4. Define the customer —
The Customers Domain of Information

The customer’s world

Look what | can do?
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Learning objectives

Defining the market segment or target group
The customer chain

The customer journey or cycle of care
Diffusion of innovation

Situation-specific value-critical information
Persona

Summary
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Writer's Witty Words

They are invisible to your finance department and
don't show up on your balance sheet, but loyal
customers are all successful company’s biggest

asset.
Per Lindstedt
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Who is the Customer?

Define

>

A visit to the pharmacy:

Who is the customer? Who is the customer? Who is the customer?
 the buyer? * buys one time? * buys on price?

the user? * buys every week? « buys on quality?
the doctor?
the payer?
the influencer?

* buys only in pharmacies? * buys only trusted brands?
* buys also on the Internet?  willing to change?

Who is the customer? Is never an easy question to answer!
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Poor understanding of the customer

This is what your company will develop |

Featureless — | Over featured — Tailored — modified
one size fits all something for everybody for everyone

Tube

sock Variant

Low price High product cost High overhead cost
Y, tJ *t/
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Why is it important?

Define
The customer:

* needs to be defined in a clear and unambiguous way.
* must be understood by the organization.
» should guide the value innovation process.

Defining the customer is a strategic decision
that will influence the final product and the
business case.
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Define the customer

No product can have unrivaled customer value
for all customers:

« therefore, you need to focus on one or a few market
segments.

Your two most important tools are:

» Variables that define the borders of a
market segment

» A persona that describes the core of a
segment.
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. Variables - market segmentation

The goal:

» Create market segments or target groups that are
homogeneous, preferably from a value standpoint.

i i iii Large differences

i i i between segments.

Small differences
within segments

(Gender is used as a way to symbolize difference.)
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The variables
answers
questions.

Segmentation variables

—

Who is the
customer?

How buys the
< customer?

Why is the
customer
buying?

N—

Characteristics:

geographic
application
demographic
psychographic
etc

Behavioral:

quantities
sales channels
usage

buying patterns
attitude to risk
etc

Benefits:

image

quality
functionality
customer needs
resource limits
etc

Most used!
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All potential customers

Under 3 hours talk time per day?
Yes/No.

Buys from local dealer?
Yes/No

Used for payments in Nordic
countries?
Yes/No

Needs to live stream high quality images? Yes/No
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Your Customers

Your customers fulfill the criteria set:

Under 3 hours talk time per day?\
Yes/Ne.

Buys from local dealer?
Yes/Ne

Needs to live stream high quality
images? ¥es/No

Used for payments in Nordic
countries?
Yes/Ne

Normally, around five variables are needed to define a market segment.J
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Criteria for a good market segment

Criteria:

Substantial: Size and/or purchasing power.
Accessible: Reachable with marketing and distribution.
Differentiable: Uniqueness you can capitalize.
Actionable: Ability to serve the segment.

Stable: Without frequent shifts.

Relevance: Align with the company strategy.

Situation specific: Depends on the product and market.
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Segment — Target groups

Target groups Market potential

Talker Ted Unattractive

Texting Tina Unattractive High

Music Max Medium  Unattractive

USA Europe Segments

If your company already have defined market segments introduce the concept of target groups.
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The perfect number is always 8

[%)]
n
()
£
=]
y—
()
(2]
-

. 4 8 ) 10 Number of Segments
Oversimplified Just right Overcomplex

If you need more than 8 segments, use subsegments.
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Follow:
vm Customer chain y+  the product
|+ the Money
Producer l' the information

Most heard

The sales company:
« Salespeople Identify decision makers
* Marketing people
* Management

— 8| Sales company

The distributor:

» Salespeople

* Marketing people
* Management

Media: 3
+ Journalists . / The bank:

- Editors * ‘ ] » Credit officer

. .. " + Branch manager
* Risk manager

The authorities:

* Authorization manager

* Test Engineer

* Politicians -7

. .. ' The customer:

