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In his 1964 Harvard Business Review article, “New Criteria for Market Segmentation”
, Daniel Yankelovich argued the value of defining target markets in non-demographic ways. Yet nearly four decades later, another writer questioned why archrival newspapers Chicago Tribune and Chicago Sun-Times both were still using simplistic age-related demographics to target their new tabloid products to 18-34 year olds: 
“The 18-to-34-year-old public that doesn’t read newspapers is a coveted demographic for reasons that aren’t obvious.  The teenagers at one end of this age group are too young to have much money; many thirtysomethings with decent salaries and careers also have babies and mortgages.  These two groups speak different languages; some of the 34-year-olds are the parents of some of the 18-year-olds.  Yet we’re being asked to think of them all as a mass.”

Selecting target markets and aligning the “four P’s” (promotion, price, placement, and product) to them is a fundamental job of marketing. Doing it well is critical to business success.  Although there may be hundreds of ways to slice a market, demographic and other customer attributes are most commonly used.  Consumer demographic attributes include age, gender, ethnicity, geographic location, occupation, marital and household status, and education and income levels.  Industrial demographic attributes include industry (SIC code), company size, location, decision-making structure, and personal attributes of the decision-maker.  Psychographic, lifestyle, and attitudinal attributes also are used to classify people believed to have similar buying behaviors. Examples are “enterprising young singles,” “strugglers,” “believers,” “experiencers,” “affluent urbanites,” and “upper income empty nesters.” 
 

Such attributes are usually static: Ethnicity is constant for life.  Education level is generally fixed by age 30.  The 18-34 age bracket lasts seventeen years, and age cohorts like “baby-boomer” or “genX” span a lifetime.  An individual’s income level, geographic location, and psychographic group may vary more often, but are generally stable for years.  Even attitudes, such as “I always look for the latest fashions,” or “I’m a risk-averse investor,” can last indefinitely.  

Customers’ buying behaviors change far more often than their demographics, psychographics, and attitudes.  A woman’s static attributes cannot explain why she buys a Toyota Avalon in 2001 but a Dodge Neon in 2004, or why there are six different kinds of salad dressing in her refrigerator.  Situations – dynamic temporary conditions – can trigger and drive purchase processes in ways that static customer attributes can’t predict.  An individual often buys the same product in completely different ways as he faces different situations.  It is often more productive to target the changing situations that drive the purchases, than to target the static customer characteristics that don’t change among purchases.  As Clayton Christensen says, “Companies that target their products at the circumstances in which customers find themselves, rather than at the customers themselves, are those that can launch predictably successful products.”

The situations (circumstances) that trigger and shape purchase actions often translate directly into 4-P strategies.  Marketers who understand situational purchase drivers can craft messages that speak directly to them, and place their messages where the situations are experienced. Exploring situations reveals the costs people incur in handling them, and can point the way to new pricing opportunities even for “commodities.”  Situations often present opportunities to use previously unconsidered distribution channels that are already selling into them.  Understanding the situations that drive customers to buy current products can spur the creation of new products to handle them better.  
Situational targeting has helped managers overcome three common challenges:

· “Decommoditizing” mature products

· Rescuing lackluster new product launches

· Generating new product and business ideas. 

“Decommoditizing” mature products.  

Situational targeting has enabled many organizations to differentiate and increase margins on products that have lost their momentum.

