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1 Introduction

For many governments and governmental organisations, the importance of information
and communication technology (ICT) as a channel of communication, service delivery
and transactions is growing. Governmental organisations at all levels stimulate the use of
ICT in order to create a more citizen/client/user-centric relationship with their audiences,
at the same time trying to make the communication, service delivery or transactions more
efficient from the point of view of the organisations. These efforts are covered by the
term e-government. The most used definition of e-government is the one of Gartner
(2000, adapted from Cascadis, 2007). E-government is “the continuous transformation of
public sector internal and external relationships through internet-enabled operations,
information and communication technology to optimize service delivery, constituency
participation and public governance.”
In a European policy report on e-government (EC Information Society portal) the
purposes of applying ICT are formulated as follows: “eGovernment has two important
roles, the first is as the interface between governments and the citizens and businesses
they serve, the second is to provide common interfaces and shared data between
collaborating government departments.“
Among the highest priority objectives of European e-government efforts, the following
two are especially relevant within the framework of this report:
• Improving the effectiveness and efficiency of public service, thus reducing the
administrative burden for businesses and citizens;
• Ensure that all citizens and businesses can benefit of the public e-services provided.
E-government should not lead to the unintended exclusion of particular groups in
society.
The European Commission explained its drive to promote and stimulate e-government
with the following arguments: “On-line access to government for all is not only a moral
and competitive necessity, it can also help solve some of society's most intractable
problems, including social exclusion. As an added incentive, it simplifies public services,
too. Today, around 30% of Europe’s population still does not use any e-government
services. Ironically, a large proportion of these ‘excluded’ Europeans relies heavily on
government support – and stands to benefit the most from accessing them on-line” (EC
Information Society portal).
E-government can become a successful part of public service when it addresses the real
needs, interests and demands of the intended users (citizens or businesses). It should
focus on services or communications that have a high impact on the users, and it must be
assessed whether that impact indeed has been achieved. It should also be checked
whether the whole range of users is accessed, to prevent unintended exclusion. That
means that it is essential for e-government to gain more knowledge about their target
groups of users and their actual users as ‘clients’ or ‘consumers’ of public services than
traditionally has been the case. A wide variety of projects is currently underway to
develop strategies for government agencies and organisations to conduct their
communications, services and transactions in a more user-centric way. This includes the
B-dossier project; this report is produced within the framework and objectives of the Bdossier project, commissioned by the Telematica Institute. The B-dossier project is a
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cooperation project between various government agencies and universities, guided by the
Telematica Instituut. Agencies like UWV, SVB, the Tax Administration and the City of
The Hague work with the Telematica Institute, the University of Twente and the
Technical University of Delft to develop a vision on personalised e-government. The Bdossier project focuses on both citizens and businesses. This report is mainly about egovernment for citizens.
It might be relatively new for governments to think about their communications and
services in a user-centric way, however, this has developed into a common practice in the
commercial domain. Businesses are aware that they have to adapt their communications,
goods and services to target groups of customers, for several reasons:
• Building or expanding their market;
• Creating, maintaining and expanding the relationship between the customers at one
hand and the product, the brand and/or the vendor at the other hand;
• Providing a good user experience, both during the purchase and during the actual use
of the purchased product or service;
• Assessing whether the intended impact has actually been realised, and the conditions
that help to create the intended impact.
Although public organisations could benefit from the knowledge that commercial
organisations have accumulated, there are essential differences between public bodies
and commercial parties that need to be taken into account. Public bodies, like
governmental agencies, cities or ministries, have the widest audience possible. In many
cases their audience equals the whole Dutch citizenship or all inhabitants of the
Netherlands. Although particular services and hence particular information or
transactions might be geared to particular groups in the Dutch society, yet the
information in itself must be publicly available and accessible. Secondly, the audience
has no choice whether to use the services offered by the public administration; they are
obliged to use them. There is no competition; governmental organisations have a
monopoly position for particular services. This means that typical market mechanisms
such as pricing or creating a need do not work in the same way in the contact between
citizens and governments. Yet another difference is that governmental agencies and
bodies are bound to political processes and legal frameworks. They typically are entitled
to offer a broad range of very complex services, working in a complex environment of
political and policy decisions. They have to legitimize their decisions and hence their
service offerings to the political and administrative forces in the government.
These differences between the public and private sector influence the extent to which
findings on communication strategies in the private sector can be generalised to the
public sector.
One of the strategies that commercial vendors apply for collecting and analysing
knowledge about their audiences is segmentation. In this report, we report a (relatively
limited) literature review, focusing on segmentation and segmentation strategies from the
perspective of public service providers.
We think that segmentation can play an important role in future e-government projects.
The goal of this literature review is to extend the knowledge about segmentation and how
it can be applied to e-government. In the review we address the following research
question: What appear to be effective segmentation strategies for e-government
purposes?
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In our search for relevant documentation on this topic, we have used four scientific
databases: Web of Science, Scopus, PsychINFO and Google Scholar. Our two central
concepts were: segmentation and (e-)government. We combined these two concepts with
sets of key words like: customisation/personalisation/tailoring, strategies/approaches,
techniques/methods, and effectiveness/best practices.
The review revealed two important considerations:
1. So far, there have been very few studies of segmentation conducted in the context of
e-government.
2. The number of studies in which the effect of the segmentation is systematically
assessed is limited.
These limitations are reflected in this report. Yet, we hope that the literature review will
serve as a means to learn from the acquired knowledge and experiences of commercial
and other parties. We hope it will form a basis for exploring the potential of
segmentation for organisations in the public domain.
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2 Segmentation defined

E-government efforts are intended to improve the effectiveness and efficiency of public
services while providing a satisfactory user experience. E-government projects must
ensure that all citizens can benefit from these e-services. We explore the possibilities and
limitations of segmentation in achieving these two goals.
Section 2.1 provides a definition of segmentation and makes the distinction between
segmentation and related concepts like targeting and personalisation. Section 2.2 then
elaborates on global strategies and reasons for segmentation. However, there are also a
number of ethical issues related to segmentation, which are indicated in section 2.3.
2 .1

Wh at is seg ment at ion ?

