PART 1 - SEGMENT


Segmentation
To get a product or service to the right person or company, a marketer would firstly segment the market, then target a single segment or series of segments, and finally position within the segment(s).
Segmentation is essentially the identification of subsets of buyers within a market who share similar needs and who demonstrate similar buyer behavior. 

The world is made up from billions of buyers with their own sets of needs and behavior. Segmentation aims to match groups of purchasers with the same set of needs and buyer behavior. Such a group is known as a 'segment'. Think of your market as an orange, with a series of connected but distinctive segments, each with their own profile.

Segmentation is a form of critical evaluation rather than a prescribed process or system, and hence no two markets are defined and segmented in the same way.  However, there are a number of supporting criteria that assist us with segmentation:

· Is the segment capable of succeeding?  Can we make a profit from it? 

· Is the segment accessible?  How easy is it for us to get into the segment? 

· Is the segment measurable?  Can we obtain realistic data to consider its potential? 

There are many ways that a segment can be considered.  For example, the auto market could be segmented by: driver age, engine size, model type, cost, and so on.  However, the more general bases include:

· By geography - such as where in the world was the product bought. 

· By psychographics - such as lifestyle or beliefs. 

· By socio-cultural factors - such as class. 

· By demography - such as age, sex, and so on. 

A company will evaluate each segment based upon potential business success. Opportunities will depend upon factors such as: the potential growth of the segment, the state of competitive rivalry within the segment, how much profit the segment will deliver, how big the segment is, how the segment fits with the current direction of the company, and its vision.

Cereal Segmentation Example

	
	Young Kids
	Teens
	Adults

	Meal Replacement
	
	
	Vector

	Fun
	Rice Krispies
	
	Cheerios

	Variety of Ingredients
	Fruit Loops
	Oatmeal Crisp
	Oatmeal Crisp

	Crispy
	Crispix
	Crispix
	Almond Crunch

	Healthy
	Cheerios
	Cheerios
	All Bran


Like any other method of analysis and evaluation, segmentation has its pros and cons.

Benefits of Segmentation

· Best use of marketing dollars

· Clear image of potential customers based on their needs and wants

· Effective strategies for the target groups

· Advertisement geared toward potential customers

Disadvantages of Segmentation

· More expensive

· Difficult to choose the best target group

· Can be too broad or too limiting

· Not able to reach target groups that are small or based on fads

Questions:  

1. To get the product or service to the right person or company, what are the three steps that need to be taken?

2. What is market Segmentation?

3. What are some examples on how markets are segmented?