Getting married
Scuba diving is not a new or rapidly growing sport.  Like most of its competitors, a chain of scuba diving shops marketed its classes and products to people who 1) clearly demonstrated an interest in scuba by subscribing to scuba diving magazines, and 2) lived in zip codes near their stores. With business flat, the company decided to find out what situations had led people to attend their scuba classes.  Many customer stories featured couples who began by saying: “We’re engaged and planning our wedding trip to the Caribbean. We wanted to share a new activity there – something neither of us had ever done before.” The business recognized the opportunity to switch its target from “local scuba magazine readers” to “engaged couples planning wedding trips.”  Tactics to capture this situational target included creating a gift registry, buying local mailing lists from Bride instead of Dive magazine, and advertising flexible class schedules to accommodate busy working couples. The “engaged” marital status is seldom captured in demographic data because it’s usually too short-lived – a temporary situation instead of a long-term attribute.  But once the dive shop discovered and explored this situation, it quickly found media already selling into it and compelling messages to reach it.  Simple scheduling innovations also helped it better match its products to the needs of those in this situation. 
Living here, decorating there
A home furnishing and decoration firm served a large and growing Phoenix retirement community.  The narrow age and income ranges within the community provided no clues to differentiating itself from competitors, which all promoted showroom convenience, value pricing, high aesthetic levels, and financing plans. Research into circumstances underlying purchases revealed a common situation: clients decorating new homes in Phoenix often still lived elsewhere.  Decorating trips were inconvenient and expensive, and illness or pre-retirement job responsibilities frequently precluded decorating trips to Arizona.  This “long-distance decorating” situation put a premium on long-distance project management and communication expertise that could minimize the time, expense and hassle of decorating. The firm gained a competitive advantage by targeting this situation with new processes to communicate the client’s tastes and get feedback on the decorator’s designs long-distance via digital and single-use cameras. And clients regularly spent the money saved on travel to upgrade furnishings and buy more accessories. 

Long commute vs. begging child
Clayton Christensen 
 discusses two different situations that drove people to buy milkshakes from a fast food chain.  Morning commuters bought milkshakes to feed and occupy themselves during their long, boring drives without making a mess. At other times, parents often bought milkshakes to placate pleading children.  Existing milkshakes didn’t fit either situation very well – they were too thin to last for the whole commuting trip, and too thick for children to finish before parents are ready to leave. 
New on the job
The market for medical malpractice insurance has traditionally been segmented by customer attributes: geography (each state regulates it differently) and by medical specialty (each has different risk profiles and growth rates). But one insurer found that when medical practices changed carriers, the switch was usually triggered by one specific situation – the hiring of a new practice administrator.  During their first few weeks on the job, many newly hired-administrators seek to impress their new employers by finding ways to cut this major expense.  The insurance firm changed its target from “neurosurgeons in rate region #3” to “practices with new administrators.” A staff member joined the association of medical administrators to gather ongoing intelligence about the administrator job change situations that defined its best opportunities to enter competitor strongholds. 
My parents left a financial mess.  
A financial institution trying to build its trust services business targeted the same “older, affluent” demographic as most other trust companies. Yet many customers establishing trusts were younger people who had recently faced a specific situation: dealing with the death of parents who had failed to arrange their estates.  After wasting large amounts of time and money dealing with those messy situations, these relatively young people retained trust services to spare themselves and their future heirs a similar nightmare. “Aftermath of a poorly planned parental estate” was a situation that clearly demonstrated the value of trust services.  People in this situation often self-identified by contacting other parts of the institution to invest large lump sums.  The institution trained its service and account staffs in relevant areas to screen large lump sum investors for this situation and refer them to trust services. 

He’s going to sue us.
As the once-burgeoning corporate outplacement industry faced its first slow-down, one firm decided to take a more targeted marketing approach than most of its competition. It initially used industry-based segmentation to target banks, because they were laying off a large number of employees in its area.  After that failed to make inroads, the firm investigated the situations that had led to recent purchases of its outplacement services across a variety of industries. Industry seldom was a factor that explained the differences in outplacement choice, and most clients had faced a large variety of situations even within their companies.  Sometimes the stories were driven by the rank of the employees being terminated, but many were driven by elements demonstrating more complex situational dynamics.  For instance, “emotional situations” defined a problem segment that sent HR directors in directions much different than when the situation was described as a “business-savvy executive” or “geek with poor interpersonal skills.”  “This was a situation that could get us in legal trouble” defined a promising segment that required special handling that most outplacement firms weren’t providing, and justified far higher spending levels than any other kind of termination. 

