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DEFINE YOUR TARGET MARKET

What is a Target Market?

Many businesses can’t answer the question: Who is your target
market? They have often made the fatal assumption that everyone
will want to purchase their product or service with the right
marketing strategy.

A target market is simply the group of customers or clients
who will purchase a specific product or service. This group of people

have something in common, often age, gender, hobbies, or location.

Your target market, then, are the people who will buy your
offering. This includes both existing and potential customers, all of
whom are motivated to do one of three things:

. Fulfill a need

. Solve a problem

. Satisfy a desire
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To build, maintain, and grow your business, you need to know
who your customers are, what they do, what they like, and why they
would buy your product or service. Getting this wrong — or not taking
the time to get it right — will cost you time, money, and potentially the
success of your business.

The Importance of Knowing
Your Target Market

Knowledge and understanding of your target market is the
keystone in the arch of your business. Without it, your product or
service positioning, pricing, marketing strategy, and eventually your
business could very quickly fall apart.

If you don’t intimately know your target market, you run the risk
of making mistakes when it comes to establishing pricing, product
mix, or service packages. Your marketing strategy will lack direction,
and produce mediocre results at best. Even if your marketing message
and USP are clear, and your brochure is perfectly designed, it means

nothing unless it arrives in the hands (or ears) of the right people.

Determining your target market takes time and careful diligence.
While it often starts with a best guess, assumptions can not be relied
on and research is required to confirm original ideas. Your target
market is not always your ideal market.
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Once you build an understanding of who your target market is,
keep up with your market research. Having your finger on the pulse
of their motivations and drivers — which naturally change — will help

you to anticipate needs or wants and evolve your business.

Types of Markets

Consumer

The Consumer Market includes those general consumers who buy
products and services for personal use, or for use by family and
friends. This is the market category you or I fall into when we’re
shopping for groceries or clothes, seeing a movie in the theatre, or
going out for lunch. Retailers focus on this market category when

marketing their goods or services.

Institutional

The Institutional Market serves society, and provides products or
services for the benefit of society. This includes hospitals, non-profit
organizations, government organizations, schools and universities.
Members of the Institutional Market purchase products to use in the

provision of services to people in their care.
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Business to Business (B2B)

The B2B Market is just what it seems to be: businesses that
purchase the products and services of other business to run their
operations. These purchases can include products that are used to
manufacture other products (raw or technical), products that are
needed for daily operations (like office supplies), or services (like
accounting, shredding, and legal).

Reseller

This market can also be called the “Intermediary Market” because
it consists of businesses that act as channels for goods and services
between other markets. Goods are purchased and sold for a profit —
without any alterations. Members of this market include wholesalers,
retailers, resellers, and distributors.

Determining Your Target Market

Product / Service Investigation

The process for determining your target market starts by
examining exactly what your offering is, and what the average
customer’s motivation for purchasing it is. Start by answering the

following questions:
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Does your offering meet a
basic need?

Does your offering serve a
particular want?

Does your offering fulfill
a desire?

What is the lifecycle of your
product / service?

What is the availability of
your offering?

What is the cost
of the average
customer’s purchase?

What is the lifecycle of
your offering?

How many times or how
often will customers
purchase your offering?

Do you foresee any
upcoming changes in
your industry or region
that may affect the sale
of your offering
(positive/negative)?
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Market Investigation
. On the ground. Spend some time on the ground researching
who your target market might be. If you’re thinking about
opening a coffee shop, hang out in the neighborhood at
different times of the day to get a sense of the people who live,
work, and play in the neighborhood. Notice their age, gender,
clothing, and any other indications of income and activities.

. At the competition. Who is your direct competitor targeting?
Is there a small niche that is being missed? Observing the
clientele of your competition can help to build understanding of
your target market, regardless of whether it is the same or
opposite. For example, if you own a children’s clothing
boutique and the majority of middle-class mothers shop at the
local department store, you may wish to focus on higher-

income families as your target market.

