





Segmenting, Target Markets & Positioning








Segmenting, targeting, and positioning are the core components of any strategic marketing plan.  Once you have analyzed the marketing environment, the customers, and the competition, you move into the next phase of strategic thinking.  Which of these customers to target for the maximum efficiency and effectiveness?





Let us first begin with a brief definition of each of the concepts.





Market Segmentation means dividing a customer base into distinct groups of buyers who might require certain products or services.  





Market Targeting involves ranking the segments to pursue, based on several factors such as customer demands, profitability, and long-term goals.





Positioning means designing the company’s offer so that it has a distinct and valued place in the minds of the customers.








Market Segmentation





Without market segmentation you could be facing a very daunting task of trying to be everything to everybody.  Mass marketing to every person who lives in the country may not be a realistic use of your time and money.  But, if you employ market segmentation, you will first study and understand your current and potential customers and then categorise them by certain characteristics they share.  This process makes it easier to understand what certain types of customers need and want so that your organization can focus its approach.





There are two types of variables typically used to segment and better understand the market:  consumer characteristics (geographic, demographic, and psychographic) and consumer responses (behavioural).  








Consumer Characteristics


�Geographic segmentation divides the market into different geographical units such as states, regions, cities, or neighbourhoods.  This answers the question of where your customers are located.  For developing countries, it is especially  important to segment based on urban or rural geographics.  Where are most of your current and potential customers located?  These broad groups can be further  segmented based on factors such as size or population density, etc.  The idea is to continue segmenting until you have manageable groups of customers located in the same geographic area.


��





Demographic segmentation  includes such variables as the size of the business, the household, or other organizations that you serve, how much income they earn and how much they spend or may spend on telecommunications.   Big businesses such as banks or industries will have different needs from small commercial operations.  What are some of these differences?  Also, educational facilities and hospitals can vary depending on size, income, needs, and amount of money spent on telecommunications.


�Who are your biggest clients--in terms of size and in terms of amount of money spent on telecommunications?  Can you list them?  In most countries, the government is one of the largest consumers of telecommunications, and as such, constitutes one segment.   What special needs and demands do governments have and how can you better serve these needs?


�How can you segment your household customers?  We have already discussed urban and rural segmentation, but what about the size of the household and the income level?    


�This type of demographic segmentation helps you to get to know your customers and the size of their operations.  Information of this sort will become more important in the future as competitors enter the market and offer different products and services  to meet different needs or wants of these customer segments.


�Psychographic segmentation divides buyers into different groups based on lifestyle and personality characteristics.  What type of lifestyle do your customer groups have?  Are they on-the-go in the cities or are they working at home or on a farm?  The importance of trying to answer some of these questions is that different lifestyles sometimes mean that they have different needs for telecommunication.








Customer Responses





	Behavioural segmentation divides customer groups based on their knowledge, attitude, use, or response to the product (telecommunications).  Many of these variables are difficult to determine exactly, but you must attempt educated guesses.  This segmentation can begin with a look at what types of benefits the customers look for in the product.  Benefits related to telephones could include the quality, frequency, economy of communications.    





	What is the status of your customers?  This means grouping consumers into nonusers, ex-users, potential users, first time users, or regular users.  People who are regular users of your services, such as businesses, may be targeted for discount programmes, new services, or innovative products.  Those people who are not using telecommunications at all or who are new to this form of communication will need to be educated about the types of services and benefits you offer.





	Usage rates or volume segmentation looks at how often your customers use telephones--not at all, only once a month, several times a week, many times a day?  These frequency questions can help you to understand the various types of usage needs of customers.  Also, who do they call and where do they call in order to estimate how much long distance profit potential may exist.





	What is the level of customer loyalty to telephones?  If it was just as easy to send a letter to a friend, which method would they most likely choose?  This is not necessarily looking at the customer loyalty to your organization, but rather to the idea and use of telephones as a way to communicate.  You might discover that business customers have an absolute loyalty to telephones because it makes their jobs more efficient and effective.  





	What is the buyer-readiness stage and attitude toward your product or service?  Are they ready to buy and enthusiastic about the opportunity to have a telephone or are they hesitant and not aware of the benefits of telecommunications?  Readiness can take the form of awareness, interest, and intention to buy.  Attitude can mean they are positive, indifferent, or negative towards telephone communication.








Developing Customer Segment Profiles





Using the above variables of customer characteristics and responsiveness, you need to establish profiles of customer groups.  These profiles aid in determining the different types of needs of different types of customers so that you can better understand the customer base.  An example might be small business customers in the urban areas who spend under $100 per month, who use only basic service and have one telephone in an office of 5 employees.  What types of opportunities do you recognise in a segment of this sort?  Profiles also help you to better plan the segments that your organization should target and why certain groups can be targeted before others.