Speed limit raised to 70 mph on I-94
A tire maker had been segmenting the tire market by distribution channels and consumer psychographics. In seeking new ways to differentiate this century old product, it found an unexpectedly rich variety of situations (besides a flat tire) that could drive people to seek new tires:

· planning a vacation trip, which prompts a thorough examination of the car
· purchasing a used car

· child departing for college with the “old beater,” raising safety concerns 

· a job change entailing a new driving routine

· increased speed limit on a regularly traveled route, compounding the stress put on tires.

· purchase of a cell phone or high-end car stereo, making drivers more aware of tire noise 

Other circumstances also played major roles in shaping the purchase process:

· whether the car was leased or owned 

· the age and expected remaining lifespan of the car

· whether the car was often used on roads considered “lonely” or “in bad neighborhoods”

· whether the car was primarily used for short, single-passenger commutes or for a variety of driving situations

The same customer fell into different situational segments when he or she bought tires for different cars, or even for the same car as its age, condition, or driving pattern changed. Despite static demographic and psychographic profiles, customers encountered varied situations that provided opportunities to market this mature product in a multitude of different ways to fit them.  The old strategy of targeting “males, ages 18-49” had led to advertising mostly in newspaper sports sections, but the “planning a vacation trip” situation was best targeted through travel sections and travel guides. Billboards on appropriate roads communicate directly to the situations of “increased speed limit on a regularly traveled route” or “lonely country road”.  Salespeople with cell phones wanted tires to provide a quieter environment for phone calls.  It’s easy to reach cell phone owners – they get bills every month;  the size of those bills helps convey the value of tires that improve call quality. 

Galvanizing lackluster new product launches
When a new product fails to meet expectations, research on early purchases often finds that they were driven by a situation that wasn’t intentionally targeted.  As Peter Drucker has said, “The customer rarely buys what the business thinks it sells him.”

Converting to MVS/XA
In the mid 1980’s, a producer of videotaped courses for information systems programmers “bet the company” by investing heavily in a then-new, high-tech, multimedia instruction system.  Its client base consisted of a thousand large organizations with large IS departments that frequently needed to update staff skills.  It developed an advertising theme of “using technology to teach technology” and focused the sales efforts on organizations deemed “leading edge,” a corporate psychographic attribute.  In its first nine months of marketing the $43,000 system, the company sold only six.  With only three months left in the fiscal year of this NYSE company, top management was desperate. While many of the salespeople thought the high price was the problem, management wasn’t sure of this.  They decided to investigate what situations had led the first six adopters to take the plunge. 

They learned that the early adopters weren’t particularly “leading edge” companies.  All were, however, engaged in the same massive project – converting their mainframe operating systems to one called MVS/XA.  This required most IS staff, including those working shifts when trainers weren’t available, to acquire new skills.  Although the new training system offered a broad range of courses, all of the early adopters had bought it for the one course that would help them through this conversion situation. While the high-tech product was considered expensive in the training world, its price was tiny in the context of MVS/XA conversion project budgets and risks. The vendor changed the target from “leading edge technology adopters” to the “MVS/XA conversion situation.” Sales managers identified 100 of these during a one-hour meeting.  By the end of the fiscal year deadline, they sold 72% of these 100, versus achieving less than a 1% success rate using psychographic attributes.  Once customers used the product for MVS/XA training, it was easy to expand their use to other courses. In the next three years, this product tripled the company’s total revenue, and its stock price increased seven-fold. Even a small number of early adopters can point the way to effective situational targeting strategies.
Installing videoconferencing facilities
Another company developed a technology product to manage and display the status of conference room use. The original target was “large organizations with many conference rooms” (an industrial demographic attribute) that were also “leading edge technology adopters” ( a psychographic attribute).  The situations surrounding initial purchases revealed that early buyers were driven to implement videoconferencing not by an inherent penchant for technology, but by post-September 11th travel complexities.

