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Abstract 
Aim. This thesis aims to create a market segment selection framework that considers the needs of tech-based businesses. 

 

Methodology. The thesis follows the design-based research approach. Within this approach, a market segment selection 

framework for tech-based businesses will be developed based on theory and seven semi-structured interviews (and one 

unstructured interview). Furthermore, the created framework will be demonstrated as a case study at a tech-based business 

in the Netherlands.  

 

Results. According to the interviews and existing theory, the market segment selection framework for tech-based businesses 

has to include four relevant aspects. It should first be able to determine the attractiveness of a market segment. Second, it 

should be able to decide on the suitability between organizations and segments. Third, the framework should include a step 

that entails a quick scan of a market segment to enhance flexibility in the market segment selection process. Finally, the rigidity 

of the framework should be minimized. After developing a framework that embeds these four aspects, it has been 

demonstrated at a tech-based firm, as mentioned. This demonstration proved that the four relevant elements were essential 

and adequately included within the framework. 

 

Implications. From a theoretical perspective, this thesis has multiple implications. First, the research has provided a market 

segment selection framework that specifically considers the needs of tech-based businesses. As it is the first to do so, this 

thesis adds to the literature on market segment selection for tech-based firms. Second, the thesis also adds to the general 

market segment selection theory by creating a framework that is more flexible compared to existing models. Especially 

embedding a pre-screening step into the framework allows firms to face market segment selection problems flexibly. Finally, 

the thesis has added to the literature by validating specific existing attractiveness criteria used for market segment selection 

and also adding new ones. Moreover, the research also has implications for practice. First, tech-based businesses can deal 

with market segment selection problems by applying a framework that considers their needs. Second, as the main 

characteristic of the framework is flexibility, the model can also be implemented by non-tech-based organizations that desire 

flexibility within the market segment selection process. Finally, the created model can provide a basis for organizations’ 

marketing strategy.  

 

Limitations and future research. The thesis might be prone to some external validity issues due to a relatively low sample 

size of interviews conducted in the development stage of the framework and the fact that the model has only been tested at 

one organization. Moreover, the interviews and case study were conducted in a specific region of the Netherlands, which also 

affected the external validity. Furthermore, a minor issue with the inter-rater reliability of the coding of the interviews has been 

found, as tiny differences in codes existed among two researchers. For future research, longitudinal case studies and, if 

necessary, interviews are recommended to enhance the external validity of the created framework. Furthermore, extra 

research concerning the pre-screening step might be relevant.  
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Glossary 
Term:  Definition: 

Case study “A comprehensive description of an individual case and its 
analysis; i.e., the characterization of the case and the 
events, as well as a description of the discovery process of 
these features that is the process of research itself” 
(Starman, 2013, p. 31). 
 

Competitive volatility “The rapid changes in the determinants of competition, the 
entrance and exit of firms, and the basic and applied 
technologies being used” (Lu & Sexton, 2009, p. 344) 
 

Design-based research “A systematic but flexible methodology aimed to improve 
educational practices through iterative analysis, design, 
development, and implementation, based on collaboration 
among researchers and practitioners in real-world settings, 
and leading to contextually sensitive design principles and 
theories” (Wang & Hannafin, 2005, pp. 6-7) 

 
Design proposition “A general template for the creation of solutions for a 

particular class of field problems” (Denyer et al., 2008, p. 
395) 

 
Field problem “A situation in reality that can or should be improved in the 

view of influential stakeholders” (Van Aken & Berends, 
2018, p. 17) 
 

Market uncertainty “The ambiguity about the type and extent of customer 
needs that can be satisfied by a particular technology” 
(Mohr, 2000, p. 247) 
 

Technological capabilities “The skills that allow productive enterprises to utilize 
equipment and technological information efficiently” 
(Jonker et al., 2006, p. 121) 
 

Technological standards “A set of specifications to which all elements of products, 
processes, formats or procedures under its jurisdiction 
must conform” (Tassey, 2000, p. 2) 

 
Technological uncertainty “Uncertainty whether a product or the business providing it 

can fulfil its promise to meet certain market needs” (Mohr, 
2000, p. 249) 
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1. Introduction 

1.1 Situation and complication 
The selection of market segments is perceived to be one of the most critical decisions managers must make within 

organizations (Hlavacek & Mohan, 1986). First, it supports aligning an organization's resources and its competitive goals 

(Montoya-Weiss & Calantone, 1999). Second, deciding what market segments to target is crucial, as an organization’s 

marketing strategy should align with a firm’s selected market segments (Wind & Thomas, 1994). Finally, selecting suitable 

and promising target markets could increase the competitiveness of organizations (Weinstein, 2014). Consequently, it can be 

concluded that market segment selection is crucial for organizations. 

 
For organizations, market segment selection entails the selection of attractive market segments that match an organization’s 

internal environment (Clarke, 2009). However, to select attractive market segments, a comprehensive understanding of the 

characteristics of the market segments and the demands of effectively handling them is required (Clarke, 2009). Consequently, 

market segment selection also involves the evaluation of market segments based on relevant market segment evaluation 

criteria (Montoya-Weiss & Calantone, 1999). The evaluation of the market segments should result in an overview of segments 

that might be promising for an organization. Nevertheless, before an organization targets these attractive segments, it must 

also examine whether they align with its internal environment (Freytag & Clarke, 2001).  

 

Market segment selection is perceived to be a complicated and time-consuming problem due to the many feasible alternatives 

and conflicting objectives (Zakeri et al., 2020). This finding is confirmed by Dat et al. (2015), who explain that market segment 

selection is a highly complex and messy problem. Market segment selection is complex because there are multiple different 

courses of action, numerous dimensions to a particular course of action and uncertainty regarding the outcome of any choice 

(Montoya-Weiss & Calantone, 1999). Furthermore, market segment selection is a messy problem in the sense that systematic 

integration of various evaluation criteria by multiple decision-makers is required (Montoya-Weiss & Calantone, 1999). 

 

This thesis will examine a market segment selection problem of a tech-based business focusing on electronic applications, 

which will be named Business X. Therefore, this research will focus on market segment selection for tech-based firms. 

Business X wants to examine four market segments. Consequently, an analysis of these four segments will be conducted. 

The goal for the organization is to get a foundation for making well-considered decisions regarding these four market 

segments. Essential factors to consider include the attractiveness and suitability of the segments. 

 

As the research will focus on tech-based businesses, it is vital to consider the characteristics of this type of organization. 

Therefore, these characteristics will be briefly discussed. First, tech-based companies rely heavily on technical and scientific 

knowledge (Rubera & Kirca, 2012). Consequently, the knowledge base of this type of organization is a critical asset. Second, 

tech-based businesses face more risks than non-tech-based businesses (Mason & Harrison, 2004). Examples of specific risks 

tech-based businesses face are market uncertainty, technological uncertainty and competitive volatility (Mohr, 2000). Third, 

to support innovation, tech-based firms spend considerable amounts of resources on research and development (Nieto & 

Quevedo, 2005). Fourth, tech-based businesses face technological standards. These are “a set of specifications to which all 

elements of products, processes, formats or procedures under its jurisdiction must conform” (Tassey, 2000, p. 2).  

 

Furthermore, tech-based businesses mainly operate within high-tech markets. Therefore, the characteristics of these markets 

will also be discussed. First, compared to low-tech markets, high-tech markets are perceived to be turbulent and complex 

(Yang & Kang, 2008). Slater et al. (2007) give an example of this, mentioning the constantly changing customer needs and 

competitive landscape within high-tech markets. Second, high-tech markets provide many technological opportunities (Chaney 

et al., 1991). Due to this many technological opportunities, innovation is crucial for tech-based organizations to remain 

competitive (Chaney et al., 1991). Finally, compared to low-tech markets, high-tech markets have a relatively short life cycle 

(Yang & Kang, 2008). Consequently, the window of opportunity within high-tech markets is often relatively small (Moore, 

2014). 

 

1.2 Research problem/design question  
As mentioned, Business X aims to get a foundation to make well-considered decisions regarding specific market segments. 

This entails that decisions concerning market segment selection should be made based on a thought-through analysis of the 
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market segments. A framework could provide proper guidelines for organizations regarding market segment selection, 

according to Freytag & Clarke (2001). Consequently, a market segment selection framework could also provide the mentioned 

organization with guidelines to create a foundation for making well-considered decisions regarding market segment selection. 

However, as previously discussed, tech-based businesses differ considerably from non-tech businesses. Therefore, it is 

essential to consider these differences while examining the market segment selection question. However, there is currently 

no market segment selection framework within the literature that focuses explicitly on the needs of tech-based businesses. 

Hence, when tech-based businesses apply existing frameworks, the assessment of a market segment might not be entirely 

complete/correct, or the framework might be too rigid to deal flexibly with the dynamic nature of high-tech markets.  

 

Therefore, the research problem of this thesis, discussed extensively in chapter 2, is that currently, no market segment 

selection framework specifically considers the needs of tech-based businesses, especially regarding flexibility. Consequently, 

the research goal of this paper will be to create a market segment selection framework that specifically considers the needs 

of tech-based businesses to allow them to flexibly make well-considered decisions regarding the selection of attractive and 

suitable market segments. Based on the research problem, the following research question has been developed: 

 

Design question: How can tech-based businesses create a foundation to make well-considered decisions regarding 

the selection of market segments by applying a market segment selection framework that specifically considers their 

needs? 

 

1.3 Implications 
This thesis has multiple theoretical implications. First, the thesis adds to the literature on market segment selection for tech-

based businesses. Some guidelines for tech-based enterprises have been provided by Slater et al. (2007) and Weinstein 

(2014). However, a complete framework concerning market segment selection has not been developed yet for this type of 

organization. Therefore, by providing this framework, this thesis adds to the market segment selection literature for tech-based 

businesses. Second, this thesis also adds to the general theory of market segment selection. The main characteristics of the 

framework created in this thesis are high flexibility and low rigidity. These characteristics can also be relevant for non-tech-

based businesses that look for flexibility when facing a market segment selection problem. Both characteristics are strongly 

represented in the pre-screening step of the framework. Conducting a pre-screening during the market segment selection 

process is relatively untouched in theory. Partially resembling a pre-screening is the analysis of predetermined knock-out 

criteria mentioned by Dolnicar et al. (2018). However, this thesis extends this pre-screening step by adding an analysis of 

previous experiences in the relevant market segments to it. Finally, the research adds to the existing literature by validating 

specific market segment selection criteria already mentioned by theory and adding new criteria that businesses can apply to 

determine the attractiveness of market segments.  

 

The thesis also provides several practical implications. First, the framework created in the thesis allows tech-based businesses 

to execute market segment selection with a framework that specifically considers their needs. The artifact provides tech-based 

enterprises with substantial flexibility during the market segment selection process, which is deemed pivotal for this type of 

business. Second, the framework is also expected to be helpful for non-tech-based enterprises. As mentioned, the main 

characteristic of the model is flexibility. Therefore, this framework might also be the most suitable one for non-tech-based firms 

that desire flexibility within the market segment selection process. Finally, the use of the framework allows businesses to 

obtain relevant insights that can be used to develop a marketing strategy that aligns with the market segments in which the 

organization wants to be active.  

 

1.4 Research design/methodology 
Within this thesis, a field problem will be examined. A field problem is “a situation in reality that can or should be improved in 

the view of influential stakeholders” (Van Aken & Berends, 2018, p.17). Common methodologies that can be utilized for field 

problems are mostly theory-based or design-based. A design-based method is most suitable for primarily technical-economic 

field problems (Van Aken & Berends, 2018). Consequently, design-based research might apply to the mentioned problem, as 

it is mainly a technical-economic problem. Furthermore, design-based research emphasizes breaching the gap between 

practice and theory, which is perceived to be a common weakness within educational research (Tinoca et al., 2022). Within 

this research, a framework for market segment selection will be derived from theory and practice and demonstrated in a real-

life context. Consequently, this finding confirms that design-based research might be suitable for the research problem that 
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will be examined. Finally, there is already (a limited amount of) theory available regarding market segment selection. Through 

design-based research, it is possible to extend and improve these existing theories (Alghamdi & Li, 2013).  

 

Now that the fit between the research problem and design-based research has been identified, it is necessary to define what 

design-based research means. Therefore, the following definition of design-based research will be applied within this thesis: 

“a systematic but flexible methodology aimed to improve educational practices through iterative analysis, design, development , 

and implementation, based on collaboration among researchers and practitioners in real-world settings, and leading to 

contextually sensitive design principles and theories” (Wang & Hannafin, 2005, pp. 6-7).  

 

This thesis will utilize the framework of Peffers et al. (2007). This framework contains six steps that are required to conduct 

design-based research successfully. Figure 1 shows this model created by Peffers et al. (2007). As shown, the framework 

consists of the following six steps: (1) Identify problem and motivate, (2) Define objectives of a solution, (3) Design & 

development, (4) Demonstration, (5) Evaluation and (6) Communication.  

 
Figure 1: Design-based research framework (Peffers et al., 2007, p. 48) 

The main reason the model suits the research is that the model focuses on continuous improvement (Gregorio et al., 2021). 