In the marketing literature there are many definitions for the concept of segmentation
available. Brennan et al. (2003) define segmentation in somewhat general terms as “the
process of identifying groups of customers who are relatively homogenous, in order to
tailor them to meet their needs.”
Rao & Steckel (1998, p.23) add another aspect to the definition. They define
segmentation as “identifying groups of consumers who behave differently in response to
a given marketing strategy.” They stress that there is homogeneity within groups, but
dissimilarities between groups, characterized by differences in the response to a
marketing strategy.
Weinstein (2004, p.4) provided a more detailed definition: “segmentation is the process
of partitioning markets into groups of potential customers with similar needs and/or
characteristics who are likely to exhibit similar purchase behaviour.” Thus, he
specifically addresses the homogeneity within groups with regard to their (purchase)
behaviour.
In a literature review on user profiling, conducted for the Alter Ego project of the
Telematica Institute, a definition of segmentation was included that extended the basis of
homogeneity within groups. In that review, Van Dijk et al. (2005) defined segmentation
as “the process of dividing a population into groups (segments) on the basis of
similarities in user-related information of individuals.” This definition goes far beyond
purchase behaviour as the basis for grouping; it takes all kinds of user-related
information into account.
What can be distilled from these four definitions is that segmentation is a process of
dividing one population into smaller sub-populations (i.e. segments or groups), which are
characterized by different needs, characteristics or behaviours, including their response
to the way they are approached and affected. Figure 1 shows a graphical explanation of
segmentation. The left circle represents the whole market, whereas the right circle
illustrates a segmented market, with four distinguished segments.
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Figure 1: Segmenting a market (Marchack, 1995)
Two examples of segmentation in an e-government situation come from Turner (2002)
and from Bélanger and Hiller (2006). Turner (2002) describes in his article that there are
four broad constituencies on which e-government services can be segmented on. These
four areas are: businesses, citizens, other governments and employees. Bélanger and
Hiller (2006) classified e-government into six categories, namely: government delivering
services to individuals, government to individuals as a part of the political process,
government to businesses as a citizen, government to business in the marketplace,
government to employees and government to other governments.
In the literature about segmentation, a number of related concepts and terms are used.
These related concepts are: targeting, personalisation, tailoring, customisation and
adaptation. In order to clarify the differences and similarities of these concepts in relation
with segmentation, they are defined below.
Targeting
The term “targeting” occurs frequently in literature about segmentation. Henman (2005,
p.81) defines targeting as “the set of practices and processes whereby populations are
sub-divided and managed or governed differently.” Van Dijk et al. (2005, p.14) give a
more practical description of targeting. They state that “targeting is the aiming at specific
segments.”
An example of effective targeting is the case of service rates by Orange. In 2003 the
growth of the west-European mobile telephone market slipped. Consumers were more
interested in the type of brand they were buying than the networks that they used. In the
beginning of 2006 Orange UK launched different rates, each with a simple description,
based on different segments. They symbolised the different rates by using pictures of
animals. In the end of 2006, 90% of the consumers identified Orange with the animal
advertisement, and Orange was leading the ‘post-paid’ market of mobile phones (source:
http://www.marketing-online.nl/nieuws/ModuleItem52783.html).
Henman (2005) takes a government perspective on targeting. He claims that targeting can
improve the efficiency and effectiveness of government policies, because governments
can focus on areas of greatest need. Targeting is furthermore used to address the needs
and characteristics of each individual. Henman (2005) states that targeting is a much
used government practice.
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Personalisation, tailoring and customisation
Personalisation, tailoring and customisation are concepts that are closely related.
Different fields of application, such as health communication or product design, use the
latter terms as a synonym to personalisation. According to Van Dijk et al. (2005) the
three concepts are the same. Their definition is stated as follows: “tailoring
(personalisation, customisation) is the aiming at individuals.” For the sake of clarity, the
term personalisation is used from now on, which thus includes tailoring and
customisation.
When looking at this definition and contrasting it with targeting, personalisation is going
a level deeper. Instead of making a strategy to specific segments, personalisation is a
strategy to aim at the individual. This individual can be seen as a segment of one (Van
Dijk et al., 2005), which is considered to be the ultimate form of segmentation.
Personalisation gives organisations the opportunity to make communication more
effective and efficient, but it also can help understanding, predicting and even
influencing the behaviour of citizens (Pieterson et al., 2007).
An example of effective personalisation can be found in the case of Neckermann.
Neckermann has made a shift from mass communication to one-to-one communication.
The company is doing this by combining the purchase history of consumers with
consumer variables and with the history of other consumers who are in the database. This
is used as a basis for making recommendations. By doing so, Neckermann accomplishes
to give each consumer the feeling that he or she is treated as an individual and that s/he is
a personal contact of the company.
(source: http://www.sas.com/ offices/europe/Netherlands/success/neckermann.html).
Adaptation
Adaptation is a concept that is less often addressed than personalisation, but it is certain
worthwhile to mention. Van Dijk et al. (2005, p.14) describe adaptation as “the process
of adapting the appearance and content of messages and media to segments or
individuals.”
Adaptation can be divided in targeting and tailoring. Both targeting and tailoring
(personalisation) are thus methods to transmit a message to either particular segments or
individuals. The underlying figure demonstrates the relationship of the concepts that are
mentioned so far.
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Figure 2: Adaptation and related concepts (Van Dijk et al., 2005)

2.2

H ow is s eg m ent at ion ap p l ied ?

The main driver behind the introduction of segmentation in marketing, which occurred in
the 1950’s, was to change the marketing scope from mass marketing to more targeted
marketing (Brodie et al., 1997; Lemon & Mark, 2006). This has an analogy with the
position of public bodies and governments with regard to segmentation. Governmental
organisations often have the whole ‘general public’ in all its diversity as their client,
which makes it unlikely that the public can be approached effectively with a ‘one size
fits all’ strategy. In addition, the diversity of the general public has increased over time.
It is claimed by Rao and Steckel (1998) that tastes and lifestyles of consumers have
become much more complex because of expanded disposable incomes and higher
educational levels. Besides this, Dibb and Simkin (2001) add that segmentation is an
important strategic decision for each company, irrespective the industry it is in. This
includes governmental organisations. Segmentation is thus a technique that is used to get
a grip on the diverse nature of the market and thereby satisfy the needs and wishes of the
different customers (i.e. segments) successfully (Dibb & Simkin, 2001).
To date, segmentation has become a key marketing tool (Weinstein, 2004) and hence has
grown as one of the most researched topics in the marketing literature (Wedel &
Kamakura, 2000). The purpose of segmentation is to gain understanding and knowledge
about the customer, in order to give the customer what he wants, build relationships with
him and communicate with him via targeted channels (Weinstein, 2004). In this section,
segmentation strategies, the reasons for segmentation and ethical issues in segmentation
are described.
2 .2 .1 Se g ment atio n st rat eg ies

By acknowledging similarities within groups and differences between groups,
communication strategies can be developed that address certain segments of the whole
population. By utilizing different approaches for various segments, the clients may feel
that they are approached on a personal level.
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Identifying sub-populations needs to be done very carefully. Gankema and Wedel (2003,
adopted from Hessing and Reuling, 2003) propose seven criteria for good segmentation.
These criteria are summed up in the table below. McDonald (1995) proposes similar
criteria as described by Gankema and Wedel (2003), but add one. According to him, a
description of segments should also be relevant to the purchase situation.