. Online. Many cities and towns — or at least regions — have
demographic information available online. Research the ages,
incomes, occupations, and other key pieces of information
about the people who live in the area you operate your business.
From this data, you will gain an understanding of the size of
your total potential market.
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. With existing customers. Talk to your existing customers
through focus groups or surveys. This is a great way to gather
demographic and behavioral information, as well as genuine
feedback about product or service quality and other information
that will be useful in a business or marketing strategy.

Who is Your Market?

Based on your product/service and market investigations, you
will be able to piece together a basic picture of your target market,
and some of their general characteristics. Record some notes here. At
this point, you may wish to be as specific as possible, or maintain
some generalities. You can further segment your market in the

next section.
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Consumer Target Market Framework

Market Type: Consumer
Gender: [] Male [] Female
Age Range:

Purchase Motivation:

[] Meet a Need
[] Serve a Want
[] Fulfill a Desire

Activities:

Income Range:

Marital Status:

Location:

[] Neighborhood
[ city
[] Region ] Country

Other Notes:
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Institutional Target Market Framework

Market Type: Institutional
[] Hospital [] Non-profit
Lo [ School ] University
Institution Type: [ Charity [] Government
[ Church

Purchase Motivation:

[] Operational Need
[ Client Want
[ Client Desire

Purpose of Institution:

Institution’s Client Base:

Size:
. [] Neighborhood  [] City
Location: ;i
[] Region ] Country
Other Notes:
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B2B Target Market Framework

Market Type: Business to Business (B2B)

Company Size:

Number of Employees:

[] Operations Need
Purchase Motivation: [] Strategy
[] Functionality

Annual Revenue:

Industry:

Location(s):

Purpose of Business:

People, Culture & Values:

Other Notes:
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Reseller Target Market Framework

Market Type:

Reseller

Industry:

Client Base:

Purchase Motivation:

[] Operations Need
[ Client Wants
[] Functionality

Annual Revenue:

Age:
. [] Neighborhood [ City
Location: >
[] Region [] Country
Other Notes:

Your Target Market: Putting It Together
Based on the information you gather from your product / service

and market investigations, you should have a clear vision of your

realistic target market. Here are a few examples of how this

information is put together, and conclusions are drawn:
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Target Market Sample 1: Consumer Market

Business: Baby Clothing Boutique

Market Type: Consumer

Gender: Women

Marital Status: Married

Business Purpose:
e Meet a need (provide clothing
for infants and children aged
0 to 5 years)
« Serve a want (clothing is brand
name only, and has a higher price
point than the competition)

Market Observations:
« located on Main Street of Anytown,
a street that is seeing many new
boutiques open up, proximate to the
main shopping mall
« two blocks from popular mid-range
restaurant that is busy at lunch

Industry Predictions:

« large number of new housing
developments in the city and
surrounding areas

« two new schools in construction
expect to see an influx of
new families move to town
from Anycity

Competition Observations:

« baby clothing also available at two
local department stores, and one
second-hand shop on opposite side
of town

Online Research:

« half of Anytown’s population is
female, and 25% have children
under the age of 15 years

« Anytown’s population is expected
to increase by 32% within
three years

« The average household income for
Anytown is $75,000 annually

TARGET MARKET: The target market can then be described as married
mothers with children under five years old, between the ages of 25 and 45, who

have recently moved to Anytown from Anycity, and have a household income of

at least $100K annually.
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Target Market Sample 2: B2B Market

Business: Confidential Paper Shredding

Target Business Size: Small to medium

Market Type: B2B (Business
to Business)

Target Business Revenue: $500K
to $1IM

Business Purpose:
o Meet an operations need (provide
confidential on-site shredding
services for business documents)

Target Business Type:
« produce or handle a variety of
sensitive paper documentation for
« accountants, lawyers, real estate
agents, etc.