This is done by comparing the actual results obtained during the demonstration phase with the objectives of a solution during 

the evaluation phase. If objectives and results do not align, the model allows the researcher to iterate back to previous steps 

to improve the artifact (Vom Brocke et al., 2020).  Consequently, the model emphasizes ensuring that the created framework 

delivers the needed solution (Lawrence et al., 2010). This is important because the model will be demonstrated at a tech-

based business. To ensure that the firm properly deals with the market segment selection question, it is essential to keep 

improving the framework wherever possible. Providing the highest quality possible for the framework is also vital for other 

businesses that might apply the framework in the future. Furthermore, compared to most other available models regarding 

design-based research, this model provides a specific process that can be followed to conduct research (Peffers et al., 2007). 

Consequently, the model is relatively easy to apply. Finally, as the created framework is demonstrated in practice and 

evaluated, the model also considers the rigor of the research (Peffers et al., 2007).  

 

The first step of the model, identify problem & motivate, entails the identification and justification of a specific research problem. 

The second step, which is define objectives of a solution, explains what a better artifact, so a solution to the research problem, 

would accomplish. Next, an artifact is created in the third step, design & development. In the fourth step, demonstration, the 

created artifact will be demonstrated in a specific research setting. The fifth step, evaluation, evaluates how well the 

demonstrated artifact provides a solution to the research problem. Within the final step, communication, relevant aspects of 

the research problem and artifact will be communicated to appropriate stakeholders (Peffers et al., 2007; Vom Brocke et al., 

2020). 

 

Relevant data was gathered in two ways for the analyses of the first three steps of the model. First, a literature review has 

been conducted to create the theoretical framework. Second, multiple interviews were conducted to gather relevant practical 

data.  
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1.4.1 Methodology literature review 
The literature review examined academic literature, existing theories and frameworks and previous (case) studies regarding 

market segment selection. Multiple databases like Google Scholar, Scopus and Web of Science have been utilized to identify 

the relevant theory. The main objective of the literature review is to get a comprehensive overview of the current literature on 

market segment selection for tech- and non-tech-based businesses.  

 

Even though the literature review was not conducted entirely systematically, most of the characteristics of this type of literature 

review were applied. First, some inclusion and exclusion criteria, which are relevant to systematic literature reviews, have 

been identified (Wolfswinkel et al., 2013). The inclusion criteria for the literature review are: 

• Sources must be open access 

• Sources must be relevant for market segment selection (especially for tech-based businesses) 

 

Furthermore, the exclusion criteria are: 

• Duplicate literature is excluded  

• Non-English or non-Dutch sources are excluded 

• All articles outside the top 50 most relevant articles per database per query are excluded. For Google Scholar , the 

function sort on relevance has been applied. Scopus and Web of Science articles were sorted based on the number 

of citations.  

 

Second, multiple queries have been used within the mentioned databases to identify relevant articles. These queries are 

mainly combinations of the following keywords: “market segment selection,” “target market selection,” “market selection,” 

“framework,” “tech-based organization,” “technology-based organization,” “tech market,” and “high-tech market,” The 

formulation of specific search terms is also a characteristic of systematic literature reviews (Wolfswinkel et al., 2013). Finally, 

multiple sources were identified after applying inclusion and exclusion criteria and keywords. These sources are first analyzed 

based on whether they are duplicates or not. Next, the title and abstract are examined. Finally, the entire text is inspected. 

This method also aligns with techniques used in systematic literature reviews (Wolfswinkel et al., 2013; Moher et al., 2009).   

 

1.4.2 Methodology interviews 
As the model that will be created in the fourth chapter will be demonstrated at a tech-based organization facing a market 

segment selection issue, an interview discussing market segment selection will be conducted with this company. Furthermore, 

seven interviews concerning market segment selection were carried out among six other organizations. The interview at 

Business X was conducted in person with the business developer and took 24 minutes. For the other seven interviews, an 

overview of the characteristics of organizations, interviewees and interviews can be found in table 1.  

 

 
Table 1: Characteristics interviews 

Of the six companies interviewed, four are tech-based and two are non-tech-based. The choice to also interview non-tech-

based organizations has been made to analyze whether significant differences occur regarding market segment selection 

between tech-based and non-tech-based organizations. 
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Five out of seven interviews were held in person. In-person interviews are preferable as they provide the most natural 

conversational setting, the most robust foundation for building report and an opportunity to recognize visual and emotional 

cues (Irvine et al., 2013). However, two out of seven interviews were conducted online via Teams because of the interviewees' 

preference or convenience regarding travel distance to a company. Online interviews are perceived as less favorable than in-

person interviews as it is more challenging to detect emotional cues and are more likely to result in misunderstandings 

(Johnson et al., 2021). However, loss of data within online interviews due to missing non-verbal cues and misunderstandings 

can be dealt with through additional verbal cues and asking probing questions (Cachia & Millward, 2011).  

 

There are three different types of interviews within research. These are structured, unstructured and semi-structured (Qu & 

Dumay, 2011). To gather data of the highest quality possible, it is essential to consider the type of interview most suitable for 

the research. Most interviews conducted within this thesis were semi-structured. However, one of the seven interviews was 

unstructured. This was because a person at one of the interviewed companies spontaneously offered to talk about market 

segment selection, as he specialized in this area. First, semi-structured interviews suit the research as they allow the 

researcher to obtain detailed and insightful information regarding a particular domain more easily than the structured interview, 

which is more rigid (Quieros et al., 2017). Consequently, if a structured interview had been used, the obtained data might have 

lacked the required richness due to the rigid nature of this type of interview (Queiros et al., 2017). As semi-structured interviews 

allow the interviewer to ask for elaboration of given answers, it is more likely that detailed data will be gathered. Second, using 

a predetermined interview structure, the semi-structured interview ensures that relevant topics and questions get discussed. 

When applying the unstructured interview, more pressure is put on the interviewer to ensure all relevant issues and questions 

are asked (Qu & Dumay, 2011). Besides, semi-structured interviews still allow the interviewer to seek clarification of answers 

and discuss spontaneously emerging issues (Doody & Noonan, 2013). To conclude, the semi-structured interview combines 

the structured and the unstructured interview, as it ensures that relevant topics and questions are discussed and allows the 

interviewer to be flexible regarding spontaneously emerging issues. Consequently, the semi-structured interview is expected 

to provide rich and detailed data regarding market segment selection within this research.  

 

As mentioned, the semi-structured interview applies a predetermined interview structure. Consequently, it is recommended to 

create an interview guide before conducting the interview (Qu & Dumay, 2011). Therefore, an interview guide has been made 

to ensure that relevant data regarding market segment selection can be gathered. The interview guide applied in the interview 

with Business X can be found in appendix 1 (or appendix 2 for the translated version). The interview guide for the other 

interviews can be found in appendix 3 (or appendix 4 for the translated version). After conducting the interviews, a verbatim 

transcript of the interviews has been created. A verbatim transcript can be defined as the word-for-word reproduction of verbal 

data, where the written words are an exact replication of the audio-recorded words (Halcomb & Davidson, 2006). Using a 

verbatim transcript is crucial as it enhances the reliability and validity of the data (MacLean et al., 2004).  

 

After the transcripts have been conducted, the transcripts of the interviews with the other organizations will be coded according 

to the method by Gioia et al. (2013). This method is suitable when making sense of large quantities of diverse information 

regarding a specific topic (Gioia et al., 2013). The first step of the model is to create codes and categories, also known as first-

order concepts, based on what the interviewees have said during the interview (Gioia et al., 2013). Similarities among the 

previously created codes must be identified in the next step. Based on these similarities, the large number of codes after the 

first step are merged into a more manageable number of categories. These are called second-order concepts (Gioia et al., 

2013). Finally, in the last step of the method, whether the second-order concepts can be distilled into aggregate dimensions 

is examined (Gioia et al., 2013). This coding process will then be visualized into a data structure, representing how raw data 

has been turned into themes and terms. This is crucial in demonstrating rigor within qualitative research (Pratt, 2008; Tracy, 

2010). To examine the inter-rater reliability of the coding process, another researcher has also judged this process within this 

thesis. This researcher mentioned that around 90% of the codes would be similar, which strengthens the inter-rater reliability 

of the codes generated from the interview results. Nevertheless, a tiny part of the codes were different among the researchers.  

 

1.4.3 Methodology case study 
A single case study will be conducted in the fourth step of the Peffers model, which is the demonstration phase. This case 

study will demonstrate the artifact created in the design & development step. A case study has also been confirmed to be a 

suitable method for the demonstration phase, according to Peffers et al. (2007). A case study can be defined as “a 

comprehensive description of an individual case and its analysis, i.e., the characterization of the case and the events, as well 
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as a description of the discovery process of these features that is the process of research itself” (Starman, 2013, p. 31). The 

approach by Yin (2002) will be used in this case study. This approach has been selected as it first allows the researcher to 

use qualitative and quantitative data sources, which is expected to be necessary for this case study (Yin, 2002; Yazan, 2015) . 

In contrast, qualitative sources are exclusively used in approaches by Stake or Merriam (Stake, 1995; Merriam, 1998; Yazan, 

2015). Furthermore, the approach of Yin follows a positivist epistemological stance, while the approaches of Stake or Merriam 

follow constructivist epistemologies (Yin, 2002; Stake, 1995; Merriam, 1998; Yazan, 2015). Constructivism often entails a 

more subjective reality, while positivism is more objective of nature (Aliyu et al., 2014). A positivist approach suits this research 

better as an objective foundation to make decisions concerning market segment selection is desired. 

 

The type of case study in this research is a single holistic case study. This entails a case study where one unit of analysis  is 

studied within the case (Yin, 2002). For the design of the case study, five components are pivotal, which are: a study’s 

question(s), its propositions, its unit(s) of analysis, the logic linking the data to the propositions and the criteria for interpreting 

the findings (Yin, 2002; Yazan, 2015). First, this study's central question has been mentioned previously in the introduction. 

This question focuses on how tech-based businesses can create a foundation to make well-considered decisions concerning 

market segment selection by using a framework that considers their needs. Second, four propositions have been developed 

in this thesis (further explanations of the propositions can be found in chapter 3.2.3). These are: 

 

• Design proposition 1: (C) In order for tech-based businesses to overcome market segment selection questions, (I) 

the created market segment selection artifact should be used to (O) select the right market segments (M) by 

examining the attractiveness of the analyzed market segment(s). 

• Design proposition 2: (C) In order for tech-based businesses to overcome market segment selection questions, (I) 

the created market segment selection artifact should be used to (O) select the right market segments (M) by 

examining the suitability of the organization with the analyzed market segment(s). 

• Design proposition 3: (C) In order for tech-based businesses to overcome market segment selection questions, (I) 

the created market segment selection artifact should be used to (O) flexibly select the right market segments (M) by 

creating a quick scan of the analyzed market segment(s). 

• Design proposition 4: (C) In order for tech-based businesses to overcome market segment selection questions, (I) 

the created market segment selection artifact should be used to (O) flexibly select the right market segments (M) by 

limiting the rigidity of the market segment selection process. 

 

More information on how these design propositions have been developed can be found in paragraph 3.2.3. Third, as 

mentioned, the case study will be conducted at a tech-based business in the Netherlands that will remain anonymous and 

focuses on electronic applications. This organization will be the unit of analysis of the case study. Finally, the logic linking the 

data to the propositions and the criteria for interpreting the findings will be talked about in the evaluation step of the Peffers et 

al. (2007) model. To link the data to the propositions, relevant data obtained from the case study will be aligned with the 

propositions to examine whether the propositions concerning the framework are fulfilled. Ultimately, as the case study is not  

longitudinal, it is impossible to determine whether the right market segments were selected by applying the framework. 

Therefore, the criteria for interpreting the findings will discuss whether the results of demonstrating the framework can justify 

decisions made concerning the examined market segments.  

 

An analysis of several market segments will be conducted during the actual demonstration of the created artifact at the case 

study company. The methodologies used to go through the steps of the artifact to analyze these segments can be found in 

the demonstration chapter itself, which is chapter 5. 

 

1.5 Outline thesis 
The outline of the rest of this paper will be based on the design-based research framework of Peffers et al. (2007). Therefore, 

the next chapter, chapter 2, will discuss the step identify problem & motivate. The third chapter will explain the objectives of a 

solution to the research problem. The fourth chapter entails the creation of the artifact. The fifth chapter discusses the 

demonstration of the created artifact at Business X. Within the sixth chapter; the artifact will be evaluated. Finally, the final 

chapter discusses the thesis’ implications, limitations and avenues for future research. 
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2. Identify problem & motivate  
This chapter will discuss the first step of the model by Peffers et al. (2007). This step entails the identification and motivation 

of the research problem. The chapter will start by explaining the goal of this step. Next, the results of the literature review and 

the interviews concerning the research problem will be discussed. 

 

2.1 Goal 
The first step of the applied framework is problem identification and motivation. Therefore, this step is initiated by defining a 

specific research problem. Furthermore, the research problem must be not only defined but also justified. Justifying the 

research problem first motivates the researcher and the research audience to pursue a solution. Second, it supports the 

understanding of the researcher’s definition of the research problem by the research audience (Peffers et al., 2007; Vom 

Brocke et al., 2020). Consequently, the goal of this step is to examine the problem that tech-based organizations face 

regarding market segment selection. Therefore, this chapter answers the following question: “What problems do tech-based 

businesses face regarding market segment selection?” 

 

2.2 Results 
This results section will discuss the problems tech-based businesses face concerning market segment selection. First, the 

results derived from the literature review will be explained. Next, the results of the interviews will be discussed. Finally, the 

research problem will be mentioned.  