It’s even harder to schedule videoconferencing facilities than regular conference rooms, because of the need to book multiple rooms in different locations for each session.  Companies installing such systems also felt that the impressive technology inside videoconferencing rooms justified impressive room management and display technology at the entrances.  And the relatively large videoconferencing room budgets could accommodate a far higher price than was originally charged. Targeting “companies installing new videoconferencing facilities” was an immediate winner for this product. Not only could the existing sales force and dealer network look for this situation, but it also inspired “piggybacking” on the distribution channel through which videoconferencing equipment was sold.  A promising situational target often leads to distribution channels already selling other products or services into it.

Out-of-town visitors
Situational targeting has also energized low-tech product introductions. The Chicago Architecture Foundation (CAF) is a nonprofit organization with the mission of educating Chicagoans and visitors in the city’s rich architectural heritage. It started conducting a boat tour of the architectural masterpieces lining the Chicago River.  The initial target for this premium priced cruise was “affluent people with high education levels and strong interest in architecture.” Advertisements in media serving that demographic, such as the local National Public Radio station, focused on the buildings, the qualifications of the tour docents, and the history and design of the cruise boat.  They collected demographic information showing a mix of Chicagoans and out-of-towners on the cruise, but this static attribute information didn’t help forge any breakthrough strategies to fill the boats.  After the boat tour’s first disappointing season, the CAF commissioned a researcher to spend two days capturing the situations that prompted passengers to take the cruise. 

Asking “what situation inspired you to take this cruise today,” the researcher heard stories that began, “I live in Chicago, and these folks are visiting me from Washington.  I needed somewhere to take them.”  This revealed the critical relationship between the Chicagoans and the out-of-towners that drove a high percentage of cruise traffic. Chicagoans of all demographics faced the “entertaining visitors” situation. Architecture was a minor part of the cruise’s appeal to this audience.  Their stories also showed that while the CAF cruise was premium-priced for a boat ride on the Chicago River, it was less expensive than many other ways to entertain visitors.  It was easy to create vivid, humorous advertisements repositioning the cruise to this common and challenging situation, and to boost prices to reflect the value of resolving it. Understanding what situations compel people to open their pocketbooks can create positioning and pricing opportunities that static customer attributes alone cannot.  

Surprise!
A new venture set out to become the “big box category killer” of jewelry retailing.  It initially targeted women aged 18-49, with lack-luster results. Chain owners were shocked to learn that most of its customers were males whose stories showed few problems selecting gifts of jewelry, but tremendous problems presenting them.  Most men can purchase jewelry and leave the store in ten minutes.  Their situations got complicated only when it came time to find a way to present the gift. The jeweler saw an opportunity not only to sell men perfect gifts; but also to help them find the perfect way to make a surprise presentation. Targeting the “surprise jewelry occasion” instead of “women, age 18-49” wasn’t hard. Buyers’ stories from the initial research provided a wealth of ideas, which the chain promoted through radio ads.  It added to its story collection with a monthly contest for customers to provide new gift presentation stories and ideas. Capturing the most challenging part of a purchase situation often reveals previously unarticulated needs and ways to meet them. 

Generating new product and businesses ideas
Innovation is today’s “holy grail” for managers, and the discovery of customers’ “unarticulated needs” often spawns product and positioning innovations to address them.  The situations that drive people to spend on one product – even a failing one – can often reveal needs for other products 