Criteria

Description

Identifiability

It should be easy making sure to which segment someone
belongs

Accessibility

The segments should be approachable

Sufficient size

The segments should not be to small

Heterogeneity

The segments should differ from each other

Stability

The segments should not be subject to change

Homogenous response

Individuals within a segment should react more or less uniform

Operability

There should be keystones for (marketing) strategies

Relevance

The segments should be relevant for the purchase situation
Table 1: Segmentation criteria

Identifying sub-populations can be done in different ways. Three different global
strategies for segmentation are distinguished in this report, namely: undifferentiated,
differentiated and concentrated segmentation.
Undifferentiated segmentation implies that the organisation is choosing for the massmarket. This means that all segments are treated in the same way or are offered the same
product or service (Doornbos, 2004). Examples of companies which apply
undifferentiated segmentation are McDonalds and Coca-Cola.
Differentiated segmentation is a strategy to approach separate segments differently. An
example can be found in a neighbourhood association (buurtvereniging in Dutch). When
this association is planning activities, they might divide the people who live in the
particular neighbourhood in four groups, i.e. children, youngsters, adults and elderly
people (Doornbos, 2004). Different activities are planned for the various groups,
assuming that elderly people probably are not playing soccer, while the children may not
be interested in playing jass (klaverjassen in Dutch).
The third strategy is called concentrated segmentation. When using concentrated
segmentation as a strategy, the organisation focuses on one particular segment
(Doornbos, 2004). Concentrated segmentation is sometimes also called niche marketing.
An example of this kind of strategy is a clothing shop who just sells clothes for people
who need larger/wider clothes than regular people.
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The fact that government services need to be accessible for all puts severe restrictions on
the use of concentrated segmentation in this context. Future attempts to target services
toward clients’ needs and wants should therefore be based on some kind of differentiated
segmentation instead. The actual segmentation approaches, methods and techniques used
to realise these global strategies are addressed in chapter 3.
2 . 2 .2 R e as ons f o r s eg me nt at io n

Potential users of online services are likely to differ in a variety of aspects and on many
dimensions (Rao & Steckel, 1998). In its usual commercial context, important goals
behind segmentation are either selecting those consumers or users with a particular
relevant characteristic and, subsequently, adapting communication to this specific group
or create different products or services that meet the different needs of a variety of
consumer or user groups. It is this latter aspect, tailoring web content or messages to
specific user needs, which may be of specific relevance for e-government. Furthermore,
in services marketing it is increasingly realised that understanding particular market
segments is the key to understand customers (Rodgers, et al., 2007), increase customer
satisfaction and, thus, developing long-term relationships with customers (i.e.
relationship marketing, Zeithaml & Bitner, 1996). Unless careful segmentation has taken
place, clients’ expectations, needs and requirements may be defined too broadly, which
may leave a large proportion of customers unsatisfied (Zeithaml & Bitner, 1996). In sum,
market segmentation is an important tool for targeting specific groups of clients.
Sometimes segmentation is a necessary evil. As argued by Rodgers et al. (2007),
segmentation is necessary when wanting to compete for an identified market with a
variety of desires. This is common practice in markets where the number of products and
services is increasing. In addition, Doornbos (2004) noted that it is often more effective,
efficient and useful to focus on one set of customers than to take on the whole world or
nation as a target audience. Segmentation can help organisations to narrow down the area
with the most potential customers; it can fine-tune marketing efforts to the wishes and
needs of the target group; and it can identify groups of people that best fit the goals of
the organisation or help the organisation receive the best results.
According to Weinstein (2004) segmentation can be the heart of a good business strategy
and value creation. He claims that segmentation is necessary for the following reason:
“in fast-changing and increasingly hypercompetitive markets, successful twenty-firstcentury companies have to be superb segmenters to survive and thrive. Having superior
quality goods or services are no longer sufficient” (Weinstein, 2004, p.3).
To conclude, Weinstein (2004) focused on both the benefits and limitations of
segmentation. The benefits he distinguished are that it enables companies to design
products that meet the specific needs of the market, and, hence are more successful, to be
effective and cost-efficient, to evaluate the market competition and to gain insights into
choosing between strategies. The three limitations he subsequently addresses are the high
costs involved in segmentation strategies as opposed to mass-marketing strategies, the
necessity of a major corporate commitment and the composite rather than individual
profiles it affords.
2 .2 .3 Eth ica l is su es in se gme ntat ion

Whereas segmentation may be beneficial for organisations to target their products or
services to the right customers, the application of segmentation strategies may also give
B - D O S S I E R / D 2 . 7
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cause to a number of ethical issues. Henman (2005) addresses five ethical issues that can
play a role in segmentation. Those issues are presented below, on order of increasing
relevance for e-government situations. However, a critical note needs to be made. The
ethical issues presented here have the purpose to provide an indication of the downsides
of segmentation. We found only one source in our search that focused on negative sideeffects and ethical issues. This means that the listing of the ethical issues below is
probably far from exhaustive and can not be generalised properly. Although we address
these drawbacks, it will give an indication that segmentation is paired with several issues
that need to be considered, because they are important in the e-government context.
The first ethical issue that Henman (2005) addressed is pre-emptive action. Segmenting a
market is done to apply a strategy effectively. This is often done in advance of launching
a product or service, on the basis of statistical models. However, this is not applicable in
all kinds of situations. For example, it is not very considerate to start supplying
assistance to someone who is known to have a calculated risk to need a service, before
s/he actually needs the assistance (Henman, 2005).
The next problem is identified by Henman (2005) as accountability and procedural
fairness. For several reasons, this is an issue in the e-government context. First, the
segments and the models where it is based on are often not transparent for outsiders, and
governmental actions should be transparent. Second, people may not be aware of that
they are approached with a group-specific treatment, and governments should not
discriminate between groups. And thirdly, reasoning on the basis of segmentation is
often complex and its appropriateness is hard to predict. Governments, even more than
businesses, cannot afford to make wrong predictions, because their clients (citizens) have
no choice to select another public service provider.
A third dilemma Henman (2005) demonstrates is inequality of treatment. Different
people need different approaches. So even when having segmented the population, some
people may be missed by the strategy to approach that certain segment. Two underlying
factors play a role in this. First, inequality of access and choice (e.g. people who have
more chances to become sick need to pay higher premiums) and second, the reversed
principle of the presumption of innocence (e.g. someone who looks like a terrorist is a
terrorist) (Henman, 2005).
The fourth issue is identified by Henman (2005) as the reinforcement of social divisions.
When different segments receive different services, the already existing social divisions
and inequalities might be enhanced. Henman (2005) states that this is quite common and
accepted in the private sector, but it is problematic for the public sector. In the private
sector, people with higher income are rewarded and benefit of particular services, while
people with lower income are discouraged or even excluded of using those particular
services.
Finally, the concerns of privacy and data protection come into play (Henman, 2005).
Segmentation is often done by analysing large personal data sets. Governments, even
more than private sector organisations, must strictly adhere to privacy regulations.
2.3

C o nc l us i on s

In this chapter two main issues are addressed. The first question, what is segmentation,
can be answered now. We define segmentation as a process of dividing one population
into smaller sub-populations (i.e. segments or groups), which are characterised by
1 6
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different needs, characteristics and/or behaviours, including their response to the way
they are approached and affected.
The second question, how is segmentation applied, can also be answered. There are three
basic strategies to use for segmentation, namely: undifferentiated, differentiated and
concentrated segmentation. In the case of e-government, differentiated segmentation
appears to be the most desirable strategy. With this segmentation strategy, service
delivery becomes more personal.
As discussed, segmentation has advantages for organisations, such as improving
communication strategies and being effective and cost-efficient. The advantages are
mostly defined from the perspective of the organisation. However, when looking at egovernment initiatives, segmentation should also be advantageous for citizens. It could
be used as an effective means to meet the needs of (individual) citizens, but at this
moment it is hard to find any evidence or best practices in the e-government context. The
implications are further discussed in chapter 4.
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3 Segmentation in practice
“The methods used to identify market segments are an important aspect of obtaining
a successful segmentation scheme” (Galguera, Luna & Méndez, 2006). Although
many different typologies of segmentation practices exist, Myers (1996) managed to
divide these into two distinct segmentation approaches, namely approaches based on
consumer characteristics and approaches based on product or service-based variables.
Consumer-based variables involve specific characteristics differentiating consumers
or users in ways that are meaningful for strategic planning purposes, and consist of
such variables as demographics, motives and needs. Product or service-based
variables deal with specific features of the product or service to be delivered, such as
physical features, the types of benefits consumers or users want and usage motives.
In some sources, a third segmentation approach is distinguished. This approach is
called market-based segmentation (Rao & Steckel, 1998), in which the focus is more
on business-to-business communication.
The typology above is explained in more detail in section 3.1 – 3.3. Approaches get their
operational definition in segmentation methods (section 3.4) and (statistical) techniques
(section 3.5) for gathering and analysing customer data. This chapter gives a concise
overview of methods and techniques.
Before this is done it needs to be mentioned that these segmentation bases can be further
divided in general and domain specific segmentation (Steenkamp & ter Hofstede, 2002).
General segmentation bases are independent of the domain in question and can be
divided further into observable bases (e.g. geographics and demographics) and
unobservable bases (e.g. values and lifestyle). Domain-specific bases on the other hand
depend on the particular domain or product (e.g. brand penetration rates and attitudes).
3 .1