 

2.2.1 Results literature review 
As previously mentioned, market segment selection is a complex and messy problem (Montoya-Weiss & Calantone, 1999). 

When the issue of market segment selection is not dealt with correctly, it could have multiple consequences for businesses. 

First, selecting the wrong market segment might entail problems for a firm's competitive position (Cortez et al., 2021). A 

company might not be able to gain the desired market position when the wrong market segment has been selected, according 

to Freytag & Clarke (2001). Second, it is argued that tech-based businesses generally must make relatively significant R&D 

investments that cannot be recovered once made (Manez et al., 2009). Therefore, when a wrong market segment has been 

selected, the revenues will likely not outweigh the significant investments. Consequently, the return on the investment is 

expected to be insufficient when a wrong market segment is selected. Finally, besides wasting financial resources, it is argued 

that selecting target markets that are not suitable or attractive also leads to a wrong allocation of other resources (Sukoroto 

et al., 2020).  

 

Multiple researchers have examined market segment selection problems. Consequently, various theories and frameworks 

regarding the subject have emerged. However, as mentioned in the introduction, tech-based organizations operate within 

dynamic environments with a relatively high number of opportunities (Yang & Kang, 2008; Chaney et al., 1991). Therefore, 

considering the flexibility of the existing frameworks is also vital for tech-based businesses. 

 

For example, considerable research has been conducted about applying multi-criteria decision-making (MCDM) methods (or 

other mathematical models (Dolnicar et al., 2018)) within market segment selection. MCDM methods entail mathematical 

models supporting decision-making problems where multiple criteria must be examined (Taherdoost & Madanchian, 2023). 

Hence, in the context of market segment selection, these MCDM methods analyze relevant (weighted) market segment 

selection criteria to assess market segments. To apply the methods, the decision-maker(s) has to assign values to the selected 

criteria (by using scales, for example) (Ghorabaee et al., 2017). Next, the values will be entered into the mathematical model 

to calculate the expected best solution for the market segment selection problem (Ghorabaee et al., 2017). Multiple different 

MCDM methods have been applied within the market segment selection realm. For example, Dat et al. (2015) developed an 

MCDM model regarding market segment selection based on TOPSIS (Technique for Order of Preference by Similarity to Ideal 

Solution) and QFD (Quality Function Deployment). Aghdaie & Alimardani (2015) also applied TOPSIS. However, instead of 

combining it with QFD, a hybrid approach was created between TOPSIS and AHP (Analytic Hierarchy Process). Furthermore, 

Ghorabaee et al. (2017) applied the CODAS (COmbinative Distance-based ASsessment) method to solve decision-making 

problems regarding market segment selection. The main differences between the methods are based on the level of 

complexity of the algorithms, the weighting methods for criteria or the data aggregation type (Taherdoost & Madanchian, 
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2023). Furthermore, Aghdaie & Alimardani (2015) have developed a selection process representing how MCDM methods can 

help with market segment selection problems (see figure 2).  

 

 
Figure 2: Market segment selection process including MCDM methods (Aghdaie & Alimardani, 2015, p. 269) 

Even though MCDM methods and the abovementioned framework might help tech-based businesses select suitable and 

attractive market segments, there are multiple reasons why these methods and this framework do not fully align with their 

needs regarding market segment selection.  

 

First, to be able to use mathematical models, all information should be quantified. Therefore, the qualitative criteria within 

market segment evaluation must be turned quantitative. Consequently, the data's meaning can be lost because the 

assignment of values might be arbitrary. Furthermore, context and information might be lost during the conversion process 

(Hochwald et al., 2023). At least half of the top ten market segment selection criteria for tech-based businesses are qualitative 

(Weinstein, 2014). Consequently, the likelihood of data loss is considerable to tech-based firms when applying MCDM 

methods. Second, MCDM methods focus mainly on a market segment's attractiveness, which is crucial within market segment 

selection. However, the extent to which a market segment matches a business seems slightly overlooked. Dat et al. (2015) 

are some of the few researchers who examine the match to a certain extent by embedding some of the organization’s strengths 

within the research. However, this fit analysis is too premature to determine whether a market segment also suits an 

organization. Especially for tech-based organizations, it is critical to ensure that market segment and business have a match, 

as tech-based businesses face relatively high risk and must make rather significant investments generally when entering 

markets (for example, in R&D) (Mason & Harrison, 2004; Manez et al., 2009). Finally, MCDM models are somewhat rigid, as 

the user has to go through all process steps before something can be said about a segment. 

 

A market segment selection framework that does not apply mathematical methods has been developed by Freytag & Clarke 

(2001) (see figure 3). Within this model, emphasis is put on the fit between the organization and the market segment. After 

the attractiveness of the segment has been determined, the model provides three steps that can be used to determine this fit.  

Again, even though the framework might support tech-based businesses regarding market segment selection, there are 

multiple reasons why this model and the design of the steps only partially suit the needs of tech-based enterprises, especially 

regarding the evaluation of the segment's attractiveness.  
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Figure 3: Market segment selection process (Freytag & Clarke, 2001, p. 482) 

First, the model assesses the attractiveness of a market segment based on rigid general criteria (see figure 4). Consequently, 

these criteria are assumed to give a comprehensive market segment overview. However, as previously mentioned, tech-based 

businesses differ from non-tech-based businesses (and the market that these businesses mainly operate in). Therefore, just 

examining these general criteria for tech-based businesses may not be suitable. Furthermore, evaluating a market segment's 

attractiveness should be treated ad hoc, meaning it is an organization-specific activity (Montoya-Weiss & Calantone, 1999). 

Consequently, criteria to assess the attractiveness of a market segment differ among businesses. Second, not only might 

criteria vary among businesses, but the relative importance of these criteria might also be different for organizations (Sarabia, 

1996). Because there are quite a few differences between tech-based and non-tech-based businesses, some selection criteria 

might have a different level of importance based on the organization applying them. This is not something that is considered 

within this model.  

 

 
Figure 4: Market segment evaluation criteria (Freytag & Clarke, 2001, p. 483) 

Besides general theory regarding market segment selection, there has also been some research on market segment selection 

for tech-based businesses. As mentioned, the most applied market segment selection criteria by tech-based businesses have 

been examined by Weinstein (2014) (see table 2). Furthermore, the importance of orientation toward customers, competition 

and technology regarding market segment selection for tech-based businesses has been reviewed by Slater et al. (2007). 

Moreover, the article also explains the differences between new and existing market segments, keeping the abovementioned 

orientations in mind. For example, the degree of competition is often lower in new markets, the degree of technology higher 

and the customer perspective concerning innovation also differs among new and existing markets (Slater et al., 2007). 

Nevertheless, the current literature regarding market segment selection for tech-based businesses (including the 

abovementioned theories) only forms some sparse guidelines for this type of organization. However, within theory, a market 

segment selection framework that specifically suits the needs of tech-based businesses regarding market segment selection 

is still unavailable (see chapter 3 for these needs). The main problem with the discussed frameworks is a lack of flexibility, 
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which is pivotal for tech-based organizations to deal with the complex and dynamic nature of high-tech markets (Yang & Kang, 

2008). 

 

 
Table 2: Market segment selection criteria for tech-based businesses (Weinstein, 2014, p. 64) 

2.2.2 Results interviews 
For this chapter, the purpose of the interviews was to gather information on the research problem. As previously mentioned, 

eight interviews among seven organizations were conducted—one with Business X itself and the others with various other 

organizations, both tech-based and non-tech-based.  

 

According to Business X, improper market segment selection has multiple negative consequences. First, it was mentioned 

that when the wrong market segment is selected, the return on investment might be insufficient. The company invests money 

to enter a market segment, but the return on that investment is not enough. Second, it has also been explained that selecting 

market segments that are not suitable could decrease the ability to recruit engineers, who are crucial for tech-based 

businesses. Finally, it has been discussed that an organization's competitiveness might also be harmed when a wrong market 

segment is selected. 

 

The absence of a market segment selection framework might also have negative implications for businesses, according to 

Business X. First, the absence of a market segment selection framework causes a lack of insight into the relevant market 

segments a firm has entered or is considering entering. Consequently, it was mentioned that without a framework, there is no 

clear foundation on why an organization's market segment might be right or wrong. Second, it was also said that it is more 

difficult to identify opportunities within a market segment without a helpful framework. Finally, without a framework, there is a 

bit of doubt regarding how market segment selection should be handled, according to the interviewee. 

 

Six other organizations were also interviewed to obtain knowledge regarding market segment selection. During these 

interviews, what methods have been applied concerning the topic, if they would change the methods in the future and what 

problems were faced regarding market segment selection were examined. A summary of the interviews can be found in the 

data structure in appendix 5 (or 6 for translated version). The aggregate dimensions of this data structure form the recurring 

themes found among the organizations regarding market segment selection. The dimensions found are market segment 

selection criteria indirect environment, market segment selection criteria direct environment, pre-screening market segments, 

characteristics selection process and fit organization and market segment. The results found during the interviews are relevant 

for chapters 2, 3 and 4. Therefore, the results of these interviews will be spread over the three chapters.  

 

The interviews have provided insights into the organizations' approaches regarding market segment selection. Something that 

stood out during this process is that mainly the relatively small organizations were less structured regarding market segment 

selection. For example, one of the smaller tech-based firms mentioned: “It came on our path, so it just arose. Those customers 

came to us, and we thought, cool project, let’s help them. But there was no market selection involved”. Another (relatively 

small) non-tech-based business explained the following: “We do not have specific processes. We have a sales and marketing 

department that looks at actualities, so demand from the market. We are closely connected with our big clients and smaller 

clients to ask what their demands are and if they need new things”. However, the larger organizations had a bit more of a 
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process. For example, a large tech-based organization said that it first looks at whether the segments suit the company in 

terms of capabilities and technologies. Then, specific criteria, like market size and potential competitive position, are analyzed. 

Furthermore, besides the relatively small tech-based organization, the other tech-based firms also had kind of a process 

concerning market segment selection. 

 

When the firms were asked if they would change their method of market segment selection in the future, most tech-based 

organizations mentioned wanting more structure. The data structure's aggregate dimension characteristics selection process 

(appendix 5 or 6) also discusses this finding. For example, the small tech-based organization explaining that no process was 

applied for market segment selection mentioned wanting more structure. The firm was currently facing a new market segment 

selection problem and said the following: “That is the process where we find ourselves now. At those customers, why do they 

suit us, what are we good at, where should we focus on and what do we want to do”.  Furthermore, another tech-based 

organization mentioned: “I expect that we will actually keep following this route, so we will become even tighter and work more 

with the process.” Besides, Business X also desired more structure regarding market segment selection to create a foundation 

for their choices. Therefore, it can be concluded that there is a desire for a structured process concerning market segment 

selection for tech-based organizations. 

 

Among the tech-based firms, it was also mentioned that structure should not be exaggerated and flexibility is necessary within 

the process. One of the tech-based firms said: “Yes, we believe that you can be and flexible and very fast and still a bit more 

structured.” However, that same firm also mentioned the following: “We want structure within borders, because there are also 

companies that have really formal and bureaucratic processes. That is also not exactly what we want”. Hence, there is a 

demand among tech-based businesses for structure concerning market segment selection; however, it should be a flexible 

structure.  

 

2.2.3 Research problem 
To summarize the data acquired from the results, both theory and practice pointed out that tech-based businesses mainly 

require flexibility in market segment selection. Moreover, it was also discovered that this type of business desires structure 

concerning market segment selection. Therefore, a framework that can flexibly support organizations in selecting the right 

market segments would be relevant for tech-based businesses. However, current frameworks in the literature do not provide 

a tool that perfectly aligns with the desire for flexibility of tech-based companies. Hence, it might be difficult for these 

businesses to flexibly create a complete and correct foundation that can be used to make decisions regarding selecting the 

right market segments when current frameworks are applied. Consequently, the research problem of this thesis is that 

currently, no market segment selection framework explicitly suits the needs of tech-based businesses concerning market 

segment selection. 
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3. Define objectives of a solution 
This chapter will discuss the second step, define the objectives of a solution. This step will examine the objectives of a solution 

to the previously mentioned problem. The chapter will start by explaining the goal of this step. Next, the results derived from 

the literature review and interviews will be discussed. Finally, several design propositions will be presented. 

 

3.1 Goal 
The second step of the framework discusses the objectives of a solution to the research problem and answers the question , 

“What would a better artifact accomplish?”. These objectives can be derived from the definition of the research problem and 

knowledge of what is possible and feasible. Objectives can either be quantitative or qualitative. Quantitative solutions mention 

desirable solutions that are superior compared to the current ones. Qualitative solutions involve the creation of artifacts that 

are expected to support solving problems that have not been previously addressed (Peffers et al., 2007; Vom Brocke et al., 

2020). The goal of this step is to identify the objectives of a solution to the research problem by indeed answering the question, 

“What would a better artifact accomplish?”. Therefore, the goal of this step is to find out what a market segment selection 

framework for tech-based organizations would accomplish.  

 

3.2 Results 
Examining the literature and conducting interviews has identified multiple reasons for the relevance of a market segment 

selection framework for tech-based businesses. These results will be discussed in the upcoming paragraphs. Furthermore, 

based on these results, design propositions will be created. 