Market Observations:

« there are two main areas of office
buildings and industrial warehouses
in Anycity

« three more office towers are being
constructed, and will be completed
this year

Industry Predictions:

. the professional sector is seeing
revenue growth of 24% over last
year, which indicates increased
client billing and staff recruitment

Competition Observations:

« one confidential shredding company
serves the region, covering Anycity
and the surrounding towns

« provide regular (weekly or
biweekly) service, but does not
have the capacity to handle large
volumes at one time

Online Research:

« Anycity’s biggest employment
sectors are: manufacturing,
tourism, food services, and
professional services

TARGET MARKET: The target market can then be described as small to medium
sized businesses in the professional sector with annual revenue of $500K to $1M who
require both regular and infrequent large volume paper shredding services.

13
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Segmenting Your Market

Your market segments are the groups within your target market —
broken down by a determinant in one of the following four categories:

. Demographics

. Psychographics

. Geographics

. Behaviors

Segmenting your target market into several more specific groups
allows you to further tailor your marketing campaign and more
specifically position your product or service. You may wish to divide
your ad campaign into four sections, and target four specific markets

with messages that will most resonate with the audience.

For example, the baby clothing store may choose to segment its
target market by psychographics, or lifestyle. If the larger target
market is married females with children under five, between the ages
of 25 and 45, who have a household income of at least $100K
annually, it can be broken down into the following lifestyle segments:

. Fitness-oriented mothers

. Career-oriented mothers

. New mothers

With these three categories, unique marketing messages can be
created that speak to the hot-buttons of each segment. The more
accurate and specific you can make communications with your target

market, the greater impact you will have on your revenues.

14
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Demographic Psychographic | Geographic Behavioristic
Age Personality Region Brand Loyalty
Income Lifestyle Country Product Usage
Gender Values City Purchase
Generation Attitude Area Frequency
Nationality Motivation Neighborhood Profitability
Ethnicity Activities Density Readiness
Marital Status Interests Climate to Buy

Family Size
Occupation
Religion
Language
Education
Employment
Type
Housing Type
Housing
Ownership
Political
Affiliation

User Status

Understanding Your Target Market

Once you have determined who your market is, make a point of

learning everything you can about them. You need to have a strong

understanding of who they are, what they like, where they shop, why

they buy, and how they spend their time. Remind yourself that you

15
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may think you know your market, but until you have verified the
information, you’ll be driving your marketing strategy blind.

Also be aware that markets change, just like people. Just because
you knew your market when you started your business 10 years ago,
doesn’t mean you know it now. Regular market research is part of any
successful business plan, and a great habit to start.

Types of Market Research
Surveys

The simplest way to gather information from your clients or
target market is through a survey. You can craft a questionnaire
about your product, service, market demographics, buyer motivations,
and so on. Plus, anonymous surveys will produce the most
accurate information since names are not attached to the results or

specific comments.

Depending on the purpose — whether it is to gather demographic
information, product or service feedback, or other data — there are a

number of ways to administer a survey.

1. Telephone

Telephone surveys are a more time-consuming option, but have
the benefit of live communication with your target market. Generally,
it is best to have a third party conduct this type of survey to gather the
most honest feedback. This is the method that market researchers use
for polling, which is highly reliable.

16
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2. Online

Online surveys are the easiest to administer yourself. There a
many web-based services that quickly and easily allow to you custom
create your survey, and send it to your email marketing list. These
services can also analyze, summarize and interpret the results on your
behalf. Keep in mind that the results include only those who are
motivated to respond, which may slant your results.

3. Paper-based.

Paper surveys are seldom used, and can prove to be an inefficient
method. Like online surveys, your results are based on the feedback
of those who were motivated for one reason or another to respond.
However, the time and effort involved in taking the survey, filling it
out, and returning it to your place of business may deter people
from participating.

Keep in mind that surveys can be complex to administer, and
consume more time and resources than you have planned. If you have
the budget, consider hiring a professional market research
firm to lead or assist with the process. This will also ensure that the
methodology is standard practice, and will garner the most

accurate results.
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Website Analysis

Tracking your website traffic is an excellent way to research your
existing and potential customer’s interests and behavior. From this
information, you can ensure the design, structure and content of your
website is catering to the people who use it — and the people you want
to use it.