I used to live here.
Besides its boat tour, the Chicago Architecture Foundation also operated a shop selling Chicago architecture-related books and gift items. When asked what situations led to patron visits, a common theme was “I used to live in Chicago. I now live in California, but miss Chicago. When I’m back here, I come to this shop to buy things that remind me of Chicago.”  While the CAF shop already captured patron zip codes (a demographic staple) at the cash register, it had never occurred to them to collect former zip codes.  But, in this case, “former Chicago resident” defined a situation that spawned a catalog and website targeting “Chicago alumni” with products to reconnect them to their former home city. 
30-minute lunch at work
In the late 1980’s, many consumer packaged goods companies pursued a new product category: refrigerated entrees. The original demographic target was upscale metropolitan consumers who valued freshness. The costly refrigerated distribution system dictated a high price and led to the positioning, “gourmet dinners for upscale metropolitan consumers.” However, actual buyers didn’t discuss dinner but instead bemoaned the hassles of half-hour office lunches: the time, inconvenience and cost of good restaurants; the taste and nutrition deficiencies of fast food; and sloppy high-prep-time brown bag lunches. Popping a pre-packaged refrigerated entree into the newly installed office microwave was a tasty, nutritious, and time- and cost-effective way to deal with this situation.  While the price was generally higher than other at-home dining alternatives, it was a bargain compared to most other work lunch options.  Repositioning refrigerated entrees as office lunches suggested distributing them through channels that served the workplace and provided an opportunity to raise prices.  It also highlighted the larger opportunity to develop other products for this widespread situation.

Hyperinflation
In the early 1990’s, local entrepreneurs stood in Moscow pedestrian underpasses hawking Russian crafts to the then-new market of Western tourists.  A hand puppet maker trying to capitalize on this tourist traffic was surprised to find that most of his puppets were bought by local Muscovites – not foreign tourists.  Even stranger, each Muscovite often bought several identical puppets. These unexpected buyers described their uniquely Russian situation:  "I just got paid.  I don't need to spend all of my money now, but with inflation running 20% per month, I can't afford to keep the rubles either.  These puppets look durable, so when I need rubles later on, I can sell them for more rubles than I paid."  Sure enough, some of these customers were later seen reselling the puppets.  The key to growing this business was to make the puppets look more durable, not more playful.  The hyperinflation situation created an opportunity to make and sell a wide range of durable, easily-carried products with a value of a day’s Russian wages. 

Using Customer Case Studies to Discover Situational Targets
Most of the above situational targets were identified through case studies of customer purchase decisions.  Customer case research (CCR)
 captures and analyzes the stories surrounding actual purchases in the form of case studies – similar to those that capture and communicate managerial decision-making situations in the cases many business schools use. 

A customer case study begins with a description of the situation that started someone on the path to making a purchase.  It then chronologically tracks the trail of events, experiences and thought processes that led to the final purchase decision.  Customer case researchers are not survey takers collecting attribute data, moderators seeking opinions and attitudes, or ethnographers who observe people using products.  Instead, they work like investigative reporters or detectives tracking down the whole story behind a specific type of event – a purchase.  They build their cases through a combination of in-depth interviews, observation, and review of customer documents.  As they pursue the complete stories behind purchases, case researchers often uncover unexpected situations in many parts of the process:  initiating the purchase process, influencing its course, and affecting when and how the product is used after purchase.  

A powerful technique for discovering situational targets is capturing several cases from a single customer who purchased several products in the category at different times. Differences among one person’s stories usually highlight important situational differences. For instance, the same individual told very different tire purchase stories as his car grew older, its travel patterns changed, or activities within the car changed (e.g., acquisition of a cell phone).  One human resources director laid out seventeen different termination situations that suggested seventeen different target segments in the outplacement market.

Case studies are a surprisingly fast and effective way to identify high-potential situational targets. Case studies of fewer than 100 purchases generally produce a comfortably exhaustive list of all of the situational elements that drive purchases.  Several very successful projects required fewer than ten case studies. 

By definition, case studies can be conducted only around real purchases of real products.  To find situational targets for products still on the drawing board, conduct case studies of current products believed to address the same needs.  Although customer case research starts with an existing product, the focus is not on the product – existing or new – but on the situations that drive people to buy. 