Ap pr oa ch 1 : Con su me r- bas ed se g men tat io n

For the sake of consumer-based segmentation, consumers are identified according to a
number of shared characteristics (Buttle, 2007). These characteristics can be categorised
into three main groups of variables, namely demographic, geographic and
psychographic/lifestyle variables. The three groups are introduced in this section.
3 .1 .1 G eo gra ph ic se gmenta tion

Geographic segmentation is one of the simplest and most widely used methods for
dividing markets into target segments (Weinstein, 2004). Geographic segmentation can
be considered as a specific form of demographic segmentation (e.g. Rao & Steckel,
1998), but it can also be seen as a segmentation variable in itself (e.g. Doornbos, 2004).
Geographic segmentation is based on the assumption that people, who live in the same
place, share a number of characteristics with their closest neighbours, such as lifestyle
characteristics, demographics and consumption behaviour patterns (Mitchell, 1995; cited
in Wedel & Kamakura, 2000). Hence, geographic location is utilised to identify segments
by means of clustering neighbourhoods instead of clustering individual consumers. The
neighbourhoods are distinguished on the basis of the postal area code.

1 8

T E L E M A T I C A

I N S T I T U U T

Geographic segmentation implies that information is available about the geographic
locations of consumers, such as country, province, region, city, city area and climate
(Van Dijk et al. 2005). Information on the inhabitants of a neighbourhood is collected for
a limited number of people or purchases (e.g. average income, whether they own a house,
a dog, etc.). By inference it is assumed that people in the same neighbourhood share
those characteristics or behaviours (Wedel & Kamakura, 2000).
Segmentation on the basis of geographically defined areas might be useful in the context
of e-government. Particular services might be relevant for specific geographic locations,
for example for people living in inner-city neighbourhoods or in rural areas. In addition,
the geographic location might also be an indicator for the ICT infrastructure available to
citizens (e.g. people in a particular area only have narrowband access to computers
and/or internet). In international studies it sometimes assumed that people in rural or
peripheral areas have limited digital skills compared to people in urbanised areas, but
with the high Internet penetration rate in the Netherlands this probably is not the case.
3 . 1 .2 D e m og ra ph i c se g men t at i on

Demographic segmentation is the most common form of segmentation. This has to do
with the easiness of measurement, the often relative low costs of demographic data, the
fact that demographic segments are often quite large and easy accessible and that they
can be projected to the future (Rao & Steckel, 1998).
Demography is the statistical study of complete populations, e.g. of all inhabitants of the
Netherlands. The concept of demographics defines selected population characteristics
used in government and marketing research. Therefore, demographic segmentation
includes consumer groups differentiated by means of particular characteristics, such as
age, educational level, housing situation, etc. These characteristics are usually measured
by having people fill in application forms, questionnaires and surveys providing a
simple, quick and cheap means of data collection (Van Dijk et al., 2005). The
characteristics often associated with demographic segmentation are, according to Rao
and Steckel (1998): gender, age, marital status, household size, subcultures (i.e. race and
ethnic groups), occupation, income, education and social class. These demographic
variables have been utilised widely in market research to differentiate customer
population effectively (Fu et al., 2004).
Some have argued, however, that at the present time there simply is too much variation
in demographic segments to be of practical use (e.g. Buttle, 2007). The once popular
family lifecycle idea, for instance, no longer applies. The family lifecycle distinguished
between young and single individuals, married couples with no children, married couples
with (older) children, older married couples with children out of the house, empty nesters
with employment, retired empty nesters and sole survivors. More recently, its
effectiveness and therefore its use has greatly diminished due to the greater heterogeneity
of these segments, as well as the emergence of a considerable number of heterogeneous
categories as so-called never marrieds, childless couples, single parent households, gay
couples, divorced couples, etc.
In the context of e-government, the demographics that are important predictors for
internet use are especially relevant. Several researchers found gender to be an important
predictor for Internet use. Kwak et al. (2002) and Wells and Chen (1999), for instance,
found that males tend to venture online to engage in online gaming, shopping, surfing
and acquire information on various topics. Women, on the other hand, also use Internet
B - D O S S I E R / D 2 . 7

19

as a source of information, but have been found to use the Internet predominantly as a
communication tool and as a supportive network (Rodgers & Sheldon, 2002; Wells &
Chen, 1999).
Van Dijk et al. (2005) suggested that age should be taken into account as a significant
demographic variable related to usage of online communication tools. For instance,
elderly users may require a different presentation of online information than young
people, since they are likely to have less visual acuity and less prior knowledge on how
to interact properly in an online environment (Van Dijk et al. (2005).
3 . 1 .3 P s yc h og rap h ic / l if estyle s e g men t at i on

Segmentation models and approaches used to focus on demographic variables. For
example, certain products or services were related to the highly educated segment, to
younger man or to elderly women with low incomes. However, over time these variables
have become an insufficient predictor for the various types of behaviour or strategies that
segmentation was meant for (Hessing & Reuling, 2003). According to them it is
becoming more difficult to put people in ‘boxes’, because of the dynamic diversity of
lifestyles, needs, possibilities and ideas in all levels of society. The tendency towards
diversity is amplified by increasing individualisation is many western countries. This
creates an even higher need for segmentation, but then focused on
psychographic/lifestyle variables in addition to more traditional segmentation variables.
Psychographic segmentation divides a population into groups that have similar
psychographic characteristics, values, personal traits and lifestyles (Rao & Steckel, 1998;
Brennan et al., 2003). Personal traits include characteristics such as need for cognition,
self-monitoring, locus of control and need for closure. Lifestyle information is collected
by asking people about their activities, possessions, interests and opinions (Kahle et al.,
1986; adopted from Van Dijk et al., 2005).
Psychographic segmentation models were developed by marketing specialists in the
1960s to meet the need for a better understanding of consumers’ motivations and their
lifestyles (Wedel & Kamakura, 2000). The concept of lifestyle was introduced to
marketing research by Lazer in 1963. Plummer (1974) defined activities, interests and
opinions as the three basic components of lifestyle (cited in Wedel & Kamakura, 2000).
Activities are reported behaviours, e.g. in relation to club membership, community,
entertainment hobbies, shopping and sports. The concept of interests explains the level of
involvement with community, family, fashion, food, home, job, media and recreation.
Opinions comprise beliefs on business, culture, economy, education, politics, and self
and social issues. Some other characteristics, namely personality, attitudes and lifestyles
have been added to psychographic segmentation models by later researchers (Rao &
Steckel, 1998; Doornbos, 2004) the concept of psychographic segmentation.
Psychographic segmentation can be used as a complement to demographic segmentation.
This segmentation method attempts to understand and predict consumer behaviour on the
basis of psychological processes and traits. It is closely connected to consumer
psychology, and the data from lifestyle segmentation include unobservable and complex
information (Rao & Steckel, 1998). Lifestyle segmentation provides a rich description,
often in the form of personas with a realistic image of the consumer segment (see Figure
3). However, life style questionnaires tend to be very long and exhausting (Wedel &
Kamakura, 2000), because they have to cover many different domains and topics of daily
life.
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Hard Core
•