Market Targeting





The market targeting process begins with evaluating the different market segments that you have determined using the criteria in the above section.  There are three main factors that you can use to evaluate the segments: segment size and growth, segment structural attractiveness, and company objectives and resources.





First, you must determine the segment size and potential rate of growth.  What is the size of the business market, the household market, the government agency market in your country?  This may not be an issue for basic services in most developing countries, as the demand far outstrips the supply at the moment.  But, what are the areas of growth, where are they, and who do they represent?  You must estimate the size of each segment as well as the approximate growth rate over the next year, five years, ten years.





The next step for targeting the market includes determining each segment’s “structural attractiveness”.  This means analysing each market segment by looking at the structure and components of each pre-determined segment.  A useful tool is a model developed by a prominent management theorist, Michael Porter.  His model is based on “Five Forces” which occur in each market segment.  The Five Forces model is illustrated and explained below.  Remember that this is a dynamic analysis with all of the forces interacting.  
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Porter’s Five Forces
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Industry Competitors (Segment Rivalry):  Who and what are the competitors  in each segment that you have determined?  How intense is the competition?  For example, if one of the market segments is small businesses in the urban areas, you need to look at what other methods of communicating are available to them as well as other competing telecom companies that are operating in that market segment.


  


Potential entrants:  Who will be the likely competitors for each segment in the near future?  Which segments are your potential competitors most interested in entering?  What types of competing services will be entering the your country next year?  In five years?





Substitute products or services:  What are the types of products that can be easily substituted for telecommunications?  Think about the other means of communication that a person can use and determine for each segment the likelihood of one of those being chosen over telecom.





Buyers power:  As the buyers, or subscribers, have more choices, they have more bargaining power to demand better quality or range of products and services as well as lower prices.  What is the level of bargaining power associated with each market segment?  Do some segments have more bargaining power than others?  





Suppliers power :  The bargaining power of your suppliers increases if they are the sole suppliers of equipment, if there are few substitutes, or if it is difficult or expensive to change suppliers.  Think about the suppliers of telecom equipment for your organization.


 


Finally and most importantly, you must determine which segments fit the organization’s objectives and match its resources.  Does your organization possess the skills, the money, and the other resources to meet the needs in every segment?  Probably not.  So, you need 





to determine which of the segments you should concentrate on to begin with and then which segments your organization will pursue later.  





For example, many telecom entities are focusing first on the business clients who rely so heavily on telecommunications in order to do business.  With the revenue gained by providing efficient, quality service to these segments, the telecom organizations can develop infrastructure and access more household customers.  Is this a likely scenario in your country?  








Positioning





After you have determined which markets your organization should begin targeting, it is important to strategize about how you want to position your products and services.





An effective position begins by realising your company’s competitive advantages and being able to build upon them.  Competitive advantages come from gains your organization makes by offering customers greater value than your competitor, through lower prices, better quality, or stronger company image.  Additional competitive advantages may be the diversity of products and services offered, timely installation and maintenance, and efficient problem solving.  Customer service orientation, attitude and training can be developed into a competitive advantage over competitors and is one way to ensure continued company growth.  





Positioning implies differentiating your company from the competitor.  What makes your company different and better than the competition? A company or market can be differentiated by product, services, personnel, or image.  Think about which of these aspects are important to your customers and where your competitive advantages are, then decide how your company can develop a position that states these differences.





Although telecommunications is primarily a service provider, your company may also sell the telephones, fax machines, or cellular phones.  These physical products can be differentiated by offering quality performance, various design options, as well as goods that are durable and reparable.  





Your organization can offer more variety of different services than your competitors by establishing customer and employee training programs or  consulting services for the customers that determine the most appropriate products and services to meet their needs.  





Companies can gain competitive advantage through personnel.  This means hiring, training, and motivating employees better than the competition.  Not only technical experts, but also people who understand business and know how to meet the needs of the business clients.  Continuous training and updating of the entire staff with regards to customer service, technology, and business skills will give your organization an advantage in the short term and in the long term!  Additionally, a customer education programme which includes information about telecommunications and lists benefits of your company can be very useful to distinguish your organization from the competition.








Finally, think about the image of your organization in the minds of the customers.  How can that image be improved or built upon?  As with many telecommunications entities in developing countries, your organization may have an image problem.  In studies conducted by the World Bank and the ITU, an overwhelming majority of people do not trust the telecom entity in their country.  The image is one of government bureaucracy that is neither highly effective nor highly efficient.  If this describes your organization, this must change!  Your telecom entity must cooperate to change this image and create a strong new image in the minds of customers  that promotes the hard work you are doing to make telecom a reality in your country.  Image can be a very strong competitive advantage.
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