Targeting Niche Markets 

Written by C. Gail Tibbo BSc, MBA, CMRP 

published in Sales & Marketing Executives International’s Marketing Times   

Winter 2004 – reprinted with permission
[image: image1.jpg]


Marketing is everywhere – consumers and business people are bombarded with marketing messages in many formats every day.  Take a close look at what is supposed to be good marketing and you will find that most of it is ineffective and expensive – and worse, does not make money for the company.  The simple rule of the industry – get the right product to the right customer, at the right time, for the right price, and in the right place – too often gets translated into “sell, sell, sell”, “run an ad campaign”  or the dreaded “do what you have to do to get an order”  Why is this so?  Lack of focus and lack of savvy marketing.  

Companies, large and small alike, need to be relevant to their target consumers.  It’s a customer centric world, where customers have been trained to expect products and services tailored to their needs and wants.  The better you understand and focus your attention on those customers, the more successful you will be.

Focus requires discipline.  You cannot be everything to everyone, but you can pinpoint who you can serve best with your key product/service offerings, and make that your focus.   Marketingspeak is peppered with pinpointing activities – segmenting, targeting, positioning, niche marketing.    These terms refer to tools that facilitate being the best you can be for an appreciative selection of customers – while keeping an eye on efficiency and financial considerations.  Great sales use all of the tools available to fine-tune the process, and so let’s explore using these pinpointing tools and their applications to focus marketing efforts.  
Pinpointing Tools 

Segmentation, targeting, niche marketing and positioning all work together.  Start with segmentation.  Only the most untrained and starry-eyed marketers would suggest that everyone is their market.  If the goal is to reach a mass market, different segments will require different marketing approaches – one overall plan will not “speak” to everyone effectively.  

Segmenting:  To segment well, take your overall market, and divide it into groups with some key element of homogeneity – industry type, size, geographic location, product usage.   Look at each segment, and determine whether or not you can market to it effectively and profitably.  Link segments to consumer behaviour, and think about the alignment of your products and services with the segment drivers.  
Targeting:  Determine how many segments you can realistically handle.  Ensure that those you choose are comprised of people or organizations with common needs and similar types of response to communications messages.  These become your target markets, and each market requires a separate marketing strategy.

Positioning:  You want to get into customers’ minds – to occupy a space, to be regarded as superior relative to competitors.  Positioning includes all of the efforts you make to establish your product and company in customers’ minds.  And, once you are there, you have to continually work to defend and maintain your position.  Competitors are always on the lookout for ways to edge in.
Niche Markets:  The ultimate target market is a target of one, but this is an uneconomic approach, and it is also risky.  While businesses segment their markets as insightfully as they can, the process is not perfect, and segments will not be perfectly homogeneous.  The larger the segment, the less homogeneous it will be.  Here is where the niche comes in.  Within a market segment, there are subsegments with very specific needs and characteristics – these are your niche markets.  They are the most attractive parts of your market, and those you feel you have the most affinity with.  Think of it as microsegmentation.
Why Use a Targeting Approach?
Customers are diverse – and so are their needs and wants.  Every customer is special and unique in some way.  A niche approach recognizes diversity and requirements, and allows the marketer to “speak” almost individually to each customer.   Markets are full of small pockets of potential, and in some cases, major competitors ignore these micromarkets, to their detriment.  Shrewd niche marketers can benefit by focussing on these niche markets.  Most business relationships work on the 80/20 rule – 80% of your revenues (and more likely 80% of your profits) come from 20% of your customers.  Those who fit into this lucrative 20% deserve most of your attention – imagine how much effort is expended marketing to the 80% of customers who generate only 20% of profits.  Simply this fact makes a solid case for niche markets.
How Do You Determine the Value of a Niche Market?

Targeting specific markets costs money, but think of it as an investment in future sales and customer loyalty.  To ensure that you are making a good investment, ask yourself these questions:
1. Can I generate profits from targeting this niche market?  If there is no potential to make money, it is a losing proposition.  It may be a tough decision to walk away from a set of prospects that look interesting, but the bottom line talks.

2. Is this market big enough to warrant our attention?  Will this market grow in future?  If you are looking at a stagnant market that is not going to deliver profits in future, it is not a winner.  Think long term.
3. Does it fit with your company’s values and resources? Can you afford the financial outlay?  Ultimately, you will be measured by the return on investment you generate, or on some other measure of financial success, so remember what the bottom line needs to look like.
4. Can we reach it effectively?  If we cannot communicate with that segment apart from the rest of the market, we will waste resources communicating with a large group of people to reach a much smaller group – the ability to focus is key.
5. What does the competitive landscape look like?  Is there a niche leader you cannot unseat?  Are there undiscovered diamond fields?  Is there room for us and our offerings in the marketplace?
How To Develop a Customer Profile
Close your eyes.  Can you see a picture of the customer you are targeting?  You have to visualize them in order to be able to hit their response buttons.  You have to have a clear idea of who they are.  For each niche market, create a profile – a description, with four dimensions.  In business-to-business markets, the profile includes the targeted company, and your key contact people.
1. Characteristics:  For the company; size (# of employees and/or revenue), industry.  For individuals; age, gender, education level.

2. Communications info:  What media do they consume (industry magazines, business newspapers), how do they prefer to be contacted (email, phone), what type of communications do they respond best to? 

3. Behaviour:  Are they heavy, medium or light users of your products/services?   What benefits are they looking for in your products – quality, price, service? 

4. Transaction information:  How frequently do they buy? What is their order size?  How do they pay?  What is their buying process?
A clear picture of the target customer leads to greater understanding, and greater understanding leads to insightful marketing.
Strategies and Strategizing

Each niche market that you target deserves – and demands - its own strategy, its own approach to marketing.  This may seem like a very academic approach, but it works.  You do not need an extensive marketing plan for each niche, but a well-articulated, detailed strategy that includes goals with time frames, product strategy, sales approach, promotional strategy, pricing philosophy, and distribution considerations – carefully synchronized.  A simple strategy document keeps everyone on track, clearly details activities and expectations, and allows you to monitor progress against intent.  

Challenges and Issues

Is niche marketing easy, no – is it worth the headache, yes.  Technology facilitates developing and maintaining a database of customer records, with the information needed to know customers and market to them perceptively.   Finding, profiling, analyzing and communicating with target customers are made possible with the range of user-friendly technological tools and systems.  Establishing and maintaining loyalty is a goal that many never achieve, but it is a key to success.  You must regard this as a long-term approach, as loyalty takes time and effort to build and establish.  For the marketers who can only see to the end of the next ad campaign, this is not the route for them.  Tenacity and stick-to-itiveness reign. 
Using a niche marketing approach involves tradeoffs and balances.  Profitability and genuine needs satisfaction present conflicting objectives.   It is not enough to assemble a portfolio of products and an impactful communications plan.  You have to go much further – wow the customer, exceed expectations, be relevant, and eliminate the competition from customers’ mind maps.
A successful niche marketer with a loyal customer following and solid positioning is difficult for competitors to surpass.  In an increasingly dynamic, competitive marketplace, it is hard to secure a competitive advantage.  Niche marketing is one route to success – take the drive and see for yourself.
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