 

3.2.1 Results literature review 
Market segment selection is perceived as critical for organizations. First, selecting the right market segments allows 

businesses to align resources with their competitive goals (Montoya-Weiss & Calantone, 1999). This is also confirmed by 

Sukoroto et al. (2020), who mention that thoughtfully selecting target markets leads to a better allocation of resources, which 

will help increase the competitive edge of a business. Consequently, a company can increase its competitiveness by selecting 

suitable and attractive market segments. Second, market segment selection is critical as an organization's marketing strategy 

should align with the market segments that a firm selects (Wind & Thomas, 1994). Therefore, it is essential to focus on the 

right market segments. Furthermore, a process can provide valuable guidelines to deal with market segment selection 

problems (Freytag & Clarke, 2001). Therefore, previously mentioned benefits could be achieved for tech-based businesses 

with a proper framework that suits their specific characteristics. 

 

The previous chapter's results can also help answer the question, “What would a better artifact accomplish?”. First, the models 

mentioned in the last chapter all discussed that it is vital to examine the attractiveness of a market segment within market 

segment selection. Within MCDM methods, the attractiveness of market segments was usually determined by putting 

quantitative data in a mathematical model. However, as mentioned in the previous chapter, market segment selection criteria 

can also be qualitative. Therefore, this data must be quantified, but this could lead to a loss of data (Hochwald et al., 2023). 

Furthermore, rigid and predetermined criteria for assessing the attractiveness of market segments are discussed by Freytag 

& Clarke (2001). As mentioned, tech-based firms are active within dynamic environments where many opportunities emerge 

(Yang & Kang, 2008; Chaney et al., 1991). Hence, to deal with these circumstances, flexibility is required. Besides, there are 

substantial differences between organizations concerning the perception of how the attractiveness of market segments can 

be determined (Dolnicar et al., 2018). Therefore, applying predetermined rigid criteria to assess the attractiveness of a market 

segment is not recommended. To conclude, a proper framework should indeed be able to determine the attractiveness of 

market segments. However, for tech-based organizations, it is pivotal that this can happen flexibly. Current frameworks do not 

seem to consider this need for the flexibility of tech-based businesses.  

 

The models mentioned in the previous chapter discussed that it is crucial to examine the fit between the organization and the 

market segment. For example, the fit between market segment and resources or management have been mentioned as 

factors that can be examined in this analysis of fit (Freytag & Clarke, 2001). Furthermore, some mathematical frameworks 

consider the fit analysis between market segment and organization (Dat et al., 2015). A central question in this analysis is 

“How attractive are we to the segment?” (Dolnicar et al., 2018). This step is also essential because tech-based businesses 

rely heavily on specific technical and scientific knowledge (Rubera & Kirca, 2012). Consequently, it is crucial to examine 
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whether this particular knowledge possessed by the organization also aligns with the required knowledge in the market 

segment.  

 

As mentioned in the previous chapter, the current frameworks do not consider the needs of tech-based businesses, especially 

regarding flexibility. High-tech markets are competitive and dynamic (Yang & Kang, 2008; Slater et al., 2007). Consequently, 

high-tech markets are constantly evolving. Furthermore, many opportunities emerge for tech-based businesses (Chaney et 

al., 1991). Flexibility is critical to examine what opportunities out of many are interesting for a firm without getting lost . 

Moreover, the window of opportunity is also relatively small within high-tech markets (Moore, 2014). This is another reason 

why flexibility is pivotal for tech-based businesses. When a tech-based organization is stuck in analyzing an opportunity, it 

might be that the window has already closed. Hence, a better artifact concerning market segment selection, for, in this case, 

tech-based businesses, should have significant flexibility. 

 

To conclude, based on relevant theory and the results of the previous chapter, the critical difference between the current 

frameworks and an optimal market segment selection framework for tech-based businesses should be flexibility. The new 

artifact should be able to determine the attractiveness of a market segment and whether the tech-based organization is 

attractive to the market segment, just like some of the current frameworks. However, it should be able to do it more swiftly and 

flexibly. Not only should the framework be more flexible, but the design of the steps must also be flexible.   

 

3.2.2 Results interviews 
The interview with Business X discussed what a market segment selection framework for tech-based businesses could 

accomplish. First, it has been mentioned that the framework is expected to provide a foundation for making well -considered 

decisions regarding market segment selection. Consequently, the framework is expected to provide a basis for selecting 

suitable and attractive market segments for tech-based businesses. Second, it has also been discussed that significant 

investments in time and money are necessary before a market segment can be entered. The interviewee mentioned that the 

market segment selection framework is expected to support decisions regarding what to invest in and what not. Third, it has 

also been discussed that the framework could help align strategy and market segments. Finally, it has been mentioned that 

the framework could help target the right clients, which aligns with the first point.  

 

The seven interviews with the other organizations discussed what should be included in the market segment selection process. 

First, all interviewees referred to assessing the attractiveness of a market segment based on specific criteria. In appendix 5 

(or 6), the aggregate dimensions market segment selection criteria indirect environment and market segment selection criteria 

direct environment display some of the criteria the interviewed organizations have applied. The criteria used to assess the 

market segments can range from financial factors to political factors or from expected competitive position to customer 

characteristics. To conclude, all organizations mentioned that determining the attractiveness of market segments is a pivotal 

part of market segment selection. However, as explained, the criteria used to assess the attractiveness can differ substantially 

among organizations.  

 

All interviewed organizations mentioned that examining whether a fit between the organization and the market segment exists 

is pivotal. In the aggregate dimension fit organization and market segment (see appendix 5/6), factors used to assess whether 

organization and market segment are compatible can be found. These factors are strategy, resources, capabilities and human 

factors. To conclude, more than just judging the market segment itself is required regarding market segment selection. The fit 

between the organization and market segment must also be examined. Therefore, a market segment selection framework 

should include the analysis of this.  

 

Some findings concerning market segment selection for tech-based organizations specifically have also been found. Almost 

all tech-based organizations specifically mentioned flexibility within market segment selection. However, non-tech-based 

organizations have not noted this factor.  One of the interviewees from a tech-based organization said the following regarding 

their market segment selection process: “Yes, we believe that you can be and flexible and very fast and still a bit more 

structured.” Another interviewee from a tech-based organization confirmed the importance of flexibility by explaining the 

following: “They lack flexibility to fill in the changing circumstances and to generate an answer to it, because they are stuck  in 

their planned structure.” Besides mentioning flexibility, both quotes also note structure. Both interviewees explained that both 

flexibility and structure are essential. However, the structure should not entail too much bureaucracy within the process of 
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market segment selection. The interviewee of the first quote explained this with the following quote: “We want structure within 

borders because there are also companies that have really formal and bureaucratic processes. That is also not exactly what 

we want.”   

 

Several tech-based businesses explained that a premature market segment analysis is carried out before extensive research 

is conducted. This finding is mentioned as the aggregate dimension “pre-screening market segments” in the data structure 

(appendix 5/6). The dimension mainly focuses on creating a preliminary overview of the fit between business and segment, 

especially based on (previous) experiences in the market. One tech-based firm, for example, said, "What we currently do 

instead of immediately fully entering a market is we start market groups and it often starts with a research and a project. There 

are such projects where we then work with kind off a stage-gate method and then where we said in the third phase let’s not 

do it, it doesn’t fit”.  Another company mentioned the following concerning a pre-screening: “You try to guess what suits us, 

can we do it, so that is already the preselection.” 

 

3.2.3 Design propositions 
It is relevant to consider design propositions within the realm of design-based research. Design propositions can be perceived 

as “a general template for the creation of solutions for a particular class of field problems”  (Denyer et al., 2008). Design 

propositions can be formulated using the CIMO logic, according to Van Aken & Berends (2018). The structure of design 

propositions when applying the CIMO logic is as follows: “In a class of problematic Contexts, use this Intervention type to 

invoke these generative Mechanisms to deliver these Outcomes” (Denyer et al., 2008). To get an overview of the definitions 

of each component of the CIMO logic, table 3 can be viewed. The design propositions examined in this research will be 

explained in the following paragraphs. 

 
Table 3: CIMO logic (Denyer et al., 2008, p. 397) 

Both the results of theory and interviews explain that it is critical within market segment selection to examine the attractiveness 

of the relevant segments. Within this thesis, attractiveness entails the degree to which a market segment is desirable to pursue 

for a firm. As described, different organizations apply different criteria to assess the attractiveness. Determining the 

attractiveness of a market segment is essential because it allows organizations to determine what markets are likely to 

increase firm performance the most. Hence, assessing the attractiveness of a market segment is expected to be pivotal for 

selecting the best market segments. As determining the attractiveness of a market segment is perceived as crucial within 

market segment selection, the created framework should support firms in doing so. Hence, the following design proposition 

has been formulated: 
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Design proposition 1: (C) In order for tech-based businesses to overcome market segment selection questions, (I) 

the created market segment selection artifact should be used to (O) select the right market segments (M) by 

examining the attractiveness of the analyzed market segment(s). 

 

Several key terms can be found in this proposition. To ensure the clarity of the proposition, these terms will be discussed. 

First, a “market segment selection question” is a problem a business faces, requiring the firm to decide whether a segment 

should be selected to pursue or not. Second, a “right market segment” will be defined in this thesis as a segment that a firm 

can successfully exploit to (drastically) improve long-term business performance. Finally, as mentioned, “attractiveness” 

entails the degree to which a market segment is desirable for a firm to pursue.  

 

Besides the attractiveness of market segments, the results of both theory and interviews also explain that the fit between the 

organization and a market segment should be studied. This degree of fit is known as “suitability” within this thesis. The fit 

analysis between the organization and the segment should indicate whether the organization can successfully exploit a market 

segment. This is essential for market segment selection as being unable to exploit a market segment might lead to wasting 

resources, for example. In contrast, successfully exploiting an (attractive) segment is expected to result in increased firm 

performance. Hence, determining the suitability between the organization and the market segment is critical for selecting the 

right market segments. Factors that might be relevant to the suitability analysis are strategy, product/service, resources and 

capabilities. As suitability is perceived as pivotal for market segment selection, the created framework supports analyzing the 

fit between the organization and the market segment. Therefore, the following design proposition has been formulated:  

 

Design proposition 2: (C) In order for tech-based businesses to overcome market segment selection questions, (I) 

the created market segment selection artifact should be used to (O) select the right market segments (M) by 

examining the suitability of the organization with the analyzed market segment(s). 

 

Next, flexibility was often mentioned as a requirement for tech-based businesses within market segment selection. Tech-

based businesses face opportunities more frequently. However, the life cycle of tech products is also relatively small. 

Therefore, it is pivotal for tech-based firms to reply swiftly to emerging opportunities, which are possible market segments 

within this thesis. Hence, it is not only crucial to select the right market segment for tech-based businesses, but it should also 

happen flexibly. During the interviews, multiple organizations mentioned that the potential of a market segment is estimated 

before more extensive research is conducted. This analysis of potential is often based on experience within the segment (for 

example, through a pilot project) or other information that is already known or can be easily acquired. Consequently, for tech-

based businesses, it is relevant to create a quick scan of the appropriate market segment(s) to obtain a fast indication of the 

potential of a segment to increase the swiftness of the market segment selection process. Hence, the following design 

proposition has been created:   

 

Design proposition 3: (C) In order for tech-based businesses to overcome market segment selection questions, (I) 

the created market segment selection artifact should be used to (O) flexibly select the right market segments (M) by 

creating a quick scan of the analyzed market segment(s). 

 

The key terms of this proposition are similar to the ones of the previous propositions. However, still some differences exist . 

First, the right market segments should be selected “flexibly.” This means that the framework should support organizations in 

selecting the right market segments as efficiently as possible. Second, a “quick scan” means that organizations should first 

focus on examining the most essential parts of the market segment selection analysis before a segment is analyzed entirely.    

 

Finally, it has been mentioned that structure could support organizations regarding market segment selection. However, the 

structure must be balanced to prevent bureaucracy from emerging. Besides, the theory explained that market segment 

selection should be treated ad hoc (so case specifically). Therefore, a completely rigid structure where, for example, 

attractiveness criteria are predetermined is not desired for tech-based organizations. Thus, the structure of the created 

framework should focus on providing guidelines concerning market segment selection for tech-based businesses rather than 

precisely predetermining how these guidelines should be filled in. Hence, the developed framework must focus on limiting the 

rigidity of the guidelines, which entails not exaggerating the degree of structure within the market segment selection process. 

Consequently, the following design proposition has been formulated:   
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Design proposition 4: (C) In order for tech-based businesses to overcome market segment selection questions, (I) 

the created market segment selection artifact should be used to (O) flexibly select the right market segments (M) by 

limiting the rigidity of the market segment selection process. 
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4. Design & Development 
As mentioned in the introduction, the design & development stage of the research entails the creation of the artifact. The 

artifact will be developed within this research as a framework that tech-based organizations can apply for market segment 

selection. Consequently, this chapter will begin with an overview of the designed artifact used in the research's demonstration 

phase. Next, the different stages of the created artifact will be explained. 

 

4.1 Goal 
Within the third step, design & development, an artifact is created. The created artifact could be developed in many different 

forms. Examples of what an artifact might look like are constructs, methods, models, etc. However, a research contribution 

must be embedded within the artifact's design. To summarize, this step involves creating an artifact and discussing its 

functionality and architecture (Peffers et al., 2007; Vom Brocke et al., 2020). Consequently, the goal of this step is to create 

an artifact that helps solve the research problem. In this case, a market segment selection framework should be developed 

that tech-based organizations can apply to select the right market segments properly. 

