
biles he will probably buy times their average price, plus the service the dealership wo.
provide over the years, and even possibly the income from auto loan financing. Theli
value of the customer would be the total profit the revenue stream generates.

e
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stomel' Equlty
(! . ing number of companjes i ;

increasing parues, just like NSCU, consi . . .
ol :::omers s financial assets. These fi. » consider their relationships
b C . 3 .
i —the fin .

‘f their customer eqmg y ancial Value. of a customer throughout the lifetime of the  customer equity o
0 o nshjp,5’ To do this, ey_COmpare the investments they make to acquire customers The financial value of a customer relatlor_lshlp
: then t0 retain them to the financial return they'll get on those investments throughout the lifetime of the relationship.

n .

uson High-Value Customers

g @ CRM approach, the 0rganization Prioritizes its customers and customizes its
o munications to them atccordmgly. For example, any banker will tell you that not all
jomers are equal when it comes to profitability. Some generate a lot of revenue because
pank interest on loans or credit cards, while others basically just use the bank as a
onvenient place to store a small amount of money and take out a little bit each week to buy
er, Banks use CRM syst.ems to g'enerate a profile of each customer based on factors such as
Jalue, 1isks attrition, and 1'nterest in buying new financial products. This automated system
helps the bank decide which current or potential customers it wil] target with certain com-
qunications or how much effort it will expend to retain an account—all the while cutting
ifs costs by as much as a third. It just makes sense to use different types of communication
«ontacts based on the value of each individual customer. For example, personal selling (the
nostexpensive form of marketing communication per contact) may constitute 75 percent of

4l contacts with high-volume customers, while direct mail or telemarketing is more often
the best way to talk to low-volume customers.

Here’'s my choice. ..

ople, Real Choices

Why do you think
Caﬂlarine chose Option

option 22 N— __a

How It Worked Out at NSCU

The NSCU Marketing team has moved forward with implementing Option 2: developing a more targeted
strategy focused on the West Coast affluent with the marketing team shifting its efforts to support delivery of a
differentiated experience to the target affluent customer, in concert with the organizational efforts to overhaul
the look and feel of NSCU branches and raise the bar on staff professionalism and knowledge (particularly for
advisory personnel).

Marketing segment analytics were the engine used to assign "mass affluent” and * emerging wealthy"
members to a dedicated financial advisor. This has helped NSCU ensure that it has the right people assigned
to the right sales channel; with its most experienced, highest-cost financial/investment advisors devoting their
time and efforts to increasing the credit union’s share-of-wallet among existing affluent members
a group of brand advocates that generate word-of:mouth referrals to NSCU.

Differentiated marketing communication tactics were employed to reinforce the one-to-one “trusted
advisor” relationships. All correspondence, promotional offers, and a unique
monthly e-newsletter are personalized, provide m'ore sgphistiFated content appr
lios, and appear as if they've been sent from the financial advisor's desk, all buil
tion and providing a persistent reminder of the value the advisor can provide in proactive value-added advice,

Marketing promotion has persistently focused on NSCU's wealth manage

i ISCL . ment services, financial planning,
and advisory capabilities in all its integrated communication tactics and across all media channels, with very
AN

Option

and creating

“for assigned members only”
opriate to larger wealth portfo-
ding a greater personal connec-
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