Hitting situational targets

Situations have many aspects to which the marketing mix can be aligned in order to create products and ways of doing business that “own the situation.”  Here’s how the Four P’s can be realigned to situations, starting with the marketing mix elements most easily changed:

Promotion

Situational targets translate readily into promotional messages and media. Marketers who understand situational purchase drivers can craft messages that closely link the product and brand to the situation.  Customer case studies always describe the physical settings in which situations originate and play out.  These provide natural venues for communicating to them, e.g., billboards along the kinds of roads that appeared in tire buying cases. Many situations also have “informational settings” -- print, telephone, broadcast, and internet – where people in those situations already go for information, e.g., travel planning guide books and websites, bridal magazines for engaged couples.  Internet ad space sellers should know more than eyeballs and attributes;  they need to understand what situations bring users to their site and sell those situations to their advertisers.  For example, tire ads promoting travel safety are a good fit for a website providing long-distance driving directions. 
Price 

Frequently a product is used in situations with widely different costs or values. By targeting products to higher cost situations, marketers can find pricing opportunities even for “commodities.” For example, the cost of being in the eating-at-work situation is generally higher than that of the dining-at-home situation. Examining other purchases people make in a situation can provide invaluable insight into their price sensitivity in that situation.  Probing other purchases made when entertaining out-of-town visitors revealed more about how to price the architectural cruise than did the prices of competing boat tours. 

Most business situations have budgets.  Asking “What’s the budget for the situation in which my product is bought?” can be far more useful than “What’s the budget for my product?”  Positioning a product towards a high-budget situation like the MVS/XA conversion often allows more aggressive pricing than does pricing to competition or demographic stereotypes. 

Place (distribution channel)

The physical settings of the events in purchase case studies are often also prime places to distribute products to those experiencing the target situation, e.g.,  selling refrigerated entrees to the office lunch situation via office vending machines and company cafeterias.  Other products sold into a situation often provide for opportunities to piggyback their distribution channels, e.g., selling conference room scheduling systems through the channels that carry videoconferencing equipment. 

Elements of the distribution system with intelligence gathering ability (face-to-face sales forces, dealers, phone and Internet-based sales/service functions) can serve as “surveillance posts,” scouting for prospects facing targeted situations.  Once the trust company, malpractice insurer, multimedia trainer, and room scheduling company knew which situations defined their prime opportunities, they had their field and phone channels find them. 

Product 

Many decry the ability of customers to articulate needs in ways that can generate new product ideas.  For instance, Dorothy Leonard and Jeffrey Rayport said, “The problem is customers’ ability to guide the development of new products and services is limited by their experience and their ability to imagine and describe possible innovations.”
  However inarticulate customers may be about what tomorrow’s products should look like, they nonetheless can vividly describe the situations that put them into buying mode. Customer case studies can stimulate cross-functional strategy, marketing, and product development teams to create new products to help customers handle a situation. 

Most of the products in the above examples had originally been developed without considering the situations later discovered to be generating most of their sales.  Refrigerated entrees were not created for the office lunch situation, the Chicago architecture boatride wasn’t designed for entertaining out-of-town visitors, and scuba diving classes weren’t conceived with honeymoons in mind.  Discovering a situation with major growth potential makes many product enhancements obvious.  Learning about the wedding planning situation revealed the opportunity to build business by creating flexible class schedules to accommodate couples through this hectic period.  The difficulties inherent in “living here, decorating there” quickly prompted ideas for using inexpensive digital and single-use camera technologies to bridge the distance. 
Customer case studies often discover situations that inspire new products, e.g., other microwaveable products for the office lunch situation, and products other than puppets to cope with Russian hyperinflation.  Learning what situations have high growth potential can improve the performance of existing products and point the way to exciting new ones. 

Targeting is a cornerstone of strategy.  If demographic targeting isn’t providing a strong foundation for the growth of a product or business, try targeting situations.
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