Visiting his parents was a complete pain in
the ass. He and his father always ended
up having a major-league argument. Last
time, Lloyd had walked out in the middle
of the meal. His father had made some
comment about his latest piercing. Lloyd
had told him to mind his own damn
business. That's when the shouting had
started. He was a no-good dirty biker, a
36-year-old failure who didn't have any
friends except other ignorant bikers. His
mother, as usually, had started crying.
Lloyd wasn't going to take this shit, and as
the Harley had roared into life he'd told his
old man to fuck off…

Stereotype 'dirty biker'

15

Figure 3: A lifestyle segment for Harley Davidson Motors, presented as a persona
(From a presentation by Ogilvy One, Olaf Cox, February 28, 2008)
An example of a segmentation model with psychographic variables is the WIN model
(see figure 4), which is based on the values of the Dutch population. The WIN-model is
created by TNS NIPO (Hessing & Reuling 2003). The WIN model is a psychographic
model and can be applied to different situations. The model distinguishes group indicated
as Conservatives, Conventionals, Hedonists, Careerists (strebers in Dutch),
Professionals, Progressives and Committed. Each group has its own specific traits and
characteristics. As can be seen in Figure 4, for instance, Conservatives can be typified as
obedient and polite, whereas Professionals are competent, intellectual and independent.

Figure 4: WIN model (Hessing and Reuling, 2003; adopted from TNS NIPO, 2002)
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Another model is the Mentality model, which is created by the Motivaction research
company. This model gives insight in norms, values and lifestyles in everyday life (see
figure 5). The mentality model is a holistic research model which anticipates changes in
society. This model is focusing on population dynamics. It is tested frequently and
because of that, trends and changes can be discovered. When doing so, companies can
anticipate on the (future) needs of the consumer (source: www.motivaction.nl). The
model distinguishes groups labelled as New conservatives, Cosmopolitans, Traditional
middle classes, Modern middle classes, Upward mobiles, Post-materialists, Comfortoriented and Postmodern hedonists.
The model furthermore differentiates between high, intermediate and low status in the
vertical axis and traditional, modern, and postmodern values in the horizontal axis. This
means for example that the New conservatives have a high status and have a traditional
way of thinking and that the Upward mobiles have an intermediate status and are
assumed to have modern values.

Figure 5: Mentality model (www.motivaction.nl)
Another widely used psychographic segmentation model is the Values and Life Styles
model (VALS 2; Riche, 1989). It distinguishes between several groups of users or
consumers, such as the Principle-oriented (who act on the basis of their own personal
beliefs and attitudes), the Status-oriented (who are concerned with beliefs and attitudes
of others) and the Action-oriented (who are physically and socially active). Orthogonal to
this distinction, the Actualizers are those that have the highest income and most
resources, and, on the other end of the spectrum, the Strugglers are lowest in both (Figure
6; see Van Dijk et al. (2005) for a more detailed description).
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Figure 6: VALS2 Typology (Riche, 1989; also see Rao & Steckel, 1998)
3 .2

3 .2 Ap pr oa ch 2: Prod uct -ba sed se gmenta tion

Product-based segmentation is associated with both the customer and the product, service
and/or specific circumstances in which the product or service is used (Frank et al., 1972;
cited in Wedel & Kamakura, 2000). In this section, three product-based segmentation
categories are presented.
3 .2 .1 Pu rc has e (c ho ice)- bas ed seg men tat ion

The basis of purchase-based segmentation depends on product-related variables (Zhang
et al., 2007). These variables include buying intentions and behaviours of customers
toward a specific product (Wedel & Kamakura, 2000). The central idea of purchasebased segmentation is that customers with similar purchasing behaviour are likely to
respond in a homogeneous way to marketing efforts (Tsai & Chiu, 2004).
Tsai and Chiu (2004) proposed a purchase-based market segmentation methodology to
segment customers. In their study, specific purchase-based variables such as the items
purchased and the associative monetary expenses, which could be found in the
transactional history of customers, were utilised. Customers in the same cluster of items
purchased or expenses made were assumed to have similar purchase patterns. The
number of clusters was pre-defined. Recency of the contact with the vendor, frequency of
the contact and monetary value analysis (RFM) were utilised to assess the profitability of
each cluster of customers. RFM is a model used for analysing customer behaviour and
defining market segments. This model is preferred by many organisations to segment
their customers and optimise the purchase response rates of their marketing efforts
(Hughes, 1994). This segmentation method is still used by marketers, because of its
simplicity and cost-effectiveness (Zhang et al., 2007).
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3 .2 .2 Be nef it ( va lue)- ba sed se gmenta tion

Benefit-based segmentation, like purchase-based segmentation, has a product-specific
base (Wedel & Kamakura, 2000). It identifies the customers purchasing certain products
and clusters them on the basis of similar purchasing behaviours. In contrast to purchasebased segmentation, benefit-based segmentation focuses on ‘why’ the customers choose
a particular product rather than ‘what’ products are chosen (Zhang et al., 2007). The
concept was introduced to the marketing field by Haley (1968; cited in Wedel &
Kamakura, 2000). It suggests that the benefits sought by people in products are the basic
reason for their purchase behaviour. Heuvel and Devasagayam (2004) proposed to use a
benefit-based segmentation method to investigate the customers’ feelings on the products
rather than arbitrarily identifying customers according to demographic data like their
income or postal codes. A benefit analysis is highly useful for identifying gaps in the
market between customer expectations and experiences (Weinstein, 2004).
3 . 2 .3 U s ag e se gme nt at i on