User-friendly website traffic analytics programs can easily show
you who are visiting your site, where they are from, and what pages
of your site they are viewing. Services like Google Analytics can tell
you at what page they arrive, to where they click, how much time
they spend on each page, and on which page they leave the site.

This is powerful (and free!) information to have in your market
research, and easy to monitor monthly or weekly, depending on the
needs of your business.

Customer Purchase Data (Consumer Behavior)

If you do not have the budget to conduct your own professional
market research, you can use existing resources on consumer
behavior. While this data may not be specific to your region or
city, general consumer research is actual data that can be helpful
in confirming assumptions you may have made about your

target market.
Your customer loyalty program or Point of Sale system may also

be of help in tracking customer purchases and identifying trends in
purchase behavior. If you can track who is buying, what they’re

18
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buying and how often they’re buying, you’ll have an arsenal of
powerful insight into your existing client base.

Focus Groups

Focus groups look at the psychographic and behavioristic aspects
of your target market. Groups of six to 12 people are gathered and
asked general and specific questions about their purchase motivations
and behaviors. These questions could relate to your business in
particular, or to the general industry.

Focus group sessions can also be time consuming to organize and
facilitate, so consider hiring the services of a professional market
research firm. You may also receive more honest information if a
third party is asking the questions, and receiving the responses from
focus group participants.

For cost savings, consider partnering with an associate in the

same industry who is not a direct competitor, and who would benefit
from the same market data.
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HOW TO CREATE REPEAT
BUSINESS AND HAVE CLIENTS
THAT PAY, STAY AND REFER

When it comes to marketing and generating more income, most

business owners are focused outward.

They’ve carefully established and segmented their target market,
and created specific offers and messages for each market segment.
They spend thousands of dollars in advertising and direct mail
campaigns in hot pursuit of more leads, more customers, and more
foot traffic.

While this is an effective way to build a business, it is costly and
time consuming. It requires constant and consistent effort, and while
this approach does generate results, those results quickly disappear
when the effort stops or becomes less intense.

Successful businesses that see sustained growth have a double-
edged marketing strategy. They focus their efforts outward — on new
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potential customers and marketing — as well as inward — on existing

customers and referral business.

These successful businesses have leveraged their existing efforts
to generate more revenue. Simply put, their customers buy from them
over and over again.

For most businesses, this is the easiest way to increase their
revenues. Simple customer loyalty strategies and outstanding
customer service are often all you need to dramatically increase your

sales — from the customers you already have.

The Cost of Your Customers

Do you know how much it costs your business to buy

new customers?

Each new customer that walks through your door — with the
exception of referrals — has cost you money to acquire. You have
spent money on advertising and promotions to generate leads and turn

those leads into customers.

For example, if you have placed an ad in your local newspaper
for $1,000, and the ad brings in 10 customers, you have paid $100 to
acquire each customer. You would need to ensure each of
those customers spent at least $200 to cover your margin and

break even.
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Alternately, if you spent two hours of your time and $10 per
month on an email marketing program to send a newsletter to your
existing database of customers, and you bring in 10 customers as a
result — each customer has cost you $1.

Generating more repeat business means focusing on the
marketing strategies that aim to keep your existing customers instead
of purchase new ones — effectively reducing the cost of attracting new

customers to your business.

These strategies are simple to implement, and don’t require
much time investment. Just a solid understanding of how to make

customers want to come back and spend more of their money.

Keeping Your Customers

Marketing strategies that focus on keeping your current customer
base are easy and enjoyable to implement. They allow you to build
real relationships with the people with whom you do business, instead
of dealing with a revolving door of people on the other end of your
sales process.

Repeat customers create a community of people around your
business that presumably share the same needs, desires and
frustrations. The information you gain from these customers (market
research) can help you strengthen your understanding of your target

audience, and more accurately segment it.
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Remember — 80% of your revenue comes from 20% of your
customers. Always focus on these customers. They are ideal
customers that you want to recruit and maintain.

Customer Service: Make them love buying from you

Every business — even those with excellent service standards can
improve the service they provide their customers. Customer service
seems to be a dying concept in most businesses; more focus seems to
be placed on the speed of the transaction. These days you can even go
to the grocery store now and not speak to a single sales associate
thanks to self-serve checkouts.

