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A History of the Company

On the Russian cosmetics market there is only one firm, which specializes in production of cosmetics. It is called "Uralskie samotsvety" which is one of the members of concern "Kalina". The range of its products includes make -up "Black pearls", a series of lipsticks "Classic", a product line "Visage" which consists of 15 colours of lipsticks, compact powder. To produce cosmetics the firm uses only natural components, natural substances (aloe vera, avocado oil, jojoba oil, lavender oil, lemon oil, ceramides, bisabolol, more than 30 herbs and flower extracts, vitamins A, B, C, D, E, pantenol, natural waxes, kaolins, etc). The natural elements are selected according to the peculiarities of Russian climate. All cosmetics are dermatologically tested. The Cosmetics series "Visage"
The Lipstick easily covers one's lips, it moistens one's skin and it contains nutritious components. Perfect Wear Tone Cream
Cream perfectly covers one's skin. It makes your face look natural. Vitamin E prevents from free radical forming in skin sells, therefore it preserves skin from early wrinkles. UV-filter preserves skin from dangerous influence of ultraviolet rays. Mascara makes your eyelashes thick and long. The series of cosmetics "Solo"
To produce their lipstick the specialists use the newest and natural components( aloe vera, avocado oil, jojoba oil, lavender oil, lemon oil, ceramides, bisabolol, more than 30 herbiand flower extracts, vitamins A, B, C, D, E, pantenol, natural waxes, kaolins, etc)., which provide your skin with an additional care.
"Kalina" does not have special stands in the shops and drug stores, moreover it doesn't run enough advertising campaigns to become a market leader. It offers only 2 incomplete lines of cosmetics and it hasn't got a full collection of cosmetic products.

To summarize all said above we would like to stress that the firm positions itself as one which produces its cosmetics from natural elements and substances, and that its cosmetics is worked out according to the Russian climate conditions.

Market segmentation, target market selection
Existing situation.
As it is known, the segmentation of the market is a division of the market into precise groups of
buyers, when for each of them the separate goods and (or) marketing mix may be required according to existing needs. There are various methods of segmentation. In this case company completes product-differentiated marketing - the production of two or more goods with different properties, different quality, in different packing, etc. in order to offer to the possible market the maximum variety and attracting as much as possible buyers of all types. It should be noticed, that in the Russian market the concern adheres to the strategy of ignoring the differences in segments. The general director of "Kalina" Timur Goryaev approves: "We have set the purpose to be present on all segments of the market of goods concerning beauty and health ». The high competitiveness on that or other segment, to the opinion of "Kalina's" top-managers, doesn't set barriers to creation of the new brands and manufacture of new types of production.
In other regions «Kalina» adheres to differentiated segmentation (for example, in Ukraine company has developed series of new cosmetics for the women of two age groups ("Assol " - for young women, "Alye parusa" - for those under 30)). 
Problems connected with the given type of segmentation:
· The company does not distinguish among the competitors in the market, the goods are unrecognizable and are not attractive for the consumer 
· The buyer doesn't have information about production advantages, does not distinguish the series of company's goods
· Small market share of decorative cosmetics and low volumes of sales
Offered solutions.
As a solution we offer to conduct target marketing, on the basis of the decision to make differentiation of various groups of the market and to develop the appropriate goods and marketing mixes for each target market. At present companies turn from methods of mass- and product-differentiated marketing to methods of target marketing, which are more helpful in investigation of market possibilities and creation of more effective goods and marketing mixes. The main techniques of target marketing are the following: Segmentation of the market; Selection of target segments; Positioning of the goods in the market.
While completing segmentation of the given market we have taken the following variables as criteria:
· Demographic; 

· Psychographics; 

· Behavioral.
Behavioral segmentation.
We accomplished behavioral segmentation on a basis of attitude to the product. As the researches show, 65 % of women use decorative cosmetics. Thus it is obvious, that to the greatest degree cosmetics the young women 18-29 years (30 %), and also woman till 30-39 and 40-49 years (till 25 % accordingly) use. Much less women in the age of 50-59 years (12 %) also are more senior 60 (8 %) use means for a make-up (see picture1).
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Picture1.

Psychographics segmentation.
While completing psychographics segmentation, we accomplished division of the market into various groups depending on a social groups, life styles and personal characteristics of the consumers.
"Adherents"
Approximately 20 % of population belong to this category. The women prevail. Most of people in this category are under 40 years, with higher and secondary education, working, with high and average level of the income. They read the classical and modern literature more often, than the representatives of other segments, watch video films, and prefer light music. In their opinion, the woman should always use decorative cosmetics, better qualitative and expensive. Thus, ladies in this segment are not inclined to consider opinion of the men, while choosing cosmetics for themselves.
"Rationalists"

There is about 10 % of the population in this category. As well as in the previous group, the women prevail. Basically, the average age does not exceed 40 years. The most of people of this type are working citizens with high and average level of the income. They less often look entertaining serials on TV, but read the classical and modern literature, prefer light music. To the opinion of the representatives of this group, the woman should use decorative cosmetics not only in exclusive cases, but daily also. Moreover, they think that qualitative decorative cosmetics is not obligatory expensive and made in France.
"Activists"

The representatives of this category make approximately 15% of the population. There're men and women under 40 years, with secondary education, working, with average and high level of income. These people more often, than the representatives of other segments, go for a walk, travel, attend sports clubs, go in bars and cafe, are engaged with cars, watch video films and sport programs, listen to light music, - in this way they conduct the active life regime. They suppose that with the help of decorative cosmetics the woman constantly experiments with her image, changes constantly. She follows the novelties of make-up, taking into consideration the opinion of her husband or friend. 