* Plant manager

* Purchaser
Operator
Quality Engineer
Service people
Financial people

Most important The decommissioner: I Decommissioner
» Secondhand dealers
* Recyclers

(long term)
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Define your Persona

In the customer chain, all are important, but only one can
be most important and is selected for the Persona.

hPmducer

-~ J
l;-ﬂ Sales company
i

The sales company:
« Sales people

« Marketing people
« Management

The distributor:
« Sales people
« Marketing people
+ Management

Media:
« Journalists S The bank:
Distributor |« Credit officer

« Editors P
= \ _.-~"| = Branch manager
¢ « Risk manager

Bank

The authorities:
» Authorization manager

« Test Engineer
+  Politicians Customer

The customer:

« Plant manager

™ « Purchaser

« Operator

* Quality Engineer
« Service people

« Financial people

The decomissioner: Decommissioner

« Second hand dealers
« Recyclers
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Vm Cycle of care

The interactions between patients, healthcare providers, and other
stakeholders to ensuring the best possible health outcomes.

Prevention Diagnosis

Rehabilitation Treatment

Management
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Vm Barriers for radically new solutions

Threshold Factors:

« The QWERTY keyboard is a dominant
solution, yet the optimal keyboard is the
Dvorak layout. o

« The diffusion of innovation can block Dvorak Simplified Keyboard
radical ideas.

« Standards and laws may hinder the
introduction of new solutions.

Diffusion of innovation
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The cure for scurvy

A long and difficult implementation:

« 1497 Vasco de Gama rounded The Cape of Good Hope —
60 out of 160 seamen survived
1601  First known experiment by sea captain James Lancaster
1747  Second experiment by the ship doctor James Lind
1798 Introduced in the English Navy
1865 Common in commercial shipping.

264 years from successful experiment to full implementation.

Source: Utterback — Mastering the dynamics of innovation
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Diffusion of innovation

Penetration proceeds from
innovators to laggards:

 Important if you want to move to the
next S-curve, Blue Ocean strategy.

Doing it different f

The majority has the maximum
purchasing power:

 Important if you want to stay on the
existing S-curve, Read Ocean strategy.

-R Doing it better

16%
Ref: Diffusion of Innovation,
Everett M Rogers

>

Innovators Early
adopters

majority

Late Laggards
majority
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Vm Situation-specific value-critical information

Many concepts may have to be used to
describe or define the segment:

Customer journey or cycle of care
Customer chain

Barriers and paradigm

Size, growth and profitability
Diffusion of innovation stage
Media message and landscape
Regulatory and compliance
Cultural influences and preferences jﬁq

Economy
Technician

Environmental and sustainability factors @ | Purchaser
Sales channels and distribution networks “‘"‘”““"ioecommussuom

Customer detention and churn rates
Competitive landscape LNEW! r»m\ h\ pw«_\
B, 1) J L \ e e

Customers

e
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The Persona

The Persona embodies the characteristics, preferences,
and behaviors of the typical customer within the segment,
providing a clear understanding of who they are.

Although fictitious, it
must be based on facts. |

/

o
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The Persona

Think of your segment as a target board:

+ the entire board is your segment
 the variables define the edges
» the Persona is the bullseye.

/P
Variables

Market segment
Persona

You develop the perfect product for the Persona. By aiming at the
bullseye, you maximize the possibilities for developing a product
that fits the entire market segment well.
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Example - endotracheal tube (ET tube)

Segmentation variables

1st Variable Descriptive 2nd Variable Descriptive 3rd Variable Value based

Type of hospital: Medical practitioner Most important customer value

» Children’s hospitals experience: statements:
|- Emergency hospital | « “Safe to place and remove”
* Oncology hospitals * Some * “Increased ventilation”
* Psychiatric hospitals * Extensive * “Convenient for the patient”
« Rehabilitation hospitals L: “Quick to enter and secure”_|
« Surgical hospitals * “Economical to buy and use”
* “Reduced secondary infections”

Emergency Emma
Variables used

« Works in an emergency hospital.