 

4.2 Results  
In figure 5, the developed market segment selection artifact is displayed. The framework explains a process that tech-based 

organizations can apply regarding market segment selection. As mentioned in the methodology section, this artifact is based 

on interviews and a literature review. The data structure, containing the relevant data obtained from the interviews, can be 

found in appendix 5 (or translated version in 6). During the interviews, especially tech-based businesses emphasized the 

importance of structure but also flexibility within the market segment selection process. Therefore, the created artifact tries to 

consider this finding as well as possible. Consequently, the framework consists of three overarching steps containing several 

smaller steps. Each overarching step ends with a decision on whether an analyzed segment can proceed to the next step or 

should already be rejected. Consequently, the framework's flexibility is enhanced and the rigidity lowered, as an organization 

can make the well-considered decision to stop examining a market segment when it has been discovered in the first or second 

step that a segment has no potential or attractiveness. This way, the fourth design proposition is already partially embedded 

within the framework, which is: (C) In order for tech-based businesses to overcome market segment selection 

questions, (I) the created market segment selection artifact should be used to (O) flexibly select the right market 

segments (M) by limiting the rigidity of the market segment selection process.  

 

 
Figure 5: Tech-based market segment selection framework 

The first step of the framework is the pre-screening of a market segment. This pre-screening can be based on a combination 

of data gathered from previous experiences and the analysis of critical variable(s). Afterwards, it will be decided whether the 
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segment has potential or not. Next, an instrumental evaluation of a market segment will be conducted. This evaluation step 

contains the selection of relevant market segment selection criteria, the assignment of weights to these criteria, and the actual 

evaluation of the selected criteria. After this evaluation, it will be decided whether the segment is attractive enough to go  to 

the final step of the framework. This last step recommends examining the fit between the market segment and product/service, 

several organizational factors and financing. Hence, whether the market segment suits the business will be decided. If so, the 

market segment is perceived as attractive and suitable and can be selected.  

 

4.2.1 Pre-screening of market segment 
The first step of the created framework is conducting a pre-screening of the market segment(s). As mentioned, flexibility is 

pivotal for tech-based businesses within market segment selection. The pre-screening step, also an aggregate dimension in 

the data structure (see appendix 5 or 6), tries to enhance the flexibility of the segment selection process by creating a quick 

scan of the examined market segments. By conducting this quick scan, organizations can swiftly create a preliminary overview 

of whether a segment has the potential to be exciting or not. Therefore, the pre-screening step attempts to fulfill the third 

design proposition: (C) In order for tech-based businesses to overcome market segment selection questions, (I) the 

created market segment selection artifact should be used to (O) flexibly select the right market segments (M) by 

creating a quick scan of the analyzed market segment(s). The pre-screening step of this framework contains the following 

sub-steps: analysis of previous experiences and analysis of critical criteria.  

 

Analysis of previous experiences 

During the interviews, most tech-based firms mentioned that experiences within a market segment were used to determine 

whether that segment was worth targeting. One of the organizations explained that previous experiences are critical 

concerning the decision to target particular markets with the following quote: What has been the recurring theme in the big 

clients and projects that we currently or recently served, and what did we learn from it for prospects.”  Furthermore, as 

mentioned, another tech-based organization said that it decided not to target a market segment based on experience during 

a project within that segment by saying the following: “What we currently do instead of immediately fully entering a market is 

we start market groups, and it often starts with a research and a project. There are such projects where we then work with 

kind off a stage-gate method and then where we said in the third phase let’s not do it, it doesn’t fit”. Consequently, the first 

recommended step within the pre-screening phase is to examine previous experiences with a market segment. If no prior 

experience is available, it might be convenient to execute a pilot project.  

 

Analysis of critical criteria 

Next, it is recommended that critical criteria are examined. During the interviews, most (tech-based) organizations mentioned 

critical criteria in determining whether a market segment should be pursued. When these criteria are not met sufficiently, the 

market segment is no longer interesting for the companies. One of the interviewees mentioned the following regarding market 

size: “We also look at a certain market size. That means that we are obviously not interested in really small markets. We are 

also not interested in a really big market”. Another interviewee mentioned risk profile as a critical criterion with the following 

quote: “The risk profile should be acceptable.” Therefore, it can be concluded that some criteria can solely cause the 

elimination of a market segment when it comes to selection. Hence, it is relevant to consider these critical criteria during the 

pre-screening phase to enhance flexibility within the market segment selection process by preventing firms from thoroughly 

examining all criteria that influence the attractiveness of a market segment. This finding can also be confirmed by theory. One 

of the mathematical models concerning market segment selection explains that looking at so-called knock-out criteria is 

relevant before the entire segment is analyzed (Dolnicar et al., 2018). These knock-out criteria are essential or non-negotiable 

criteria that should be explored before more extensive research on a segment is conducted (Dolnicar et al., 2018). The knock-

out criteria can differ among organizations and should, therefore, be determined by the firm itself.  

 

4.2.2 Instrumental evaluation of market segment selection criteria 
When an organization has discovered a market segment with potential, it is essential to evaluate the attractiveness of the 

segment. A market segment is perceived to be attractive for a firm when it is expected to generate long-term profitability 

(Cortez et al., 2021). The evaluation of the attractiveness of market segments is vital as tech-based businesses, as mentioned, 

generally must invest quite some financial resources in, for example, R&D before a market segment can be entered (Manez 

et al., 2009). Consequently, a selected market segment must be attractive enough for the business to get a proper return on 
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these relatively significant investments. Accordingly, by evaluating the attractiveness of a market segment, the decision to 

invest in a market segment can be partially justified (or not).  

 

Two perspectives on evaluating opportunities, defined as potential target markets within this research, exist (Nielsen et al. , 

2017). These perspectives are the instrumental perspective and the legitimacy perspective. First, the instrumental perspective 

entails using rational and analytical tools and guidelines that provide entrepreneurs insight into whether an opportunity is 

attractive, given an organization's unique expertise, resources and context (Haynie et al., 2009). Consequently, the 

entrepreneur controls the evaluation process and can assess in advance whether an opportunity should be pursued before 

exploiting it (Nielsen et al., 2017). Second, the legitimacy perspective entails a process where the exploitation and evaluation 

of an opportunity are executed simultaneously (Nielsen et al., 2017). Within this perspective, the opportunity is exploited and 

the entrepreneur tries to create “legitimacy” in the environment of the organization by trying to show that the exploitation of 

the opportunity adds value to the relevant environment (Nielsen et al., 2017). Evaluation takes place by gathering feedback 

from the environment during the exploitation of the opportunity. Based on this feedback, the way that the opportunity is 

exploited will be evaluated and adapted to the needs of the environment (Nielsen et al., 2017). In table 4, an overview of the 

two perspectives is given. 

 

 

 
Table 4: Instrumental vs Legitimacy (Nielsen et al., 2017, p. 80) 

As mentioned, this research focuses on tech-based organizations. Regarding opportunity evaluation, the instrumental 

perspective seems more suitable for tech-based organizations than the legitimacy perspective. First, according to Mason & 

Harrison (2004), tech-based firms (especially in the early stages) are generally perceived as high risk. For example, new 

technologies entail technological risks, which means that technologies still need to be proven and have yet to be demonstrated 

in specific market segments (Mason & Harrison, 2004). As the instrumental perspective evaluates whether an opportunity is 

attractive before exploiting it, it is suitable for firms facing a relatively high level of risk. Furthermore, the rational/analytic nature 

of the instrumental perspective also suits companies that meet a relatively high risk level better than the social nature of the 

legitimacy perspective (Nielsen et al., 2017). Second, tech-based firms are generally perceived as rather complex. 

Consequently, it is expected that tech-based firms have a relatively high number of evaluation activities to assess opportunities 

compared to less complex firms. This finding confirms that the instrumental perspective seems more suitable for tech-based 

firms (Nielsen et al., 2017). 

 

However, some research argues that placing low emphasis on predicting opportunities allows organizations to adapt faster to 

a rapidly changing environment (Wiltbank et al., 2006). These theorists explain that planning slows down adaptation in dynamic 

situations (in which tech-based organizations operate) and can blind firms to essential changes in their environment. 

Therefore, these theorists argue that firms should learn from feedback from their market and then try to adapt, which aligns 

more with the legitimacy theory (Wiltbank et al., 2006). However, as mentioned before, market segment selection is a critical 

decision for organizations. (Hlavacek & Mohan, 1986). It influences the competitiveness, allocation of resources and the 

strategy of organizations (Montoya-Weiss & Calantone, 1999; Thomas & Wind, 1994; Weinstein, 2014). Therefore, making a 

well-considered decision regarding what markets should be targeted is crucial. Furthermore, it is also argued that improvisation 

in the selection of opportunities leads to the pursuit of short-term behavior since it encourages firms to pursue opportunities 

immediately (Bingham, 2009). Paradoxically, hurriedness to capture immediate opportunities could even lead to firms not 

noticing connections between opportunities, which is vital for performance advantages (Bingham, 2009). To conclude, the 

research argues that little improvisation in opportunity selection leads to a focus on long-term behavior, fast learning and the 
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improvement of organizational learning (Bingham, 2009). However, low improvisation in opportunity execution could benefit 

firms as it leads to flexibility in dealing with unique situations (which is relevant for tech-based firms) (Bingham, 2009).   

 

As mentioned, the instrumental perspective examines in advance if, in this case, market segments are attractive based on 

rational tools and guidelines. In this case, these tools and guidelines will contain criteria that can be used to assess the 

attractiveness of the specified market segments. As shown in the artifact, the criteria first must be determined. Next, weights 

must be assigned to the criteria. Finally, the criteria must be evaluated. As this step of the framework entails the analysis of 

the attractiveness of examined market segments, the first design proposition is embedded in this step, which is: (C) In order 

for tech-based businesses to overcome market segment selection questions, (I) the created market segment 

selection artifact should be used to (O) select the right market segments (M) by examining the attractiveness of the 

analyzed market segment(s). 

 

4.2.3 Select market segment selection criteria 
The first step of the instrumental evaluation of market segment selection criteria is to determine the relevant criteria that can 

be used to evaluate the market segments. Various theories have been developed regarding market segment selection criteria 

that can be applied to evaluate market segments. Porter's five forces model is a well-known model often used to assess target 

markets (Ghorabaee et al., 2017; Ou et al., 2009; Nielsen et al., 2017). This model examines a target market from a competition 

perspective and discusses the following aspects of market segments: threat of new entrants, bargaining power of suppliers, 

threat of substitute products, bargaining power of customers and intensity of competitive rivalry (Ghorabaee et al., 2017; Ou 

et al., 2009). Ou et al. (2009) also developed a list of sub-criteria regarding Porter’s five forces model that can be used to 

assess the different aspects of the model (see table 5)  

     

 
Table 5: Porter's five forces model including sub-criteria (Ou et al., 2009, p. 533) 

Besides Porter’s five forces model, research has also examined the most common market segment selection criteria in 

general. The most common market segment selection criteria are the ability to reach buyers in the market, competitive 

positioning, market size, compatibility of the market with the objectives and resources of the company, profitability and 

expected market growth (Cortez et al., 2021). Furthermore, as previously mentioned, the most important market segment 
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selection criteria for tech-based organizations were examined by Weinstein (2014). This research ranked ten generally 

accepted criteria technology marketers use to target market segments based on their importance (see table 2).  

 

Two aggregate dimensions mention market segment selection criteria within the data structure. The aggregate dimension 

market segment selection criteria indirect environment contains market segment selection criteria arising from the indirect 

environment of an organization. This entails factors influencing the attractiveness of market segments from within the indirect 

environment of organizations. The indirect environment contains factors or actors from outside a market segment that affect 

the market segment (Stoner & Freeman, 1989). Among the market segment selection criteria indirect environment, the 

following sub-categories have been found: economic influences within the market segment, political influences within the 

market segment, ecological influences within the market segment, opportunities within the market segment, relevant 

developments within the market segment and general characteristics market segment. The aggregate dimension market 

segment selection criteria direct environment contains market segment selection criteria regarding the direct environment of 

an organization. The direct environment consists of key role players within an industry, such as rivals, suppliers, customers or 

the organization itself (Stoner & Freeman, 1989). The second-order concepts that form the aggregate dimension market 

segment selection criteria direct environment are competitive position within market segment and consumers within market 

segment.  

 

To conclude, a wide variety of criteria can be identified through the literature and the interviews. However, market segment 

selection should be treated ad hoc (Montoya-Weiss & Calantone, 1999). Consequently, what criteria are relevant to assess 

the attractiveness of a market segment should be determined per organization specifically (Dolnicar et al., 2018). Besides, the 

framework's flexibility would be harmed when a rigid list of criteria would be provided. The above-mentioned criteria could, of 

course, serve as inspiration. However, the selection of criteria should be performed per organization. This limitation of rigidity 

also supports the fourth design proposition. Finally, the frameworks provided by theory especially do not consider that tech-

based businesses often enter new markets. The criteria provided by theory mainly assume that a market already exists. 

Therefore, especially for tech-based companies, these criteria might not be suitable for assessing the attractiveness of a 

market segment.   

