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Introduction

Customer data is a key asset of any business. But collecting customer data serves no purpose unless it is used to assist 
and improve customer engagement, business decisions, processes and growth. Customer segmentation – the practice of 
dividing customers into groups based on specific and relevant attributes – is a method that can be used to analyse and 
extract real value from your customer data.

Few companies are equipped to address or supply the needs of an entire market. Given that each customer’s 
characteristics and needs will never be identical, businesses can breakdown the total demand into ‘homogenous’ groups 
and choose those groups that provide the best ‘fit’ for its product or service at the right time. These groups can be 
based on criteria such as demographics, location, lifestyle, behaviour and personality. The characteristics a company 
chooses to focus on depends on the type, sector and size of the business. 

The resulting insights can then be fed into other business activities. The aim of this briefing note is to outline the key 
business outcomes and benefits of customer segmentation:

1. Spotting patterns in customer behaviour
2. Identifying profitable customer groups
3. Ensuring a tailored service
4. Positioning products
5. Developing products and services
6. Forecasting trends and patterns

In the words of the renowned economist Theodore Levitt 

If you are not thinking segments, you are not thinking marketing.“ ”
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1. SPOTTING CUSTOMER  
BEHAVIOUR PATTERNS

Customer segmentation allows companies to get to 
know their customers better. By analysing data and 
distinguishing groups of customers from each other, 
patterns in their purchasing and contact preferences 
become more apparent. 

These patterns also highlight needs and pain-points, 
which can help shape subsequent interactions with the 
customer to create individual customer journeys. 

This understanding of what the customer requires is 
highly valuable in forming a lasting and sustainable 
relationship, as it makes each customer feel unique 
and that their custom is valued. 

Customer Characteristics used  
in Segmentation

Classification Base Description

Company  
Demographics

Type of business

Geographic location

Company age and size

Industry area or SIC code

Operating  
Variables

Technology used by buying organisation

Products types used

Customer capabilities

Purchasing  
Approach

Buying structure

Buying polices

Buying processes

Situational  
Factors

Urgency of order

Size of order

Product application

Personal  
Characteristics

Buyer motivation

Individual perceptions of seller

Perceived benefits and risks
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2. IDENTIFYING PROFITABLE  
CUSTOMER GROUPS

Company resources are wasted if efforts are focused 
on creating and maintaining relationships with 
customers who produce little or even no return. 
Through segmentation, groups that produce the most 
revenue and, therefore, most potential for company 
growth can be identified. Marketing budgets can 
then be allocated in a proportional and effective way.  
Relationships with profitable customers are nurtured 
and disinterested customer groups who consume 
resources are let go. Maximising the satisfaction of the 
most valuable customers is vital to the future of any 
business, so reducing the amount of resources wasted 
on fruitless ones should be a priority.

The attractiveness of defined segments can be 
evaluated using the following characteristics: 

• Nature of the needs and wants of end users
• Size, structure and future potential of segment
• Available company resources
• Intensity of competition
• Company’s market share
• Production/marketing scale economies

Classification Targeting Description

Undifferentiated  
Strategy

Single marketing mix for entire market 
– assumes all customers within the 
market share similar needs. Does not 
require targeting of individual market 
segments.

Concentrated  
Strategy

Concentrates marketing efforts 
towards a single market segment with 
one marketing mix. Used for specialised 
products.

Differentiated  
Strategy

Marketing efforts directed at one or 
more market segments with different 
marketing mix developed for each seg-
ment. May be natural progression from 
a concentrated strategy

Types of Marketing Strategy
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3. PROVIDING A TAILORED SERVICE

When customers receive marketing materials that 
are irrelevant to their needs, they are likely to dismiss 
future communications from the same brand. Customer 
segmentation enables more personalised marketing 
that takes into account within the target segment, the 
customers’ common particular needs and purchase 
history, as opposed to general catch-all generic content. 

Individual customers can be grouped for campaigns, 
with prospects and clients who share comparable 
characteristics, more likely to respond to the tailored 
messages and offers. 

Similarly, segmentation can be used to help determine 
the levels of sales focus, customer support and service 
delivery for each group or segment of customers. This 
allows resources to be more effectively managed and 
focused on the most profitable areas of activity.

4. POSITIONING PRODUCTS

Positioning can be described as ‘the place occupied 
in a particular market, as perceived by the customer 
segment at which that product is targeted’. 

Simply put, customers respond to the attributes of 
a product, to imagery and promotional messages as 
well as a company reputation, coupled with its other 
products and competitor activities.  

By focusing on individual segments, messages and the 
wider promotion and positioning of the product can 
be tailored to better fit the target audience, gain more 
impact and improve results. 

Customer insight and product knowledge is 
indispensable to successfully communicate how your 
product will help address your potential customer 
challenges and needs.
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5. PRODUCT DEVELOPMENT

The value of customer segmentation goes further than 
marketing. A deeper analysis of customer needs through 
segmentation may produce unexpected insights, such as 
gaps in the market, where customer needs are not quite 
being met. Speedy identification of areas for potential 
improvement, or new product development drives 
customer satisfaction and increased loyalty. Crucially, 
customer-driven product development also helps 
businesses stay ahead of competitors. 

When it comes to introducing new generation products, 
insights from segmentation can help determine at what 
rate to migrate customers in order to ensure a smooth and 
profitable transition between old and new product ranges.

6. FORECASTING TRENDS 

Once businesses have a greater understanding of their 
segment and customers’ profiles, it is easier to predict 
future behaviour. Predictive behaviour modelling is a 
well-documented discipline which can help to shape 
business decisions, and ensure maximum preparation 
for potential developments. 

However, it is important to recognise that segmentation 
cannot always be pre-determined or forced by the 
organisation but is defined by its customers. Similarly, too 
many segments can be counter-productive and lead to 
confusion. Segmentation should reflect the real differences 
in the needs of consumers for products and services.
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CONCLUSION

Segmentation can therefore play a powerful 
role within an organisation. It enables various 
departments from product development to 
marketing, sales through to customer service and 
finance to improve their outcomes. By leveraging 
the intelligence that segmentation yields businesses 
can rapidly gain a better understanding of their 
customers and prospects and become more 
successful.

Next Steps
• Check out our ‘Art of Segmentation Infographic  
 for 3 easy steps to successful segmentation.
• Contact our CRM experts to discuss how   
 Maximizer can help with segmentation.
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About Maximizer
 
Maximizer CRM is fueling the growth of businesses around  
the world.  
 
Our CRM solutions come fully loaded with the core Sales, Marketing and 
Service functionality business need to optimize sales productivity, accelerate 
marketing andimprove customer service. With flexible on-premise, our cloud 
and your cloud deployment options, tailor-to-fit flexibility, state-of-the art 
security infrastructure, industry-specific solutions and anywhere/anytime 
mobile access, Maximizer is the affordable CRM solution of choice. 
 
From offices in North America, Europe, Middle East, Africa and AsiaPac, and 
a worldwide network of certified business partners, Maximizer has shipped 
over one million licenses to more than 120,000 customers worldwide. 

To learn more contact the  
Maximizer CRM Experts
Call 01344 766 910 or email enquiries@maximizer.co.uk


