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Learning Objectives
· Discuss the benefits and requirements for segmenting the business market.
·  Describe the potential bases for segmenting the business market.
·  Understand the procedure for evaluating and selecting market segments.
·  Understand the role of market segmentation in the development of business marketing strategy

Introduction
The business marketing manager serves a market comprising of many different types of organizational customers with varying needs. Only when this aggregate market is broken down into meaningful categories can the business marketing strategist readily and profitably respond to unique needs. Once the segments are determined, then the marketer must estimate demand for each segment. Accurate projections of future sales are one of the most significant and challenging dimensions of organizational demand analysis. 

Industrial Segmentation
Market segmentation is the process of dividing a total heterogeneous market into market groups consisting of occupants who have relatively similar product needs, there are clusters of needs. 
The business marketer profiles organizations (size, end use) and organizational buyers (decision style, criteria). Thus, the business or organizational market can be segmented on several bases, broadly classified into two major categories: macro segmentation and micro segmentation.
Macro segmentation centers on the characteristics of the buying organization and the buying situation and thus divides the market by such organizational characteristics as size, geographic location and organizational structure. Such characteristics are important because they often determine the buying needs of an organization.
Micro segmentation requires a higher degree of market knowledge, focusing on the characteristics of decision-making units within each macrosegment— including buying decision criteria, perceived importance of the purchase, and attitudes toward vendors.
The art of market segmentation involves identifying groups of customers that are large and unique enough to justify a separate marketing strategy. The ultimate goal is to have the greatest amount of difference between groups (segments) and high similarities within them.
Benefits of B2B Segmentation
An attempt to segment the business market, forces the marketer to become more attuned to the unique needs of customer segments. 
Understanding the needs of particular market segments helps the business marketer to focus product development efforts, develop profitable pricing strategies, select appropriate channels of distribution, develop and target advertising messages, and train and deploy the sales force. Thus, market segmentation provides the foundation for efficient and effective business marketing strategies.
Market segmentation provides the business marketer with valuable guidelines for allocating marketing resources. Business-to-business firms often serve multiple market segments and must continually monitor their relative attractiveness and performance.



Requirements of a good segment
Potential customers in a market segment have common characteristics that define the things that are important to them and how they will respond to various marketing stimuli. A business marketer has four criteria for evaluating the desirability of potential market segments: 
1. Measurability—The degree to which information on the particular buyer characteristics exists or can be obtained. 
2. Accessibility—The degree to which the fi rm can effectively focus its marketing efforts on chosen segments. 
3. Substantiality—The degree to which the segments are large or profitable enough to be worth considering for separate marketing cultivation. 
4. Responsiveness—The degree to which segments respond differently to different marketing mix elements, such as pricing or product features. 
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Bases for Segmentation in B2B
1. Macro-level Bases 
These are concerned with general characteristics of the buying organization, the nature of the product application, and the characteristics of the buying situation. 

a) Characteristics of Buying Organizations
 
· Usage rate constitutes another macro level variable. Buyers are classified on a continuum ranging from nonuser to heavy user. Heavy users may have needs different from moderate or light users. For example, heavy users may place more value on technical or delivery support services than their counterparts.
· The structure of the procurement function constitutes a final macro level characteristic of buying organizations. Firms with a centralized purchasing function behave differently than do those with decentralized procurement. The structure of the purchasing function influences the degree of buyer specialization, the criteria emphasized, and the composition of the buying center. Centralized buyers place significant weight on long-term supply availability while decentralised buyers tend to emphasize short-term cost efficiency.
· Size of the buyers- The marketer may find it useful to partition the market by size of potential buying organization. Large buying organizations may possess unique requirements and respond to marketing stimuli that are different from those responded to by smaller firms.
· Geographical location- marketers need to recognize regional variations and adopt geographical units as the basis for differentiating marketing strategies.


b) Product/Service Application 
Because a specific industrial goods are often used in different ways, the marketer can divide the market on the basis of specific end-use applications.  For instance, the manufacturer of a component such as springs may reach industries incorporating the product into machine tools, bicycles, surgical devices or office equipment. By isolating the specialized needs of each user group as identified, the firm is better equipped to differentiate customer requirements and to evaluate emerging opportunities.

c) Characteristics of Purchasing Situations
Buying organizations are classified as being in the early or late stages of the procurement process, or, alternatively, as new-task, straight rebuy, or modified rebuy organisation.