 

4.2.4 Assign weights to selected market segment selection criteria  
It is essential to assign weights to these selected criteria. The assignment of weights is important, as information provided by 

every criterion might not be equally important for the decision-making process regarding the selection of market segments 

(Sarabia, 1996). Consequently, by assigning weights to the selection criteria, organizations recognize the relative importance 

of specific selection criteria compared to others in defining a particular market segment as promising (McDonald & Dunbar, 

2004). Furthermore, as mentioned in the pre-screening paragraph, the interviewees confirmed that some selected criteria are 

more relevant than others. 

 

4.2.5 Evaluate market segment selection criteria  
Within this step, the selected market segment selection criteria are evaluated. As mentioned, these criteria will assess the 

market segments in terms of attractiveness. The level of detail of the analysis of the criteria should depend on the reason for 

segmentation and the personal preference of the organization (Freytag & Clarke, 2001). After evaluating a market segment 

based on the selected criteria, it can be decided whether it is attractive enough. If a market segment is perceived as attractive, 

the fit between the segment and the organization can be examined within the next step. If the segment is not perceived as 

attractive, the market segment can be rejected.  

 

4.2.6 Fit between market segment and organization 
When a market segment is perceived as attractive, it might still occur that it does not suit the company. Therefore, focusing 

on the market segments' attractiveness and whether an organization can successfully exploit the promising market segments 

is essential. Hence, within this final step of the framework, whether the organization and market segment are a match will be 

analyzed. Consequently, the second design proposition will be embedded within this step: (C) In order for tech-based 

businesses to overcome market segment selection questions, (I) the created market segment selection artifact 

should be used to (O) select the right market segments (M) by examining the suitability of the organization with the 

analyzed market segment(s). To explore the fit between the organization and market segment, Barringer & Ireland (2010) 

have suggested four areas that can determine this fit. These areas are product/service, market/industry, organization and 
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financing. The external dimension, market/industry, has already been discussed in the abovementioned paragraphs. 

Therefore, the focus within this paragraph will be on the remaining dimensions that can be used as a guideline to examine the 

relevant internal factors regarding the selection of market segments.  

 

First, the dimension product/service focuses on whether the offered product/service is in demand in a particular market 

segment (Nielsen et al., 2017). Therefore, examining the fit between product/service and market segment is relevant. As 

previously mentioned, high-tech businesses quite often introduce new products. However, these newly introduced products 

are less likely to be in demand by existing markets, for example, immediately (Moore, 2014). A tech-based business also 

confirmed this during one of the interviews, who mentioned that they had a great product, but the market was not ready for it 

yet. Therefore, it did not work out. Furthermore, it is essential to consider that for tech-based businesses, customer needs 

change rapidly within high-tech markets (Slater et al., 2007). Consequently, a high-tech business must believe that its product 

will be able to adapt to these changing needs within a market segment. 

 

Second, within the organization dimension, multiple organizational facets are discussed. Within this dimension, emphasis was 

placed on the human factor by Hindle et al. (2007). In this case, the human factor discusses people's skills and attributes 

within an organization (Nielsen et al., 2017). This aligns with the theory of Cortez et al. (2021), which mentions that an 

organization’s capabilities should match a market segment. For tech-based businesses specifically, it is critical to consider the 

technological capabilities of a firm (Acosta-Prado et al., 2014). Technological capabilities are dynamic capabilities that support 

firms in exploiting technological opportunities (Teece, 2007). First, these capabilities allow organizations to search, recognize, 

organize, apply and commercialize innovative products and services (often found in tech-based businesses) (Chang et al., 

2012). Second, these capabilities enable companies to use resources to obtain a competitive advantage (Bustinza et al., 

2019). Third, technological capabilities leverage external resources to reduce risk within breakthrough innovations (Chen et 

al., 2014). An overview of relevant technological capabilities can be found in figure 6. 

 

 
Figure 6: Technological capabilities (Acosta-Prado et al., 2014, p. 31) 

Besides the human factor, an organization's assets (also intangible assets like relationships and image) could be considered 

when examining the fit between the market segment and the organization (Freytag & Clarke, 2001). Furthermore, the 

organization dimension also tries to answer how the entrepreneur should organize himself to reach customers, which aligns 

with the strategy being a factor within the organization dimension (Nielsen et al., 2017). To conclude, the human factor, the 

strategy and the assets can be analyzed within the organization dimension.  

 

Finally, the financing dimension examines whether there is a fit between the required financial assets to enter a market 

segment and the available financial assets (Nielsen et al., 2017). It could be that a market segment is attractive and aligns 

with the organization and its product. However, if the financial assets required to enter the market are unavailable within the 

organization, selecting that particular market segment is still not recommended. As mentioned multiple times, investments in 

R&D before entering a market segment can be significant for tech businesses (Manez et al., 2009). Consequently, this could, 

for example, be a financial obstacle that considerably increases the financial assets required to enter a market segment.  

 

Interview data generally confirms the abovementioned criteria to examine the fit between organization and market segments 
(see data structure in appendix 5 or 6). First, multiple organizations have emphasized studying the match between market 
segments and products, activities, or technologies. These findings confirm the importance of the product/service dimension 
mentioned by Nielsen et al. (2017). Second, within the aggregate dimension fit between the organization and market segment 
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(mentioned in the data structure), it is also said that there should be a match between market segment and resources, market 
segment and human factors and market segment and strategy. This resembles the organization dimension mentioned in the 
previous paragraph. Finally, multiple organizations have also said it is vital to examine whether there is a fit in financial 
resources and entering a market segment, which aligns with the financing dimension.  
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5. Demonstration 
Within this chapter, the demonstration step will be discussed. This step entails the demonstration of the created market 

segment selection artifact within a research setting. First, the goal of this step will be explained. Next, the execution of each 

step will be discussed. This chapter discusses the following four market segments: Defense & Security, Test & Measurement, 

Medical and High-tech systems. Business X previously decided to focus on these segments and wants to examine whether 

these decisions can be justified. Therefore, the analysis within this chapter will form advice for the firm and will not contain the 

actual decision to target the segments or not.    

 

5.1 Goal 
The fourth step of the framework entails the demonstration of an artifact. Consequently, within this step, the use of the artifact 

is demonstrated to help solve (certain instances of) the research problem. The use of the artifact can be demonstrated in 

different research settings like an experiment, a case study, a simulation or other relevant activities (Peffers et al., 2007; Vom 

Brocke et al., 2020). Furthermore, the researcher must know how to use the artifact to solve a problem (Peffers et al., 2007). 

Consequently, the goal of this step is to demonstrate the practicality of the market segment selection artifact for tech-based 

organizations created in the previous chapter in a research setting, which in this case is at a tech-based organization.   

 

5.2 Pre-screening of market segment 
During the pre-screening, the analysis of previous experiences and the analysis of critical variable(s) will be conducted. For 

both sub-steps, the methodology will be discussed and the results will be formulated. After this step, it should be possible to 

get a preliminary indication of whether the market segments have potential.  

 

5.2.1 Analysis of previous experiences 
For the analysis of the previous experiences in the market segments, six semi-structured interviews were conducted with the 

competence officers of Business X. Semi-structured interviews were picked as a method for the same reasons as the ones 

mentioned for the other interviews conducted in previous chapters. These reasons were that this type of interview ensures 

that relevant topics and questions are discussed and allows the interviewer to be flexible about spontaneously emerging issues 

(Qu & Dumay, 2011; Doody & Noonan, 2013). The competence officers have been chosen to interview as these employees 

know at what projects the core competencies, that mainly form the services of Business X, have been applied (successfully 

or not). Furthermore, the firm emphasized the importance of matching capabilities/competencies with the market segments. 

Therefore, these interviews will also be relevant for the final step of the framework. Nevertheless, this step will focus on 

whether the experiences within the examined segments were positive. The interview guide can be found in appendix 7 (or 8 

for translated version). 

 

During the interviews, the first thing that stood out was that most competence officers mentioned that their competence had 

been applied in the High-tech systems segment (especially industrial High-tech systems). Furthermore, based on the 

interviews, the firm has much experience within the Test & Measurement segment. In contrast, it has some experience in the 

Medical and the Defense & Security segment. The competence officers were generally positive about the projects in the 

market segments. Most of the time, it was mentioned that the firm could successfully complete the projects within examined 

segments. According to the competence officers, when a competence has yet to be applied in a market segment, it is possible 

to do so in the future with the current competence base. Only one of the officers mentioned that it was difficult to determine 

whether the Defense & Security segment aligns with his competence. However, this was mainly because he was uncertain 

what is required for D&S projects regarding his competence.  

 

Furthermore, it was also asked whether differences existed among the market segments concerning applying competencies 

during projects. One of the things that the competence officers mentioned is that more standards and requirements were 

involved, especially in the Medical and Defense & Security segments. These requirements and standards are necessary within 

these sectors as they are safety-critical segments (especially Medical). The competence officers explained that this does 

cause extra work for the firm. Furthermore, in the perception of most officers, demand for complex and specific electronics 

applications, which Business X provides, was primarily found in the High-tech systems segment compared to the other 

segments. To conclude, experiences in all four segments were positive in general. The company did not face any gaps within 

the segments that could not be bridged and customer cooperation was also experienced positively. Moreover, based on these 
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previous experiences, the organization expects to be able to serve all examined segments. However, most officers still expect 

the demand for their competencies to be highest within the High-tech systems market (and sometimes the Test & 

Measurement segment). Nevertheless, when projects in the remaining segments emerge, the firm is expected to be able to 

complete them successfully, according to the competence officers.  

 

5.2.2 Analysis of critical variable(s) 
To get a preliminary overview of the relevant market segments, Business X indicated that the R&D budgets are crucial to 

examine. For Business X, the R&D budgets of (potential) customers are critical. The company is highly involved in assisting 

organizations with the development of new products. Consequently, it tries to capture some of these R&D budgets to generate 

revenue. Therefore, Business X attempts to pursue market segments where customers have relatively large R&D budgets. 

As the company tries to generate revenue by supporting organizations regarding their research and development, it is crucial 

to determine what market segments contain relatively large R&D expenditures. Besides, R&D expenditure is also a relevant 

indicator of innovation (Dziallas & Blind, 2019). As Business X’s core activity is supporting other organizations with developing 

new products and technologies, this could be relevant to consider.  

 

Two methods have been applied to gather relevant data concerning R&D budgets within the market segments. First, multiple 

datasets from the OECD, Eurostat and domestic statistics agencies were applied. Within these datasets, data regarding 

business enterprise expenditures on R&D can be found per NACE code and country. NACE codes are used to distinguish 

economic activities (Eurostat, 2008). However, a problem during this analysis is that not all relevant countries provide the 

same amount of information concerning R&D expenditures. Therefore, it was challenging to compare countries with each 

other. Second, based on the annual reports of multiple organizations, an overview of the R&D intensity within the examined 

market segments has been created. The R&D intensity has been determined by dividing the R&D expenditures of an 

organization by their net sales. This method is limited because annual reports are mainly just shared by relatively large 

organizations. However, as Business X primarily targets rather large organizations, this limitation has less impact on the 

research.  

 

Within the analysis based on data from the OECD, Eurostat and domestic statistics agencies, it was possible to examine all 

relevant NACE codes for all the analyzed segments in at least one year (between 2017-2021) for four relevant countries. A 

relevant country is a country in which Business X is currently active or might be in the future. Furthermore, exploring the NACE 

codes of at least one segment in at least one year also for four countries was possible. Due to this low data availability, it can 

be challenging to generalize statistics. Nevertheless, in the examined countries, High-tech systems generally seemed to be 

the market segment containing the most significant R&D expenditures and Medical and Defense & Security the smallest. 

However, differences existed between the countries regarding R&D expenditures, which makes it diff icult to confirm these 

conclusions. The analyses can be found in appendix 9. 

 

Table 6 displays the results of the R&D intensity analysis. In the first column, the examined segments are mentioned. In the 

following four columns, the average R&D intensity, the trimmed average R&D intensity, the average R&D intensity of only 

organizations with headquarters in Europe, and the trimmed average R&D intensity of only organizations with headquarters 

in Europe can be found for 2022 per market segment. The same calculations are displayed in the remaining four columns but 

for 2021. The trimmed averages are calculated to examine whether outliers influence the results. Furthermore, the trimmed 

average is calculated by excluding the maximum and minimum values during the average calculation. Finally, for each 

segment, a row containing the sample size has been added (N). The results per market segment can be found in appendix 

10. 
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Table 6: Analysis R&D intensity 

The table shows that the Test & Measurement segment has the highest R&D intensity among the analyzed segments. 

However, it should be considered that this segment also has the lowest sample size due to lower data availability. 

Nevertheless, organizations within the market segment mostly have a good R&D intensity. Furthermore, the Medical segment 

also has a high R&D intensity, with statistics ranging between 9% and 10%. The Defense & Security and High-tech systems 

have the lowest R&D intensity. Nevertheless, the results can still be perceived as high. However, within the Defense & Security 

segment, it is first essential to notice a substantial difference between the statistics of the Defense and the Security segment. 