Segmenting customer groups by their consumption patterns can be quite insightful for
comprehending potential customer segments (Weinstein, 2002). Furthermore, classifying
customer accounts based on actual customer behaviour patterns toward products, such as
frequency or diversity of use, can yield effective strategies (Van Dijk et al., 2005).
Kumar, Shah and Venkatesan (2006) further state that valuable insights on the customer
level makes it possible for organisations to use different (marketing) tactics on a more
individual level. These insights give organisations opportunities to determine and
understand customer behaviour and can thereby offer the most relevant communication,
products and services (Berger et al., 2006).
Usage segmentation includes not only differences in usage of a product, such as usage
during a specific time of the day, week or year, but also usage frequency such as low,
medium, heavy or non-users (Kardes, 2002; cited in Van Dijk et al., 2005). Other usage
characteristics are loyal versus non-loyal customers, users versus non-users, lead users
and competitive users (Weinstein, 2004). This categorization of users helps both to
develop strategies for targeting light, medium, heavy and non-users, and to detect the
location in which product-related behaviour takes place (e.g. at home or in a working
environment) (Van Dijk et al., 2005).
Usage analysis can also contribute to increase customer retention efforts. Customer
retention (to keep the customer coming back to the product or the vendor) is the aim of
customer relationship management. The findings of the study of Weinstein (2002)
indicated that both usage segmentation and relationship marketing are the significant
strategies to retain more and better customers.
A special case of usage segmentation is dividing customers in groups on the basis of their
behaviour in an information system or a website concerning the product or service, rather
than the usage of the actual product or service. This kind of usage analysis is often
indicated with the term ‘web usage mining’. The technique is explained in more detail in
section 3.5.
In the context of e-government, usage frequency is potentially an important factor. In
line with conventional marketing strategies, non-users of e-government services need to
be persuaded to engage in online interactions. Depending on whether the potential user is
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merely a non-user of the service at hand, or a non-user of the Internet altogether,
awareness of the online government service could be established via online
advertisements or email, or via more conventional routes such as printed media or direct
mail. Light users would require information that targets their beliefs and attitudes such as
information regarding the ease with which adminstrational operations can be conducted
online. Information for heavy users should simply attempt to remind them of such
benefits.
3 .3

Ap pr oa ch 3 : ( In dus tria l) mar ket- bas ed s eg ment at ion

Segmentation does not always focus on consumers; companies or markets can be
segmented as well. Rao and Steckel (1998) identify two ways to do this. The first option
is based on general characteristics (i.e. firmographics) and the second option is based on
psychographics at the organisational level. However, they also note that this type of
segmentation is far less studied and applied than consumer-based segmentation. For that
reason, we will only include a very short summary of this approach.
3 .3 .1 G ene ra l seg ment at ion

General segmentation of companies or markets is segmentation in its most basic form.
The characteristics or organisations that are taken in account in this segmentation
approach are, according to Rao & Steckel (1998):
 SIC code (Standard Industrial Classification), sector
 Size of the organisation
 Geographic location
 Structure (power relations and reward systems)
 Technology
3 . 3 .2 3 . 3 .2 Ps yc h og ra ph i c s eg me nt a t i o n

Organisations or markets can be segmented on the basis of psychographics as well. Rao
and Steckel (1998) have tried to come up with organisation-psychological characteristics
that are useful for this purpose:
• Direction
• Achievement motivation
• General degree of conflict
• Organisational climate
3.4

M et h od s

In the sections 3.1, 3.2 and 3.3, segmentation was outlined for its different approaches to
create a segmentation model. In this section, the focus shifts to the methods and
techniques one can apply. First, the distinction is made between a-priori and post-hoc
segmentation. Segmentation is called a-priori when the type and number of segments are
determined in advance by the market researcher. It is the starting point for actions, and
tries to define pre-existing conditions in the target group of consumers. In the case of
post-hoc segmentation, the type and numbers of segments are determined on collected
and analysed data (Wedel & Kamakura, 2000). Often these data are stored in existing
business data bases with information about earlier transactions and interactions with
consumers.
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A second distinction relates to the descriptive or predictive nature of segmentation.
Descriptive methods analyse patterns in segmentation data bases, often on the base of
descriptive or referential statistics. Descriptive segmentation would for example divide
customers in groups on the basis of the numbers of web pages they visited, the number of
products they ordered, etc. On the basis of the identified groups, a communication or
marketing strategy can be selected. The predictive methods use the databases to assess
and predict causal relationships between two or more sets of variables (Wedel &
Kamakura, 2000). Predictive segmentation would for example be applied to assess
whether there is a correlation or causal relation between some consumer characteristics
variables (e.g. age and life style) and another variable (e.g. their expectations for the
service accompanying the product). In this section, the four segmentation methods are
briefly exhibited.
3 . 4 .1 A - pr i or i de sc r ipt i ve m et ho ds

In a-priori descriptive method, the type and number of segments are defined before
the data collection phase. A manager, for instance, may want to segment the market
for her fast-food restaurant by usage situation such as breakfast, lunch and dinner
sub-markets. A-priori descriptive segmentation often is the starting point for strategy
development. Its usefulness for management depends heavily on post-hoc procedures
(Wedel & Kamakura, 2000).
3 . 4 .2 P o st - h oc d es cr ip t i ve m et h ods

Post-hoc descriptive methods are utilised to identify segments that is forming groups of
consumers that are homogeneous along a set of measured characteristics that distinguish
them from other, mutually exclusive clusters. For instance, in lifestyle segmentation,
consumers are first measured on the basis of their demographic and psychographic
characteristics; than they are clustered into similar groups in terms of their values,
activities, interests and opinions. The VALS2 typology (in which the population is dived
in groups such as Actualizers, Achievers, Strivers and Strugglers) is an example of a
post-hoc descriptive segmentation method.
3 . 4 .3 A - pr i or i pre d ict i ve m e t ho ds

A-priori predictive methods require the definition of a-priori descriptive segments
depending on a single set of criteria (Wedel & Kamakura, 2000). There have been two
approaches to a-priori predictive segmentation. The first one is forward approaches in
which a-priori segments are identified by background characteristics such as
demographics and psychographics; subsequently these segments are associated with
purchase-based variables. The manager of a new electronic magazine, for instance, may
identify the demographic segments among Internet users and then predict the effect of
each section within his magazine for each identified Internet user group.
Contrary to forward approaches, in the backward approaches segments are identified
based upon purchase-based variables. Then, these segments are defined in terms of
general consumer characteristics. For example, the manager of the example above may
identify the light users of his electronic magazine and then verify whether demographic
variables are helpful to distinguish light users from heavy users and non-users.
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3 . 4 .4 P o st - h oc p re d ict i ve m et ho ds

Post-hoc predictive methods specify consumer segments on the basis of the estimated
relationship between a dependent variable and a set of predictors (Wedel & Kamakura,
2000). In this segmentation method, segments which are homogeneous in the relationship
between dependent and independent variables are identified by post-hoc methods. A
developer of diary food products (e.g. yogurt or milk) may want to segment consumers
based upon the significance of characteristics of the products such as fat content,
packaging and price.
Special software is used to sort through databases with customer data and find patterns or
clusters that interact with specific customer characteristics. Automatic interaction
detection (AID) is the traditional method for predictive clustering (Wedel & Kamakura,
2000). AID is a method for analyzing a large quantity of data by means of subdividing
this data into disjoint exhaustive subsets in order to explain a dependent variable, such as
purchase behaviour, on the basis of a given set of categorised predictors, often
socioeconomic and demographic characteristics (Kass, 2006).
3.5