In the new-task buying situation, organization decisions makers perceive the problem or need as totally different from previous experiences; therefore, they need a significant amount of information to explore alternative ways of solving the problem and searching for alternative suppliers. When confronting a new-task buying situation, organizational buyers operate in a stage of decision making referred to as extensive problem solving. 
Straight rebuy- When there is a continuing or recurring requirement, buyers have substantial experience in dealing with the need and require little or no new information. 

In the modified rebuy situation, organizational decision makers feel they can derive significant benefits by reevaluating alternatives. The buyers have experience in satisfying the continuing or recurring requirement, but they believe it worthwhile to seek additional information and perhaps to consider alternative solutions. 

2.  Micro-level bases of segmentation 
Industrial marketers may find it useful to divide each macrosegment into smaller microsegments on the basis of the similarities and differences between decision-making units. Sometimes, the microsegments have unique requirements and unique responses to marketing stimuli that are buried in macrosegments. To isolate them effectively, the marketer must move beyond secondary sources of information by using intel from the sales force or by conducting a special market segmentation research studies. Some key criteria include:
· Decision Specific Conflict
· Purchasing Strategies
· Structure of Decision Making
· Importance of Purchase
· Attitude towards Vendors
· Organisational Innovation
· Quantity, Delivery, Reputation,
The criteria of the segments being considered are:
➢ It should be measureable.
➢ It should be accessible
➢ It should be substantial for doing business 
➢ It should be communicable.
The firm has limited capacity and considering the segment to be large it has to operate based on its own resource base or the asset base. 

Implementing a segmentation strategy
Successful implementation of the segmentation plan requires attention to the following issues: 
· How should the sales force be organized? 
· What special technical or customer service requirements will organizations in the new segment have? Who will provide these services? 
· Which media outlets can be used to target advertising at the new segment?
· Has a comprehensive online strategy been developed to provide continuous service support to customers in this segment? 
· What adaptations will be needed to serve selected international market segments? 
The astute business marketing strategist must plan, coordinate, and monitor implementation details.

Industrial Target Marketing
Target marketing is a marketing strategy that breaks a market into segments and then concentrates the marketing efforts on one or a few key segments consisting of the customers whose needs and desires most closely match your product or service offerings
Developing a target market strategy has three phases: 
1. Analyzing consumer demand 
2. Targeting the market(s) 
· Undifferentiated 
· Concentrated 
· Multi-segmented 
3. Developing the marketing strategy 
· Concentration Strategy- A firm that does targeting of only one segment with a unique marketing mix is referred as concentrated marketing strategy. If the company is small or new to the field, it may decide to go for concentrated strategy
· Multi-segment strategy (or also called as differentiated marketing strategy)-Here targeting is inclusive of many segments using individual marketing mixes is called differentiated marketing strategy. Here two or more segments are sought with a Marketing Mix for each segment, different marketing plan for each segment. This approach combines the best attributes of undifferentiated marketing and concentrated marketing. 

Industrial Market Positioning
Industrial positioning is different from that of consumer. Positioning is a perceptual exercise by the firm to image its offering differentiated from that of the competition. In consumer marketing it is of two types the real and/or surrogate. In industrial market the surrogate positioning strategy is not possible. Thus the positioning in Industrial market is based on real approach. The real positioning approach is something that can be proven while checking on important real positioning strategies such as:
· Usage of product category 
· Usage of technology
· Usage of quality product category/ technology/ usage occasion
· Usage of price /quality/ product category/technology/ maintenance/ usage occasion.
· Usage of Delivery product category/ technology/ usage occasion. 
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