The R&D intensity in the Security segment seems considerably higher than in the Defense segment. Second, the statistics of, 

especially the Defense segment contain significant differences between the average R&D intensity and the trimmed average 

R&D intensity. For example, the average R&D intensity in 2022 in the Defense segment is 7.7% and the trimmed average 

R&D intensity is 6.1%. Consequently, a difference of 1.6% in the average R&D intensity occurs when the minimum and 

maximum values are excluded in the calculation for the specific segment. Therefore, outliers influence the statistics of the 

segment. This finding can be confirmed when looking at the individual statistics of the segment (see appendix 10). The analysis 

shows two values remarkably higher than the other values (22.7% & 37.4%). When not only the minimum and maximum 

values are excluded but also the second largest and lowest values, the average in the segment would drop to 5%, which is 

2.7% below the normal average. Consequently, it can be concluded that the Defense segment has a relatively low R&D 

intensity compared to the other segments.  

 

Besides examining the R&D budgets, it is also essential to analyze what part of the R&D activities of organizations is (partially) 

outsourced. When organizations do not outsource R&D activities, no external parties are involved in developing the new 

product/technology by that organization. As Business X generates revenue by supporting organizations with R&D, some of 

the R&D activities must be at least partially outsourced (through co-development, for example). Specific data per segment 

regarding the outsourcing of R&D is unavailable. However, to still get an indication of the R&D outsourcing behavior of 

organizations, more general data obtained from scientific studies will be applied. 

 

First, research has been conducted in Spain regarding the R&D outsourcing behavior of organizations considering the level 

of technology and the size of that organization (see table 7) (Anon Higon et al., 2018). Business X mainly tries to target large 

high-tech organizations. For this category, 16.95% of organizations have internal R&D, 10.43% only have external R&D, 

63.03% have internal and external R&D, and 9.58% have no R&D activities. Consequently, around 73% of organizations 

within this category (at least) partially outsource R&D activities. Furthermore, the research also shows that larger firms are 

involved in R&D activities more often than smaller firms and that high-tech firms are more involved in R&D activities than low-

tech firms (Higon et al., 2018). Second, in Germany, research has also been conducted regarding the R&D behavior of 

organizations. In this study, the R&D behavior of specifically innovative firms has been examined. Of the examined innovative 

firms, 66.4% apply joint development in R&D cooperations to create new products/technologies. Furthermore, 9.9% of firms 

fully outsource R&D projects (Kroll & Schnabl, 2014). Moreover, it has also been found that in Germany, company size and 

degree of technology affect the R&D outsourcing behavior of firms, as larger companies are more likely to outsource R&D 

compared to smaller organizations and high-tech firms are more likely to outsource R&D compared to low-tech firms (Rammer 

& Schubert, 2016).  
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Table 7: R&D outsourcing in Spain (Anon Higon et al., 2018, p. 564) 

To conclude, it is difficult to determine the outsourcing behavior per examined market segment, as no data per segment is 

available. However, almost every NACE code reviewed to analyze the market segment is classified as at least medium-high-

tech, while only one NACE code is labeled as medium-tech (Eurostat, 2022). Therefore, the two studies discussed above can 

at least indicate that there will be a degree of outsourcing or collaboration regarding R&D within the examined market 

segments. Furthermore, multiple studies confirmed that large high-tech firms mainly apply (partial) R&D outsourcing. This is 

the primary type of organization that Business X tries to target.  

 

5.2.3 Conclusion potential 
Based on the pre-screening results, all four segments have enough potential to go to the next step of the framework. According 

to the competence officers, Business X had many positive experiences within the High-tech systems segment. Hence, it is 

expected that the firm can indeed serve the segment. This segment also scores high on the analysis of the R&D budgets. 

Therefore, this segment shows high potential. Test & Measurement also has good potential. The organization has a good 

number of positive experiences in this segment and it is expected that the firm can serve the segment in the future as well 

based on these previous experiences. Furthermore, the segment scores the highest on R&D intensity and R&D expenditures 

also are sufficiently present in the segment based on data from the statistics agencies. Hence, the segment has a good 

potential based on the pre-screening. In the Medical segment, Business X has some experience. In general, these 

experiences were positive and it was also expected that the firm could serve the segment with its competencies. The R&D 

intensity in the segment is also relatively high. However, the R&D expenditures within the segment differ per country and 

should be monitored. Nevertheless, the segment has enough potential to go to the next step of the framework. The Defense 

& Security segment has the least potential based on the pre-screening. The R&D intensity within, especially the Defense part 

of the segment, is relatively low compared to the others. However, the Security segment has a higher R&D intensity that is 

comparable to the other segments. Based on the data from the statistics agencies, the R&D expenditures in the segment are 

relatively low in most countries. However, as mentioned, only some countries could be analyzed due to a lack of data in some 

countries. The experiences with the projects in the segment were positive, though, and the firm expects to be able to execute 

projects in the segment in the future as well. To conclude, the potential of the Defense & Security segment is the lowest, but 

still acceptable enough to go the next step, as the R&D intensity of especially the Security segment has promise and the firm's 

experience within Defense & Security has also been good.   

 

5.3 Evaluation of market segment 
In this second step of the framework, the relevant market segments will be examined based on attractiveness. First, relevant 

criteria that can be used to assess the attractiveness of the market segments will be selected. Second, weights will be assigned 

to the criteria to indicate what criteria impact the attractiveness of a market segment the most. Finally, the criteria will be 

evaluated. After finishing this step, the organization should be able to determine whether the market segments are attractive.  
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5.3.1 Selection of market segment selection criteria 
The first step of the instrumental evaluation phase entails the selection of market segment selection criteria. Based on the 

selected criteria, organizations should be able to get an overview of the attractiveness of a market segment. As all 

organizations face different situations, the attractiveness criteria must be decided by the organization itself (Dolnicar et al., 

2018). Consequently, within this thesis, the applied market segment selection criteria have been selected in collaboration with 

Business X. First, the criteria have been selected together with a business developer of the organization. Second, the selected 

criteria were discussed with the management to ensure that the strategical layer of the firm agreed upon the selected criteria 

and that no criteria were missing.  

 

The criteria that have been selected are R&D budgets (which has been examined in the pre-screening step as a critical 

variable), innovation rate, profit margins and company size. The criterium innovation rate entails the innovation frequency of 

the organizations within the examined market segment. Business X mentioned that this criterion is relevant as it is highly 

involved in supporting organizations with developing new products and technologies with its applications. Consequently, when 

there is much innovation in a market segment, organizations in that segment likely develop new products and technologies. 

This might lead to a higher availability of projects for Business X.  

 

The profit margin of organizations within a market segment is also relevant. The company mentioned that it tends to focus on 

developing advanced applications that ensure high performance rather than on having the lowest prices. Consequently, it was 

explained that the firm occasionally collided with customers with relatively low profit margins because more emphasis was 

placed on getting lower prices instead of getting applications of the high-performance quality that Business X tries to provide. 

The theory also explains that a low gross profit margin could indicate that organizations cannot cover costs outside the cost 

of goods sold (Nariswari & Nugraha, 2020). As mentioned, the revenue of Business X is mainly generated by supporting 

organizations concerning the R&D of new products. Therefore, a considerable amount of revenue originates from customers' 

R&D expenditures. However, when an organization has a relatively low gross profit margin, it might indicate that the firm also 

has relatively low flexibility regarding R&D expenditures (as it are costs outside of the cost of goods sold). Consequently, 

these organizations might focus more on getting a low price than getting a product of a high quality. Therefore, organizations 

with a relatively high profit margin might be more attractive to Business X. Because of this, the profit margins within a market 

segment are relevant to determine the attractiveness of market segments for Business X.  

 

Finally, company size has been selected as a criterion. Business X considers this criterion relevant as the firm’s applications 

require substantial financial resources. Consequently, the organization discovered it was difficult to do business with relatively 

small organizations, as they possess fewer financial resources to buy the firm's applications. Hence, for Business X, the focus 

is on targeting organizations of similar size or larger with the resources to acquire the firm's applications. Besides, research 

has pointed out that large organizations spend more on research and development and apply outsourcing of R&D more often 

(Higon et al., 2018). As previously mentioned, R&D expenditures and R&D outsourcing are crucial for Business X. As the 

organization focuses on large organizations (or at least organizations of similar size), the size of businesses within the market 

segments also influences the market size in terms of the number of potential customers.  

 

5.3.2 Assign weights to the selected criteria 
After relevant market segment selection criteria have been identified and selected, it is essential to determine whether relative 

differences in importance exist among the variables. This is important because a criterium might have a relatively more 

significant impact on the attractiveness of a market segment than another criterium (Dolnicar et al., 2018). A discussion with 

the management has been organized to determine the relative importance of the selected criteria. During this meeting, it was 

debated whether there were any differences between the importance of the criteria selected in the previous step.  

 

The criteria selected in the previous step and discussed with the management are innovation rate, R&D budgets, profit margins 

and company size. The selected criteria were all perceived as relevant and impactful on the attractiveness of the market 

segments. However, it was mentioned that the company size and R&D budgets (which has already been mentioned as a 

critical criterium) were a bit more essential than the others. It was said that doing business with small companies is challenging 

because of a lack of financial resources. Consequently, a lack of large organizations within a market segment would drastically 

decrease the attractiveness of a segment for Business X. Furthermore, R&D budgets in a market segment are also critical for 

Business X. As mentioned, a large share of the organization’s revenue has its origins in R&D budgets of its customers. 
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Consequently, the R&D budgets within a market segment largely determine how much revenue can be generated in a segment 

for the organization. Therefore, the attractiveness of a market segment is heavily impacted by the R&D budgets of 

organizations within a segment for Business X.  

 

5.3.3 Evaluation of selected market segment criteria 
The final step of the evaluation of the market segments is the actual evaluation of the selected criteria. In this step, the 

attractiveness of each segment will be determined based on the evaluation of the selected criteria. Per criter ium, the 

methodology for analysis will be discussed first. Next, the results per criteria will be addressed. Finally, a conclusion concerning 

the segments' attractiveness will be drawn based on the findings.  

 

Innovation rate 

Business X focuses on customers who possess a certain degree of innovation. Therefore, it is vital to get an indication of the 

innovation rate within examined market segments. An indicator that can be applied to measure innovation is exploring the 

intellectual property of, in this case, market segments (Dziallas & Blind, 2019; Adams et al., 2006). To examine the intellectual 

property within a market segment, data regarding patents can provide insights (Dziallas & Blind, 2019). Within this thesis , 

patents will also be utilized as an innovation measure. The main reason for this choice is the higher availability of relevant 

patent data compared to other intellectual property indicators like trademarks and copyrights.  

 

Data from the OECD has been utilized to indicate the patent behavior of organizations within a market segment. The OECD 

has provided an overview of the number of patent applications to the European patent office per IPC per country. The IPC is 

the international patent classification used to distinguish patents based on the different areas of technology to which a patent 

can be assigned (WIPO, n.d.). Consequently, the first step of the analysis was to identify the relevant IPC codes per market 

segment. This has been executed by examining the (expected) activities of Business X within the analyzed market segments 

and comparing these with the activities mentioned in the IPC codes. Second, the patent applications to the EPO per relevant 

IPC code per country have been gathered to create an overview of the patent applications per market segment. Eleven 

countries have been analyzed within this step. These countries are again either selected based on previous experiences of 

Business X within the country or on willingness to enter the country in the future. Third, the percentage of applications to the 

EPO within a market segment compared to the total applications within a country has been calculated to compare the number 

of patent applications per market segment among the countries. Finally, to generalize the findings for Business X, the average 

and the trimmed average of the patent applications within a market segment per country as a percentage of the total patent 

applications within a country have been calculated. To generate this average, data from ten of the eleven countries has been 

included. One country has been excluded as the total number of patent applications was too small. Therefore, the percentages 

are likely to be less reliable. Table 8 displays the table with the (trimmed) average percentages.  

 

 
Table 8: Analysis patent applications 
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As shown in the table, the average percentage of patent applications within a market segment compared to the total patent 

applications within a country is the lowest for the D&S segment and the highest in the other segments based on the type of 

average and the year. Furthermore, the average percentages of T&M, MED and HTS are relatively close. However, the 

average and trimmed average percentages of D&S are considerably lower than those of the other segments. The relatively 

low number of patent applications could indicate less innovation activity within the segment. However, not all innovations are 

patented and patenting behavior also depends on a company's strategy (Dziallas & Blind, 2019; Arundel & Kabla, 1998). For 

example, patents are applied to improve a company’s competitiveness (Dziallas & Blind, 2019). However, the Defense & 

Security segment contains a larger share of public organizations than the others. Organizations within the public sector usually 

do not pursue the goal of profit maximization, which often is the goal set by organizations within the private sector . 

Consequently, public organizations might perceive the improvement in the competitive position obtained by applying for a 

patent as unnecessary.  

 

Furthermore, the outliers found in the statistics per country might be quite insightful for Business X. An outlier in this analysis 

entails a value concerning a market segment in an individual country considerably different from the average percentage 

mentioned in the table above. An outlier substantially higher than the average percentages mentioned above might indicate 

an exciting market for the company. For example, the percentage of patent applications to the EPO within the Medical segment 

within the Netherlands is swerving between 13,1% and 15,8% between 2016 and 2020. This might indicate that the innovation 

rate within this segment is relatively more prominent in the Netherlands than the innovation rate of the segment in other 

analyzed countries, as the table displays that the average percentage of patent applications to the EPO in the Medical segment 

is swerving between 5.7% and 6.9%. An outlier for the Test & Measurement segment can be found in Switzerland, where the 

percentage of patent applications within the segment compared to the total applications in the country fluctuated between 

12,8% and 14% between 2016 and 2020. For High-tech systems, the analyzed percentages are the highest in Austria, where 

a fluctuation between 8,5% and 9,6% can be found between 2016 and 2020. Finally, the highest percentages of Defense & 

Security can be found in Norway, with the values swerving between 2,7% and 4,9% in 2016-2020. The analyses of the 

innovation rates per country can be found in appendix 11. 

