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All Potential Customers 
‣ Needs 
‣ Demographics 
‣ Size, growth, perceptions

The Firm 
‣ Strengths & weaknesses 
‣ Opportunities & threats

The Competitors 
‣ Strengths & weaknesses 
‣ Opportunities & threats

Inputs (3Cs)

Approaches & 
Processes 

‣ Segmenting, targeting, and 
positioning (STP)  

‣ Perceptual/positional 
maps 

‣ Customer-centric view 

Analyses 
‣ Factor analysis 
‣ Cluster analysis 
‣ GE matrix 
‣ Discriminant analysis 
‣ Classification

Managing 
Customer 

Heterogeneity

Industry Segmentation 
‣ Customer segments 
‣ Needs, demographics, and 

opportunity of each 
segment

Target Segment 
‣ Detailed needs, 

demographics, and value 
of target segment(s) 

‣ Discriminant function  
‣ Relative perceptions 

Positioning Statement 
‣ Who 
‣ What 
‣ Why

Outputs (STP)

Source: Palmatier, R.W. & Sridhar, S. (2017): Marketing Strategy - Based on First Principles and Data Analytics, Palgrave, London, p. 54.
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All Potential Customers 
‣ Needs 
‣ Demographics 
‣ Size, growth, perceptions

The Firm 
‣ Strengths & weaknesses 
‣ Opportunities & threats

The Competitors 
‣ Strengths & weaknesses 
‣ Opportunities & threats

Inputs (3Cs)

Source: Palmatier, R.W. & Sridhar, S. (2017): Marketing Strategy - Based on First Principles and Data Analytics, Palgrave, London, p. 54.

All potential customers 

needs, desires, and preferences across customers 
in an industry, geographic region, market segment, 
or product category.

Your company 

an inventory of the company’s 
strengths, weaknesses, 
opportunities, and threats 
(SWOT analysis).

Your competitors 

an inventory of your 
competitor’s strengths, 
weaknesses, opportunities, and 
threats (SWOT analysis).
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Industry Segmentation 
‣ Customer segments 
‣ Needs, demographics, and 

opportunity of each 
segment

Target Segment 
‣ Detailed needs, 

demographics, and value 
of target segment(s) 

‣ Discriminant function  
‣ Relative perceptions 

Positioning Statement 
‣ Who 
‣ What 
‣ Why

Outputs (STP)

Source: Palmatier, R.W. & Sridhar, S. (2017): Marketing Strategy - Based on First Principles and Data Analytics, Palgrave, London, p. 54.

Industry segmentation 

describes industry segments and includes, for each named 
segment, salient purchase preferences, demographic variables, 
and potential demand opportunities.

Target segment 

moves from the overall market landscape 
to the specific segment(s) of interest, such 
that it extends the first output by providing 
a very detailed description of each target 
segment.

Positioning statements 

encapsulate the three questions into one concise statement that 
firms use to direct their internal and external marketing activities: 
who should the firm target, what needs and benefits are being 
fulfilled, and why does this offering provide a relative advantage 
over competitive offerings.
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SEGMENTING 
To initiate the segmentation, managers need to identify the key 
purchase attributes, that is the needs and desires that a potential 
customer evaluates when making a purchase decision for this 
category.

1

Source: Palmatier, R.W. & Sridhar, S. (2017): Marketing Strategy - Based on First Principles and Data Analytics, Palgrave, London, pp. 60-63.

2

TARGETING 
The targeting process follows naturally from segmentation, to 
identify which segments the firm wants to sell to, based on the 
attractiveness of each segment and the firm’s competitive strength in 
each segment .

3

POSITIONING 
The separation between targeting and positioning is often blurry. 
Many of the factors used to evaluate competitive strengths to select 
a target segment also impact the difficulty of executing an effective 
positioning strategy for that segment.
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‣ Who: Members of  high-end, 
coed gyms  

‣ What: Good looking but 
highly functional athletic wear 

‣ Why: Highest performance 
materials and design that 
looks good

‣ Who: Fashion-conscious 
sporting fans 

‣ What: Athletic wear as 
clothing 

‣ Why: Newest, coolest 
designs that stand out from 
the crowd

Gym Socialites

Fashion Trend 
Setters

Gym Socialites

Fashion Trend 
Setters

Urban Athletes

Elite Athletes

Seasonal Gym Members
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The Process in Action

Potential 
Customers

1. Identify 
Customer 
Segments

2. Select  
Target 
Segments

3. Position 
Against 
Competitors
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SEGMENTING 
To initiate the segmentation, managers need to identify the key 
purchase attributes, that is the needs and desires that a potential 
customer evaluates when making a purchase decision for this 
category.

1

2

3

Source: Palmatier, R.W. & Sridhar, S. (2017): Marketing Strategy - Based on First Principles and Data Analytics, Palgrave, London, pp. 60-63.

TARGETING 
The targeting process follows naturally from segmentation, to 
identify which segments the firm wants to sell to, based on the 
attractiveness of each segment and the firm’s competitive strength in 
each segment .

POSITIONING 
The separation between targeting and positioning is often blurry. 
Many of the factors used to evaluate competitive strengths to select 
a target segment also impact the difficulty of executing an effective 
positioning strategy for that segment.

4

BUILDING CUSTOMER CENTRICITY 
Building a customer-centric organization is different from executing 
an STP process, in that it requires a top-down, enduring commitment 
from senior leaders to institute a customer-centric philosophy across 
the firm’s entire organization.