« Newly graduated with relatively low experience.

» Works often under stress and time pressure, so a
tube that is “quick to enter and secure” is the most
important value statement.
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Persona narrative template Emergency Emma

The sections can also
put in another order.

[Who is the customer]

[Product context]

[Business context]

Value statement

[Value statement ]

be

Emma is 32 years old and has been working as an emergency physicians
(EP) at the accident & emergency department (A&E) for three years.

Emma performs between 1-3 intubations a month as it is the standard
treatment for airway management. At least one of those patients is
severely traumatized requiring immediate intubation at arrival to the A&E.
The most dreaded situation is a cannot-intubate-ventilate event which
happens in about 3% of the cases.

Emma works at Cross Hospital. A general hospital serving a mixed urban
and rural population of around 115 000 patients. At the moment the
hospital is struggling to make ends meet.

As Emma often works under stress and time pressure a tube that is “Quick
to enter and secure” is extremely important. Especially in patients where
time is a matter of life and death.

Emma also wants it to be “Safe to place and remove” the endotracheal
tube as dental injuries of some kind occur in many patients.
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Picture and name as

mnemonic device ‘

Narrative bringing the
Persona to “life”.

Value Chart

Emergency Emma

Primary value statement:

* Quick to enter and secure
Secondary value statements:

- Safe to place and remove

Personal Profile

Emma is 32 years old and has been working as an emer-
gency physician (EP) at the accident & emergency depart-
ment (A&E) for three years.

Emma performs between 1-3 intubations a month as it is
the standard treatment for airway management. At least
one of those patients is severely traumatized requiring im-
mediate intubation at arrival to the A&E. The rest are less
urgent requiring intubation usually within 30 minutes. The
most dreaded situation is a cannot-intubate-ventilate event
which happens in about 3% of the cases.

Emma works at Cross Hospital. The general hospital is
serving a mixed urban and rural population of around 115
000 patients. At the moment the hospital is struggling to
make ends meet.

As Emma often works under stress and time pressure a
tube that is “Quick to enter and secure” is extremely impor-
tant. Especially in patients where time is a matter of life and
death.

Emma also wants it to be “Safe fo place and remove” the
endotracheal tube as dental injuries of some kind occur in
many of the patients.

Segment variables:
Application: Emergency
Profession: Anaesthesiologist
Experience: < 5 years
Intubations: 1-3 per month
Time to intubate: < 30 minutes

Significant facts:

Hospital: General

Population served: 100 - 250 000
Area: Mixed urban and rural
Payer: Government

Market data:

Competitors: C. R. Bard, ConvaTec,
GE Healthcare, Medtronic

Area: Europe, North America
Segment size: 237 USDl/year

Price level: Medium

Best fit :

ET 356 D

Metric

=1

=0

o
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1| The endotracheal breathi Main function Inner diameter

mm
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Lengih

mm
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Top Customer needs

Variables defining the

segment

Customer profiling
data

Market data

Best product in
today's portfolio

Focus for product
development
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What goes into the bucket?

The customer’s world

Value-critical information in the Customers
Domain may include:

* a profitable market segment which the new product Look what | can do?
could successfully and profitably harvest.

straightforward and easy-to-use variables defining the
selected market segment or target group.

a visual customer chain including all key stakeholders
and decision-makers.

the customer chain, cycle of care, or service life cycle
highlighting key touchpoints for building customer
value. Define

the target category within the Diffusion of Innovation -’
process. Y

a visually appealing persona emphasizing value-critical
information that kept the development team focused
on the customer.
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Define

The first step towards creating a profitable
business is intelligent market segmentation.

Variables defines the boarders of Who is the How does the Why is the
the segment. customer? customer buy? customer buying?

The Persona describes the core of the segment
and creates understanding and focus.

To learn more read the chapter and see the video!
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