Level 2

ZERO IN ON YOUR MARKET

PURPOSE:

· To divide a business’s customers into market segments

· To match market segments to the demographics of the business area

· To identify target markets for a proposed business

MATERIALS:

· Copies of handout: “Zero In On Your Market” (1 per participant)

· Chart paper (or board) and markers

TIME:
60-90 minutes

EXPERIENCE:

IN ADVANCE:  Choose two businesses to analyze during this activity (the businesses in “Geeks, Candles, & Caffeine” are appropriate choices).  You will demonstrate the analysis process with one of the businesses, and participants will analyze a second business in small groups.  Choose a business and work through the questions on the worksheet before class.    

1. Introduce the activity by going over the learning objectives (PURPOSE) above.

2. Give each participant a copy of the “Zero In On Your Market” handout and explain that the class will go through one example together (Business A), and they will analyze a second business in small groups (Business B).  

3. Go through the worksheet for the business you chose.  Briefly review each of the segmentation strategies and ask for participants' input regarding the segments identified.  Write these on the board and encourage participants to take notes in the Business A columns of the worksheet.  

4. After working through the questions for Business A, describe the target market(s) for Business A.  Ask if there are questions before they divide into small groups to work on a second business.  

5. Divide the class into groups of 3-5 members.  Assign a business (the same for all groups) to analyze using the Business B columns of the worksheet.

6. Have each group present its answer for one of the segmentation strategies. Allow other groups to add or suggest alternatives. Record responses on the board.  After each group reports, ask questions concerning their interpretation and identification of the target market.  Invite participants to ask questions and add their own insights, as well.

REFLECTION:

Allow 10-20 minutes for discussion and debrief, based on questions such as:

· Were there any words or concepts on the worksheet that need clarification?  How did you interpret them?

· What did you learn about the local market that you did not know before?

· What is the value in looking at the market in such detail?

JOURNAL: Which of the market segmentation strategies do you think is most appropriate for your business?  Why?

EXPANSION & APPLICATION:
· Participants should complete “Zero In On Your Market” for their own proposed business.  

· The market segments chosen may be used to plan promotional and advertising strategies for proposed businesses.

· The US government has volumes of information available free online at www.census.gov.  Many other websites (free and fee) also offer market and demographic data.

· Help participants understand that online and print data do not take the place of personal knowledge of a community.  Business owners who know their market personally are more likely to successfully identify and attract customers.  

ZERO IN ON YOUR MARKET

The 80/20 Rule

Eighty percent of a business’ sales will come from twenty percent of its customers. The key is to determine who makes up that twenty percent.

1.  DESCRIBE THE BUSINESS’ PRODUCTS AND SERVICES:  What does the business sell?

	BUSINESS A
	BUSINESS B

	
	


2.  DEVELOP A CUSTOMER BEHAVIOR PROFILE.

A.  Psychographics:  Describe the personality traits and lifestyles (attitudes, interests, and opinions) of your customers.  Professional psychographics research is expensive and is usually carried out by large marketing firms, but developing your own psychographics profiles of customers can be insightful and beneficial.

Example:  the customer of a lawnmower shop might be described as: an outdoors person, green recycler, fitness nut, Average Joe, right side of the tracks person, extra money after school kid, lawn fanatic, small engine redneck, or garden clubber.

	BUSINESS A
	BUSINESS B

	
	


B.  Product Usage:  Divide the market into non-users, light users, medium users, and heavy users.

Example:  Lawnmower shop users might be divided as follows:  Nonusers: Apartment residents and those who hire someone to mow their grass.  Light users: Customers with small lawns to mow.  Medium users: Customers with large lawns to mow.  Heavy users: Lawn maintenance businesses.

	BUSINESS A
	BUSINESS B

	Non

Light

Medium

Heavy

	Non
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Medium
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C.  Benefits to the Consumer:  Describe what the product or service is going to do for the customer or why the customer is buying the product or service.

Example:  Benefits provided to lawnmower shop customers include: attractive lawns, opportunity to be outside, exercise, repair work, and business opportunities.

	BUSINESS A
	BUSINESS B

	
	


D.  Outside Buying Influences:  Describe outside influences that affect the purchase of your product or service.

Example:  A celebrity may be the spokesperson for the brand of lawnmowers the shop sells, influencing customers.  A hurricane may cause damage in the area, influencing the number of chain saws sold by the shop.  Weather conditions (drought, heat, hail, etc.) might affect growing conditions.

	BUSINESS A
	BUSINESS B

	
	


E.  Socio-psychological Needs:  Describe any emotional aspects of your community that may influence the purchase of your products or services.

Example:  A manufacturing plant closing in the area may influence the lawnmower shop’s customers to repair their old lawnmowers instead of purchasing new ones.  A growing economy may increase the sale of lawnmowers with extra features.  New subdivisions with homeowner’s “covenants” may raise requirements or expectations for yard beautification.

	BUSINESS A
	BUSINESS B

	
	


3.  DESCRIBE THE PHYSICAL ATTRIBUTES OF THE MARKET.

A.  Geographic:  Describe in detail the geographical service area of your business.  Examples include the local market (your community or county), regional market (several counties, up to a large portion of the country), national market (the whole country), external market (outside of the local area), tourist market, and virtual (Internet) market.

Example:  The lawnmower shop might serve primarily the county where it is located.

	BUSINESS A
	BUSINESS B

	
	


B.  Demographics:  Describe the human populations your business will target in your geographical service area.  For example, consider age groups, gender, family size, family life cycle (single, married, married with children, empty nest), race, and ethnicity (ethnic background, country of origin, religious preference, etc.). Try to get population estimates for each of the categories that you target.  

Example:  Lawnmower owners are mostly males with families.

	BUSINESS A
	BUSINESS B

	
	


C.  Socioeconomic:  Describe the population of the geographical service area your business will target in terms of social class and economic measures.  Examples include income, occupation, education, home ownership, and social class.  Try to get population estimates for each of the categories you target.
Example:  Low-income homeowners might be the best parts and service customers (because they fix their own mowers).  Middle-income homeowners might be the best medium users.  Rich folks will probably hire someone else to service their lawns.  

	BUSINESS A
	BUSINESS B

	
	


4. BASED ON THE BEHAVIORS AND ATTRIBUTES OUTLINED ABOVE, DEVELOP A PROFILE OF THE TARGET CUSTOMER(S) FOR THE BUSINESS.

	BUSINESS A
	BUSINESS B
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