T ec hn i ques

Segmentation and strategy development would be impossible without objective
techniques that identify groups within a population. The general term for the
techniques used for segmentation is data-mining. Data-mining as a general term is
“the science of extracting useful information from large data sets or databases”
(Hand, Mannila & Smith, 2001). Frawley et al. (1992, p.58) defined this technique as
"the nontrivial extraction of implicit, previously unknown, and potentially useful
information from data."
Special software is used to sort through databases with customer data and find patterns or
clusters that interact with specific customer characteristics. Automatic interaction
detection (AID) is the general term for techniques for predictive clustering (Wedel &
Kamakura, 2000). AID is a method for analyzing a large quantity of data by means of
subdividing this data into disjoint exhaustive subsets in order to explain a dependent
variable, such as purchase behaviour, on the basis of a given set of categorised
predictors, often socioeconomic and demographic characteristics (Kass, 2006).
Various statistical methods or algorithms are used in AID software for finding the
clusters and patterns. Cluster analysis is the statistical method most widely applied.
3 . 5 .1 C lu st e r a na l ys i s

Cluster analysis, first used by Tryon in 1939, is a simple statistical technique which is
mostly used for post-hoc descriptive segmentation (Wedel & Kamakura, 2000; Rao and
Steckel, 1998).
In this technique, different objects are sorted into groups in a way that the degree of
association between two objects is maximal if they belong to the same group and
minimal otherwise (source: http://www.statsoft.com/textbook/stcluan.html) In other
words, cluster analysis simply reveals structures or patterns in data without explaining
why they exist. The technique helps the analyst to form clusters of consumers who
‘belong in the same group’ on the basis of their similarities.
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3 . 5 .2 A s so c iat ion ru l es m in i ng

Association rules mining, proposed by Agrawal and Srikant (1994), can reveal
correlations of events which can be represented as probabilistic rules (Changchien et al.,
2004). The technique helps to see events that are frequently occurring together.
Discovering association rules in large databases can be a good step in a data-mining
process. The study of Wang et al. (2005) suggested that the main advantage of
association rules mining was its scalability: one can identify correlated features or events
that are not easily detected in a local or limited query, for example a query focusing on
one particular consumer characteristic.
3 .5 .3 Se que nt ia l p atte rn s min ing

The purpose of sequential patterns mining is to find out the hidden sequential patterns
among items (Changchien et al., 2004). Sequential patterns mining include web-log
analysis, customer purchase behaviour over time and medical record analysis (Chen &
Hu, 2006). It is utilised to reveal for example customer purchasing behaviour gained
from databases with longer term information on customers. Most researchers focus on the
frequency of purchasing or customer contact in sequential databases, since frequency is a
concrete indicator for sequential patterns (Chen & Hu, 2006).
3 . 5 .4 D is cr i m in an t an a l ys i s

Discriminant analysis is a statistical technique for identifying the smallest possible set of
variables that distinguish groups, examining differences between two or more groups in
terms of several variables simultaneously (Fu et al., 2004). This technique is used to
predict group membership on the basis of the respondents’ demographics. Discriminant
analysis is often used in marketing for determining the factors which distinguish different
types of customers and/or products based on data collected in surveys, questionnaires,
etc. (source: http://en.wikipedia.org/wiki/Discriminant_analysis).
3 . 5 .5 N e ur a l ne t w orks

Neural networks are in essence non-parametric, non-linear regression models that help
execute inductive upshots, just like conventional techniques (Zahavi & Levin, 1997).
They explain that the new thing about neural networks lies in the fact that the technique
is capable to model non-linear processes without any premade assumptions about
underlying relations and processes. They furthermore state that neural networks is a
procedure that imitates the processes of the human brain. In underlying quotation of
Cooper and Schindler (2003) it is made clear what neural networks are and what can be
realised with it:
“Neural networks, or artificial neural networks, are collections of simple processing
nodes that are connected. Each node operates only on its local data and on the inputs it
receives via the connections. The result is a non-linear predictive model that resembles
biological neural networks and learns through training. The neural model has to train its
network on a training data set. One drawback is that no explanation of the results is
available. Neural networks are best used where a predictive model is more useful than an
explanatory model. For database marketing, a neural network can be constructed that
predicts whether a specific person is likely to purchase a particular product. This enables
the marketing organisation to be very specific in its target marketing, reducing costs and
dramatically improving sales ‘hits’” (Cooper & Schindler, 2003).
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3 . 5 .6 L at e nt C las s mod e l l in g

Latent Class modelling (LC) is originally introduced in 1950. LC relates a set of
observed discrete multivariate variables to a set of latent variables (i.e. variables that are
not observed but inferred from other variables). LC was clearly rising the last decade.
One of the reasons for this was the increase in computer power and the use of categorical
data. Until then mostly continuously variables were used in the more traditional latent
variable approaches like factor analysis and random-effects regression models. The use
of LC can yield powerful improvements over traditional techniques. LC is for example
able to handle large sample sizes (Vermunt et al., 2006) and is able to discover structural
groups where traditional methods prove unsuccessful.
However, until recently an important limitation of LC was that it assumed that
observations were independent, while this is often not the case (Vermunt, 2003). Yet, the
solution is found in so called Multi-level Latent Cass analysis. Multi-level Latent Class
will be explained in more depth in section 3.5.7.
3 . 5 .7 M u lt i- l e ve l L at e nt C la ss mo de ll i n g

Multi-level Latent Class modelling (MLLC), yet LC analysis as well, is a statistical
technique which models heterogeneity between groups as a discrete phenomenon
(Vermunt et al., 2006). MLC makes it possible to cluster simultaneously on variables of
lower en higher level.
However, MLLC does not assume that observations are independent as apposed to LC.
The relationships between items (e.g. a mixture structure consisting of country and
consumer segments or employees within a work team) are captured by the latent classes
(Bijmolt et al., 2004). Another difference is that MLLC assumes that some of the model
parameters differ across groups, whereas the standard LC supposes that the model
parameters are the same for all respondents (Vermunt, 2003).
Finally, it is important to note that the resulting segments are flexible in their structure.
When looking for example to the mixture structure of country and customer segments,
MLLC makes it possible for a particular consumer segment to be present in multiple
country segments, but presence in one country segment consisting of multiple countries
is possible as well. Even a consumer segment that is country-specific can occur, namely
if it is present only in a single segment, containing only a single country (Bijmolt et al,
2004).
3.6

C o nc l us i on

In this chapter, several approaches to segmentation were presented, including methods
and techniques that can be used in this process. The combination of some of these
approaches with a relevant method or technique can lead to an effective segmentation
model.
The approaches are categorised along three lines, namely consumer, product, and marketbased segmentation. Despite the fact that there is some overlap between these
approaches, the different perspectives lead to different processes for dividing a
population or a target group into subgroups with similar characteristics. Both consumerand product-based segmentation use consumers and their purchase behaviours as their
starting point for analysis. The consumer-based segmentation approach emphasises the
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characteristics of a consumer more. If focuses on consumer’s activities, interests and
opinions, her/his income, education, geographical region, etc. In contrast, product-based
segmentation focuses on product-specific variables such as price, colour, or package and
consumers’ purchase behaviours. Market-based segmentation, finally, focuses on
organisations like businesses and their organisational behaviour instead of on consumers
and their behaviours.
Psychographic segmentation is used both in consumer-based and market-based
segmentation. The nature of the data, psychological factors, attitudes, motivations, etc.,
makes it relatively difficult to collect. One could argue that public agencies and
government bodies should not deal with the psychographics of (segments) of the
population, because citizens and businesses do not interact with the government on the
basis of their free choice, attitude or motivation to do so. A citizen cannot choose with
which government (agency) to deal. For ‘purchasing’ services or products from a
governmental organisation, there hardly ever is an alternative producer or vendor. Yet,
also for the e-government context, it might be worthwhile to think about psychographic
segmentation. For communication, interaction and transactions between the egovernment and its citizens, psychological factors like trust, expectations for the service,
and perceived reputation of the governmental agency are important antecedents of
efficiency and effectiveness. Whereas commercial organisations often use segmentation
for ‘selling more’, the government agencies might use segmentation to ‘deliver better
service’.
Whatever approach, method or technique is most suitable really depends on the
population to be addressed and on the strategies and goals that the organisations are
pursuing.
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4 E-government and segmentation

