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       Learning outcomes 

After reading this chapter, you should be able 

to: 

• Explain the importance of segmentation, 

targeting and positioning  

• Differentiate between the different 

approaches to market segmentation 

• Evaluate and make recommendations with 

regards to segmentation, targeting and 

positioning decisions.   
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     Segmentation, targeting, and positioning  

                   (STP) as a process 

Source: Cravens & Piercy (2006) 
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         What is a “good” market  

                 segmentation? 

• It identifies the product-market segments 

that are most worthwhile to pursue 

• It recognises the dynamic nature of 

markets 

• It helps the organization to figure out what 

products to place before the consumers 

most likely to purchase it.  
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Types of market segmentation 

• Needs-based segmentation  

• Demographic segmentation  

• Geographic segmentation  

• Segmentation by product, service or 

channel  

• Psychographic segmentation  

• Behaviouristic segmentation.  
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     Business market segmentation 

Source: Perreault & McCarthy (2005) 
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   The market segmentation process 

• Defining the market and scope of 

segmentation  

• Deciding on an approach to segmentation  

o A priori  

o Hypothesised segmentation  

o Bottom-up segmentation  

• Identifying and profiling segments.  
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Identifying and profiling market  

                  segments 

• Internal knowledge  

• Qualitative research  

• Quantitative research. 
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An example of a segment buying    

                  pro forma 
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      Business buying centre role players 

• Gatekeepers  

• Influencers  

• Deciders  

• Buyers.  
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         Barriers to segmentation 

• Infrastructure barriers  

• Process barriers  

• Implementation barriers  

• Conceptual reasons  

o Excessive focus on customers’ identities  

o Too little focus on customer behaviour  

o An obsession with technical detail of 

segmentation.  
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     Developing a targeting strategy 

• Assessing segment attractiveness 
o Identify segment attractiveness factors (SAFs) 

o Weight SAFs 

o Define SAF evaluation parameters  

o Rate segments  

• Assessing relative competitive positioning  
o Identify  critical success factors  (CSFs) 

o Weight  CSFs  

o Rate segment competitors on  CSFs 

• Determining market targets.  
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    Assessing segment attractiveness –  

                        an example 
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Assessing relative competitive    

        positioning – an example 
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    Selecting segment strategies 
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     Developing positioning strategy 
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         Positioning dimensions 

• Product features  

• Product benefits  

• Parentage or heritage  

• Manufacturing process  

• Ingredients  

• Endorsements by customers, intermediaries or 
celebrities  

• Competitive comparisons  

• Environmental friendliness  

• Price or quality. 
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           Positioning strategy 

• Product and brand management strategies  

o Product range  

o New products and services  

o Product and service mix and bundling  

o Product packaging  

o Branding  

• Channel management strategies  

o Mix of channels to use  

o Location  

o Design of channels  

o Design of value chain   
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        Positioning strategy (cont.) 

• Promotional strategy  

o Above-the-line 

o Below-the-line  

o Through-the-line  

• Pricing strategy  

o Fixed price  

o Price range  

o Variable pricing  

• Customer relationship management strategies.  
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CRM strategies for different segments –    

                     an example 
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           Perceptual mapping 

Step 1: Determine the product-market    

             segment  

Step 2: Design perceptual map  

Step 3: Identify competing products or brands  

Step 4: Plot all competitors on the map. 
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       Perceptual mapping (cont.) 