To improve your company’s customer service standards, take a
survey of your customers and your employees to brainstorm ways you

can improve the experience of buying from your business.

Successful customer service standards — those that make your
customers buy — are:

Consistent. The standards are up kept by every person in
your organization. Expectations are clear and followed through.
Customers know what to expect, and choose your business because of
those expectations.

Convenient. It is nearly effortless for the customer to spend
money at your place of business. Convenience can take many forms —
location, product selection, value-added services like delivery — and it

1s also consistent.
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Customer-driven. The service the customer receives is exactly
how they would like to be treated when buying your product or
service. It is reflective of your target market, and appropriate to their
lifestyle. Customers would probably not appreciate white linen
tablecloths at a fast food restaurant, but they would appreciate
a 2-minutes or less guarantee. It’s all about creating that
WOW experience!

Newsletters: Keep in touch with your customers

A regular newsletter is an easy, time-effective, and inexpensive
marketing strategy to implement. Unfortunately, many small
businesses think these are too time consuming and too expensive to
adopt as part of their marketing strategy.

The most popular type of newsletter distribution is email. This
will cost your business as little at $10 per month for an email
marketing service subscription, and can be customized to your
unique branding.

Here is an easy five-step process to starting a company
newsletter:

1. Pick your audience. New customers? Market segment?
Existing customers?

2. Choose what you’re going to say. Company news? Feature
product? New offer?

3. Determine how you’re going to say it. Articles? Bullet
points? Pictures?
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4. Decide how it’s going to get to your audience. Email?
Mail? In-store?

5. Track your results. How many people opened it? Read it?
Took action?

Value Added Service: Give them happy surprises

Adding value to your business is an effective way of getting your
customers back. Every person I know would choose a mattress store
that offered free delivery over one that did not. It’s that simple. At
ActionCOACH we call these CNEs (Critical NonEssentials).

There are many ways to add value to your business, including:

. Feature your expertise. Use your knowledge to provide
additional value to your customers. Offer a free consumer guide
or report with every purchase.

. Add convenience services. Offer a service that makes their
purchase easier, or more convenient. The best example of this is
free shipping or delivery.

. Package complementary services. Packaging like items
together creates an increase in perceived value. This is great for
start-up kits.

. Offer new products or services. Feature top of the line or
exclusive products, available only at your business.
Offer a new service or profile a new staff member with

niche expertise.
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Value added services generate repeat customers in one of
two ways:

1. Impress them on their first visit. Impress you customer with
great service, a product that meets their needs, and then WOW them
with something extra that they weren’t expecting. Get them to
associate the experience of dealing with your business with happy
surprises, and create a perception of higher value.

2. Entice them to come back. The introduction of a new value-
added service can be enough to convince a customer to buy from you
again. Their initial purchase established a trust and knowledge of your
business and its processes. They will want to “be included” in
anything new you have to offer — especially if there is exclusivity. It
is easier to attract clients who have purchased from you than potential
clients who have not.

Customer Loyalty Programs: Give them incentives

Another simple way to keep in touch with existing customers and
keep them coming back to you is to create a customer
loyalty program.

These programs do not have to be complicated or costly, and are
relatively easy to maintain once they have been implemented. These
programs help you gain more information on your customers and

their purchasing habits.
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Here are some examples of simple loyalty programs that you

can implement:

Free product or service: Give them every 10th (or 6th) product
or service free. Produce stamp cards with your logo and contact
information on it.

Rewards dollars: Give them a certain percentage of their
purchase back in money that can only be spent in-store. Produce
“funny money” with your logo and brand.

Rewards points: Give them a certain number of points for every
dollar they spend. These points can be spent in-store, or on special
items you bring in for points only.

Membership amenities: Give members access to VIP amenities
that are not available to other customers. Produce member cards or
give out member numbers.

Remember that for this strategy to work, you and your team

have to understand and promote it. The program in itself becomes a
product that you sell.
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