"Indifferent"
About 25 % of the population are related to this category, mainly man. The representatives of this group are people of all ages with prevalence of the persons older than 60 years, with different educational levels, workers and the pensioners, with low and average level of the income. Speaking about the style of life in this category, there're no distinctive features except that these people more often, than the representatives of other segments, watch economic and political television programs. This category in general does not have an attitude to decorative cosmetics at all. 

"Conservatives"
Approximately 10 % of the population belong to this segment, the men and women are older than 60 years, with average and incomplete secondary education, pensioners and working people, with low and average level of income. They less often, than representatives of other segments, go for a walk, travel, read classical and modern literature, watch video films, listen to light music. As it is considered by the representatives of this group, it is not obligatory for the adult woman to use decorative cosmetics every day and to follow novelties of make-up. As they think the make-up doesn't make essential changes in the woman's image, and the decorative cosmetics is not the best gift for a lady. 

"Opponents"
The men making about 20 % of the population shape this category. The representatives of this segment are people older than 50 years, with initial and incomplete secondary education, pensioners and working citizens, with low and average level of income. They more often, than the representatives of other segments, prefer quiet rest and do not like active events. They believe, that the woman can use decorative cosmetics only in the exclusive cases. Besides, the decorative cosmetics represents, redundant waste of money, which is burdensome for the family budget.
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As the most attractive groups were selected «Rationalists» (they prefer qualitative cosmetics, but it is not obligatory an expensive one) and «Activists» (they appreciate a variety of cosmetics and a company following the tendencies of fashion), because interests of the given groups coincide the strategic purposes of the company (creation of the recognizable trade mark, providing of qualitative products at low prices, usage of the newest technologies and developments, etc.)

Demographic segmentation
The segmentation on age categories was completed in order to find out, how various factors influence on the process of making a choice of cosmetics. The importance of every factor for the decision making process was estimated according to the five-points scale. The following factors were considered:
1. A habit to buy cosmetics of some brand
2. Familiarity with the brand and products of some firm
3. Quality of cosmetics
4. Special properties of any product
5. Price of cosmetics
6. Assortment, offered by the company
7. Package of products
8. Recommendations of friends and acquaintances
The results of the research are shown in the table below:
Factor
15-20
21-30
31-40
41-49
50-59
>60

Brand loyalty
2
3
4
5
5
5

Familiarity with brand
3
5
4
4
2
1

Quality
3
5
5
5.
4
2

Special properties
2
4
•5
4
3
2

Price
3
2
3
4
5
5

Assortment
5
5
4
3
1
1

Package
5
5
4
3
2
1

Friend's advice
5
2
4
3
2
1

5 - very important factor 

4 - important factor 

3 - not very important factor 

2 - unimportant factor 

1 - insignificant factor

Thus, having estimated influence of the various factors on the process of decision making in various age groups, it is necessary to find out, what particular groups among the given before represent the potential consumers of concern's cosmetics.
So, the cosmetics of concern may be characterized as:
1 .    Insufficiently developed, the unrecognizable mark, however the purpose of positioning is transformation of it into recognizable brand, taking the special place in the market 

2. Medium price of products 

3. Qualitative cosmetics
4.    The special properties are provided with presence of unique components and application of the own improved technology of manufacturing
5.    Assortment is not broad
6.    Poor quality of package
Taking into consideration the listed parameters we have chosen the following groups, on which the production of the company can be focused:
1 . For the reason that the buyers are not familiar with the given brand, it is unknown and doesn't take a strong position among other manufacturers of cosmetics, we can consider as the potential consumers of those groups of the population, for which there is no firm habit to buy cosmetics of the certain firm and it is not the determining factor for them to make a choice, i.e. group "15-20" and "21-30". At the same time, the given cosmetics is presented on the market for a long time and has already recommended itself in the certain groups despite of insufficient popularity. That allows to consider the potential buyers of those groups, for whom the advice of friends and acquaintances is great importance, i.e. "15-20", "31-40", "41-49".
At the same time the strategic purpose of the company in positioning of the given goods in the market is to create a recognizable trade mark, to distribute products among wide auditory. Thus, the most suitable become those groups, for which the familiarity with the certain mark is important to make a choice for the benefit of this or that cosmetics, i.e. "21-30", "3 1-40", "41-49".
2.    Seeing that the cost of cosmetics is not high, but not cheap, the most suitable groups are those who have an average parameter of the importance of products cost for making a decision, i.e. such consumers, for whom the price factor has indirect, but not decisive value. In this case they belong to age groups "15-20", "21-30", "31-40".
3.    Taking into account, that products of concern are of high quality (and that proves to be true in the opinion of the experts), the suitable groups are for whom the quality of production is the basic factor while purchasing cosmetics. In this case they are "21-30", "31-40", "41-49".
4.    The special properties of cosmetics for a choice of this or that trade mark, as the table shows, are essential for groups "21-30", "3 1-40", "41-49".
5.    The insufficiently broad assortment of products corresponds to criteria of groups with an average parameter of the goods spectrum importance for the purchase of cosmetics. As we can see these are groups "31-40" and "41-49".
6.    Considering, that the package of products is ordinary-looking, is not distinct and is not attractive for the consumers, and besides that, nowadays opportunities of manufacture are limited and do not allow to improve essentially the quality of package, we noticed that the most appropriate are those groups, for which the package has almost no importance, i.e. "50-59" and «> 60 ».
As a result of the research we have chosen those groups of the population, which have the major likelihood to become the potential consumers of given products: they are the women from 21 till 30 years, from 31 till 40 years and as the minor market it is possible to determine the group of women from 41 till 49 years.

Potential market share
As the given groups make approximately 2/3 of the selected segments of psychographics segmentation, the potential market share is evaluated as 2/3*10 % («Rationalists») + 2/3*15 % («Activists») and makes about 15 % in the domestic market of decorative cosmetics.
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