MNM2602
Study Unit 5 – Market Segmentation


What is segmentation?
· Categorising customers into groups and identifying the characteristics of each group
· To achieve maximum customer satisfaction marketers divide the  heterogeneous market into fairly homogeneous subsets of customers

Segmentation


The advantages of segmentation


Disadvantages of Market Segmentation
Prerequisites for market segmentation - Criteria to ensure effective segmentation

Bases for segmenting consumer markets


1. Demographic Segmentation
· Demographic segmentation is probably the most common base for segmenting consumer markets
· Examples of demographic bases:
· Age
· Gender
· Race
· Cultural Group
· Religion
· Income
· Profession
· Sexual Category
· Family Life Cycle
· SEE LMS DESCRIPTION P 157 Textbook

2. Geographic Segmentation - Marketer divides the total market into geographical areas
· 2 Reasons why people living in the same area might have similar characteristics
· Property prices indicate socio economic status – people with similar socio economic characteristics may cluster together
· They have similar transport and shopping options

· Definitions of geographic variables
	Market Density
	Number of possible consumers in specific area
	Ski equipment shops in the Swiss Alpes

	Geo-demographic Segmentation
	Market is segmented into smaller groups based on the way they live and demographics in their specific neighbourhood
	Security Company in an area with high crime rate

	Micro Marketing
	Focussing specific Marketing efforts on undersized geographic markets
	Hospital plans



3. Behaviouristic Segmentations
- This form of segmentation may take the form of the following

4. Psychographic Segmentation
· Segmentation by means of categories such as 
· Social class
· Personality
· Lifestyle
· The Nielsen Socio-monitor value group survey is the most authoritative psychographic profile of its kind in SA.
· Market is divided into 5 value groups that help marketers understand what motivates customers and hence how to best appeal to them
· The 5 Value Groups:


Important Factors when Segmenting a market

Bases for industrial segmentation
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Focusing the company


Designing response products to meet the needs of the marketplace


Maintaining effective relationships with customers


Retaining existing customers and attracting new ones


Reducing expenses on marketing activities, increasing market share which results in higher profits


Better allocation of Funds






















IT IS EXPENSIVE


Development and marketing of separate models and market offerings is very expensive


Cheaper to develop one product for one segment


LIMITED COVERAGE 


Marketing strategies are directed at specific market segments only


RISK OF CANNIBALISATION


Excessive differentiation leads to proliferation  of models and variations and eventually cannibalisation


Cannibalisation is when one product from a company takes over the market of another product from the same company







Measurable


It  must be possible to measure size, purchasing power, potential profit and profile of the segment in order to compare it with other segments


Large


Segment must be the largest homogeneous (similar) group of people worth pursuing with a  tailored marketing offering  and be profitable


Accessible


Actionable


Differentiable


Marketers must be able to reach the segment with the marketing message and strategy.  


It must be possible to develop different market offerings for different segments. They must have sufficient resources for this  


The needs, wants and desires of the various segments must be distinctly different 














Bases for segmenting


Demographic


Geographic


Behavioural


Psychographic


















Purchase occasion


When and for what occasion a product is used


Benefit Sought


What benefit does the buyer want from the product


User Status


Non users/ex users/ potential users / regular users 


Usage rate


How frequently buyers buy products


Loyalty Status


Consumers vary in degree of loyalty to product/brand eg. Lead/Iron/Gold/Platinum Status


Buyer readiness stage


Different marketing approaches followed depending on consumer readiness to buy.  


Attitude toward product


Different strategies for different segments depending on attitude eg. Political parties avoid hostile voters, remind positive voters to vote but focus on indifferent voters to try and persuade them 

























Conformists


Conform to value systems such as culture, religion and family hierarchy


Want to live harmoniously with all cultures, tolerant and sympathetic to emotions of others


Traditionalists


Values are group based – eg UBUNTU


Proud of own accomplishments but want others to see it


Progressives


Need self growth and synchronisation to get meaning from group and give back to group


At ease with latest technology but embrace traditional and religious norms 


Non Conformists


Today-ers


Not at ease with new product offerings


Practical in buying behaviour


Price awareness + realism most important in decision making


Group oriented for own group but does not easily accept people from other cultural groups


Always want to improve themselves


Health and family is important to them


Money orientated and boast about accomplishments


Reject group orientated, social and conventional principles


Easily accepting of new technological offerings


Not money orientated and avoid owning luxury goods to empress others


Choice of goods purchased based on relevance to their lives and technological improvement


Confident and spontaneous individuals who do not go out of their way to improve outward appearance


Purposefully refuse to be part of anything similar to group standards.


Eccentric and purchase based on brand and price


Always looking for action/thrill and thrive on adrenaline Alcohol/Drugs/Sex to thrill and as distraction


Little self confidence as individuals and need reinforcement from peers


Out of touch with latest technology and tend to focus on past




























































Mutual relationship may exist between different bases


Eg there is a strong relationship between income, occupation and education


Needs seldom relate to 1 segment base only


Use more than one segment base when developing a marketing strategy for a segment eg. Target males between the ages of 18 -25 who are students with an energy drink not just males.


Market Segmentation Bases are infinite


Different industries can have different bases.  Number of possible segmentation bases is determined by creativity of marketing manager










Demographic Variables


Purchasing Approaches


Situational Factors


Operating Variables


Personal Characteristics



















Targeting


The process of deciding which segment to pursue


Positioning


A decision concerning the competitive advantage to be achieved