We started out this literature review with the research question: What appear to be
effective segmentation strategies for e-government purposes? In this report, perspectives
and considerations considering segmentation have been presented. In this chapter, the
views and considerations are related to e-government. Before we continue, we want to
stress that there are very few sources in which segmentation is addressed in the egovernment context. The large majority of the publications in this literature review
approaches segmentation from a marketing perspective.
Some studies have compared e-commerce and e-government activities (Jorgensen &
Cable, 2002; Carter & Bélanger, 2005). Jorgensen and Cable (2002) exhibited three main
differences between e-commerce and e-government, i.e. access, structure and
accountability. Businesses (e-commerce) can decide to choose their customers and
exclude groups from their communication or marketing strategy. However, public
services (e-government) must provide access to the entire population including people
who might be hard to reach, for example people with lower educational levels and/or
disabilities (Carter & Bélanger, 2005). With regard to structure of the organisation,
decision-making authority is often less clear or less centralized in public services than in
businesses. Finally, with regard to accountability, governmental agencies are held
accountable for distributing resources and providing services to the whole public.
These differences make that we can safely assume that best segmentation practices from
the commercial domain do not always apply to e-government. There is hardly an
empirical basis to decide what works for e-government, what not. The thinking about
segmentation in the context of e-government is still in its infancy. Despite this, we try to
formulate useful conclusions about the value is of segmentation for e-government
practices. That is how we answer the research question that was central in this report.
4.1

V a l ue o f se g men t at io n f or e - go ve r n me nt

We organise the discussion of the value of segmentation for e-government around three
statements from the ‘Burger Service Code’, the e-citizen charter of Burger@Overheid
(2006). These three statements are: choice of channel, overview of rights and duties and
personalised information.
1. Choice of channel
In the charter of Burger@Overheid (2006), citizens are promised a free choice of
channel; they can choose their own medium to interact with the government. This implies
that government agencies must guarantee multi-channel service delivery through all
communication channels, i.e. counter, letter, phone, e-mail and internet.
In this context, it is relevant to investigate the potential of segmentation for determining
the predictors of channel preference and channel effectiveness. Furthermore, for a multichannel approach it is recommended that all forms of communication comes from and
feeds back into one database, so that the service delivery trough all channels is the
identical. That database of contacts with the government agencies (be it through the
website, through a letter, etc.) can serve as the basis for segmentation. The government
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organisations should set as their objective to provide services and information to citizens
through the channel that is most effective, for the citizen and for the organisation.
The Dutch and the European government has suggested in their e-government policies
that electronic service delivery can increase the efficiency of interaction and transaction
with the government, at the same time reducing the administrative burden en increasing
the business process efficiency. However, it would be worthwhile to investigate the
digital skills and bureaucratic competence of the population, before expecting that
everybody will start to use the electronic channel. The e-service delivery could be
adapted to segment characteristics that are relevant, such as digital skills, language skills,
etc. The advantage of electronic services above more traditional physical services is that
they can easily be adapted to a segment of citizens with specific characteristics. An
example is the website www.mijnabc.nl where people with reading problems can visit so
called ‘easy sites’ which read text on web pages out loud. Segmentation could form the
basis for a presentation of content, interface, language use, etc. that is adapted to group
characteristics.
2. Overview of rights and duties
One item in the citizen charter states that citizens have the right to have a clear overview
of their rights and duties. This means that citizens must know which services they are
entitled to, the conditions of their rights, and on the other side, which duties they should
comply with and the consequences of they do not comply. Governments should make the
rights and duties of specific groups transparent at all times (Burger@Overheid, 2006).
According to Pieterson et al. (2005), user profiling (of which segmentation is a specific
form) can be a means to increase the citizens’ compliance to the law.
Segmentation could be used as a means to assess the conditions of citizens that make
them eligible for particular services or duties. However, pro-actively addressing only
those segments of the population that appear to be eligible for a particular right or duty,
might conflict with the claim of transparency.
3. Personalised information
Personalisation of information implies that citizens are entitled to complete, up to date
and consistent information on their personal situation, which means that the government
supplies only that information that is tailored to the particular needs of citizens
(Burger@Overheid, 2006).
Personalised information is the Charter issue that is most clearly connected to
segmentation. In order to make the required personalization feasible, it is recommended
to group citizens on the basis of their needs and their situation. This means that
communication approaches can be adapted to different types of users. This means that
government agencies must have adequate and accurate knowledge about their customers
or citizens, both at the individual level and the group (segment) level. Thus, segmenting
citizens is significant for e-government, because public organizations must “build up a
sound, longstanding relationship with their customers and citizens.”
Governmental services should be tailored to their audience. The concept of customer
orientation in public services has become apparent in debates in the literature since the
1990s (Schedler & Summermatter, 2006). Some studies have advocated customeroriented systems of public administration in order to improve accountability, efficiency
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and to empower citizens (Osborne & Gaebler, 1992; Wagenheim & Reurink, 1991).
Segmentation could be a foundation for a customer-oriented approach to communication
and service delivery between citizens and public agencies.
4.2

C lo s in g c om m e nts

E-government can be defined simply as the use of technology to enhance access and
delivery of governmental services to benefit citizens, business partners, and employees
(Silcock, 2001). Each of these customer groups, or market segments, adopts and uses egovernment services differently, and for different reasons.
That is why segmentation is important for e-government organisations, although they
must focus first on what their purpose it for their segmentation endeavour. Three main
issues in the Burger Service Code are suggesting that segmentation can be useful:
• The government offers free choice of channel, but want to make sure that citizens find
the channel that best fit their needs;
• The government offers a clear overview of rights and duties, but needs to adapt the
presentation of information to the situation of the citizen;
• The government offers personalised information, but needs to know about groups of
persons what information is relevant fro them.
Segmentation can be used to address (different) audiences differently and hence be more
service-oriented, more effective and more cost-efficient.
Reaching the right audience is an important requirement for governmental organisations.
When the right message is delivered to the right audience at the right time and in the
right tone, people will see its value and will be more satisfied than with a one-size-fits-all
approach. When people receive irrelevant information, they might become dissatisfied
with the organisation. A first step in trying to understand your audience can be performed
by applying segmentation. In the case of meeting the needs of the target group a good
strategy to use is differentiated segmentation. With this segmentation strategy, service
delivery becomes more personal.
To conclude, our answer to the main research question is that we think segmentation in
the context of e-government can be useful, when applied from a clear strategic goal about
how the organisations want to communicate with their citizens and to deliver its services.
The exact choice of approach, method, technique is derived from that strategic decision
and depends on the kind of effects the organisation wants to achieve.
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