 

Profit margins 

As mentioned, Business X focuses on organizations with a relatively high profit margin. Therefore, examining the average 

profit margins within the studied market segments is relevant. Like one of the methods applied to the analysis of R&D budgets, 

the study of the gross profit margin is based on data acquired from annual reports of organizations operating within the 

analyzed market segments. Therefore, the same limitation as in the R&D budgets paragraph occurs: only large organizations 

are included. However, as mentioned, Business X mainly tries to target large organizations. Therefore, this limitation is not 

impeding the analysis too much. The analysis's first step is calculating the relevant organizations' gross profit. The formula for 

this calculation is net sales - cost of goods sold (Nariswari & Nugraha, 2020). Second, the gross profit margin of the 

organizations will be calculated by dividing the gross profit by the net sales (Naraswari & Nugraha, 2020). Third, the (trimmed) 

average gross profit margin per market segment will be calculated by taking the average gross profit margins of the examined 

organizations within a market segment.   

 

As shown in table 9, the gross profit margin within Defense & Security seems relatively low compared to the other segments. 

However, the segment has been split into two subsegments, as the average gross profit margins between these subsegments 

seem different. When looking at the subsegment Security, it can be concluded that the calculated margins are more like the 

calculated margins of the other segments. However, the average margins of the subsegment Defense seem considerably 

lower than the other segments. Furthermore, T&M and MED have the highest profit margins. High-tech systems also still has 

an adequate average profit margin. When looking at the spread concerning the profit margins within the segments, the spread 

seems low in HTS and T&M. This means that most organizations generally have a profit margin relatively close to the average. 

The spread is the highest in the Medical sector. This means that, in general, the profit margin of the individual organizations 

is relatively a bit further away from the average compared to the other segments. Consequently, this could indicate that the 

profit margins of organizations within the segment differ more. The analyses of the different individual market segments can 

be found in appendix 12. 
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Table 9: Analysis profit margins 

Customer size 

As mentioned, Business X mainly targets organizations of comparable size or larger as customers. Consequently, an overview 

of businesses per market segment per size class might provide valuable insights for the company concerning market size.  

 

Data from the OECD will be applied to create an overview of businesses per size class for each relevant market segment. 

The OECD provides an overview of businesses per size class per NACE code. As mentioned, NACE distinguishes economic 

activities (Eurostat, 2008). The first step of the analysis is assigning the relevant NACE codes to the examined market 

segments. Next, an overview of the number of businesses per size class will be created per country for each market segment. 

Finally, a conclusion will be drawn concerning the number of large organizations within the market segments.  

 

In table 10, an overview of the businesses and corresponding size classes can be found. The table indicates per market 

segment how many companies can be found per size class. The columns containing absolute numbers explain the number 

of businesses per size class per market segment. The size classes in the table are businesses with more than 250 employees, 

between 50 and 249 employees, between 20 and 49 employees, between 10 and 19 employees and between 0 and 9 

employees. As Business X prefers to target large organizations, the number of businesses within a market segment containing 

250+ employees or between 50 and 249 employees is most relevant.  Furthermore, the percentages columns explain what 

percentage of companies within a market segment have more than a certain number of employees.  

 

 
Table 10: Analysis customer size 

As displayed in the table, High-tech systems contains by far the most businesses with more than 250 employees. The other 

segments have a relatively similar number of companies with more than 250 employees. However, the column “%>250 

employees” explains that the number of firms with more than 250 employees is a relatively small percentage of the total 

number of businesses within the Medical segment compared to the other segments. The column “50-249 employees” shows 

that the number of enterprises within D&S, T&M and MED containing between 50 and 249 employees are also quite similar. 

Again, the High-tech systems segment has by far the most companies between 50 and 249 employees. Also, HTS has the 

highest density of businesses with more than 50 employees according to the column “%>50 employees”. The Medical segment 

relatively also (by far) has the lowest percentage of businesses with more than 50 employees compared to the other segments. 

This indicates that the volume of SMEs is likely to be relatively high compared to the other segments. However, the absolute 
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numbers are likely to be more interesting for Business X, as these numbers give a broad indication of the availability of potential 

customers within the market segments. To conclude, High-tech systems seems to be the most attractive segment regarding 

the criterium company size. The analyses per country can be found in appendix 13. 

 

5.3.4 Conclusion attractiveness 
For the analysis of the attractiveness of the market segments, conclusions will be drawn per market segment. These 

conclusions will be drawn based on the results of the evaluated criteria. The results of the R&D budgets, which already have 

been identified in the pre-screening step, will also be included.  

 

D&S  

The Defense & Security segment seems to be the least attractive market segment based on the selected criteria. The segment 

scores the lowest of the four segments on innovation rate, R&D budgets and profit margins. When the results of the criterium 

company size, which resembles the market size in number of organizations, are examined, the segment shows similar 

numbers to the other segments (besides HTS). Within this analysis, a fair number of large organizations are present in the 

segment, which is positive for Business X. However, when the other criteria are also considered, many of these organizations 

likely do not fit the firm. As mentioned, the segment scores relatively low on profit margins. Consequently, many businesses 

within the segment probably have low profit margins. As mentioned, Business X explained that it is more difficult to do business 

with firms with low profit margins. Furthermore, R&D budgets are also relatively low in the segment. As the R&D budgets 

indicate revenue that Business X can generate in a segment, the relatively low R&D budgets in Defense & Security will likely 

decrease the segment's attractiveness. Finally, the low innovation rate in the segment might indicate that the frequency of 

organizations introducing new products might be relatively low. Nevertheless, it should be considered that the Defense 

subsegment heavily influences profit margins and R&D intensity. When the D&S segment is split into Defense and Security 

separately, the Security segment shows statistics similar to the other segments concerning profit margins and R&D intensity, 

for example.  

 

To conclude, the attractiveness of the D&S segment is not very high, especially when compared to the other segments. 

Therefore, there might be reason to decide not to focus on the segment. There might still be some interesting projects available 

for the organization, but the analysis indicates that it is unlikely that the segment will provide large numbers of projects. 

However, as mentioned, Business X is already active within the segment. Therefore, this thesis should advise Business X on 

whether targeting this market segment makes sense. Based on the advice, the firm's management will decide whether 

strategic actions will be taken. Therefore, even though the attractiveness of the segment is debatable, the segment will go to 

the next and final step of the framework. 

 

T&M 

The Test & Measurement segment is a pretty attractive segment based on the selected criteria. When looking at the company 

size criterium, the segment shows a fair number of (large) organizations. Furthermore, the segment scores relatively well on 

the R&D budget criterium. In most countries, the R&D expenditures are decent concerning Test & Measurement and the 

segment scores the highest on R&D intensity. Moreover, T&M and the Medical segment score the highest on profit margins. 

For Business X, this is pivotal as the firm's applications focus on quality rather than providing the lowest price possible. 

Consequently, a relatively high profit margin will cause less friction between customers and Business X and smoother 

cooperation. Finally, the segment also scores high on innovation rate. This could indicate that new products are introduced 

quite frequently within the segment. As Business X supports organizations developing new products, this will likely positively 

impact the segment's attractiveness. 

 

To conclude, the Test & Measurement segment seems quite attractive. Based on the analysis, a fair number of exciting 

projects and customers are expected to be found within the segment. Therefore, Business X could achieve success in Test & 

Measurement. Thus, analyzing the fit between this segment and Business X and proceeding to the final step of the framework 

would make sense.  

 

MED 

The Medical segment is decently attractive based on the selected criteria. The company size criterium shows a good number 

of (large) organizations. Furthermore, the average profit margin within the segment is high. This is relevant as the applications 
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of Business X focus on quality rather than providing a low price. Consequently, a relatively high average profit margin is 

expected to reduce the friction between Business X and customers concerning price agreements. Furthermore, the segment 

scores well on innovation rate. This might indicate that innovative products are introduced frequently within the market 

segment. As Business X supports organizations in developing new products, this positively impacts the segment's 

attractiveness. Moreover, the R&D intensity of the Medical segment is also relatively high, which indicates a high degree of 

innovation within the segment. However, as mentioned in the pre-screening step as well, the R&D expenditures in the segment 

are relatively low. For Business X, the R&D expenditures/budgets of organizations within a market segment are pivotal, as 

these expenditures are a crucial source of revenue for the firm. Therefore, the low R&D expenditures will likely negatively 

impact the segment's attractiveness. Nevertheless, it should be considered that the R&D expenditures were only thoroughly 

examined for four countries and the segment scores relatively well on the other criteria.  

 

To conclude, the Medical segment is decently attractive. It scores high on most criteria besides R&D expenditures. However, 

the R&D expenditures/budgets are pivotal for Business X, as mentioned in the assignment of weights and pre-screening. 

Therefore, the relatively low R&D expenditures will likely impact the segment's attractiveness. Nevertheless, as the segment 

scores well on the other criteria, it is expected that at least some success can be achieved within the segment. Therefore, the 

segment is certainly attractive enough to go to the final step of the framework. 

 

HTS 

Based on the selected criteria, the High-tech systems segment is attractive for Business X. The criterium company size, which 

is critical for Business X, shows many (large) organizations within the segment (compared to the other segments). 

Furthermore, when looking at the R&D budgets, which are also critical to Business X, the segment scores high as well. 

Regarding R&D expenditures, the segment scores the highest. Furthermore, the segment scores well on the R&D intensity 

as well. Therefore, the segment scores great on the criteria perceived as most crucial within the assign weights step. The 

large availability of large organizations and relatively high R&D expenditures within the segment indicate a high potential for 

large revenues within High-tech systems. Moreover, the segment also scores high on innovation rate, meaning new products 

are introduced frequently within the market. Finally, a good profit margin can also be found within the segment, with an average 

gross profit margin of about 40%. 

 

To conclude, the High-tech systems segment is the most attractive market segment for Business X. The segment scores 

excellent on the most important criteria and good on the remaining ones. Therefore, many exciting customers and projects 

are expected within the segment. Consequently, the High-tech systems segment can proceed to the framework's final step.  

 

5.4 Fit between market segment and organization 
In the final step of the framework, the fit between the organization and the market segments will be examined. The framework 

explains that three relevant areas can be analyzed to study this fit. These areas are fit between product/service and segment, 

fit between organizational factors and segment and fit between financing and segment. However, Business X indicated that it 

is most important to focus on whether the product/service (in the case of Business X applications) aligns with the segments 

and the capabilities/competencies (which is a part of the area fit between organizational factors and market segment) align 

with the segments. The financing part is perceived as less relevant by the organization and will not be mentioned in this 

analysis. 

 
5.4.1 Fit product/service and market segment 
Business X is an electronic design house focusing on customer-specific electronics and embedded systems. Within these 

services, emphasis is placed on advanced applications for developing high-performance and reliable products. Furthermore, 

the solutions created by Business X tend to focus on mission-critical applications. Mission-critical applications entail systems 

“that in the presence of failures or degradation, can lead to property damage, reputation damage as well as to prevent the 

main task from being completed” (Mattos et al., 2021, p. 2). Consequently, it can be concluded that the organization focuses 

on creating mission-critical advanced electronic applications.  

 

Thus, to match the applications of Business X with the examined market segments, it is relevant that products within the 

analyzed segments possess the following requirements: 

• Mission-critical applications 
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• Advanced applications 

• Electronics involved 

 

To examine if the products/services of Business X align with the relevant market segments, it will be analyzed whether the 

products within the segments match the abovementioned requirements. The NACE code classification will be applied again 

to get an overview of what products/services can be found within the market segments. Therefore, what products can be found 

per NACE code per segment will be studied. A list of the products per NACE code is provided by Eurostat. Next, whether 

these products/services require electronics, are mission-critical and advanced will be indicated.  

 

D&S 

For the analysis of the Defense & Security segment, the following NACE codes have been examined : “Manufacture of 

communication equipment,” “Manufacture of electrical equipment,” “Building of ships and boats,” “Manufacture of air and 

spacecraft and related machinery” and “Manufacture of military fighting vehicles.” Business X has a relatively low fit with the 

NACE codes “Manufacture of military fighting vehicles” and “Building of ships and boats” as only a low degree of electronic 

applications are required in these codes (Eurostat, 2008). Next, there is a partial fit with the codes “Manufacture of 

communication equipment” and “Manufacture of electrical equipment.” A large part of these codes focuses on consumer 

electronics, which mainly contain less advanced applications (Eurostat, 2008). However, some relevant applications are 

present in both codes. The code concerning the manufacture of communication equipment contains relevant products like 

access control systems or other alarm systems, which are suitable for the Security segment (Eurostat, 2008). Furthermore, 

the code regarding electrical equipment contains relevant products for traffic control systems, which are also appropriate for 

the Security market (Eurostat, 2008). The code regarding the manufacture of space and aircraft and related machinery 

contains many relevant products. Products concerning avionics, space, and guided munitions seem relevant (Eurostat, 2008). 

Finally, a small part of a NACE code of the Test & Measurement segment can also be assigned to the Defense & Security 

segment instead of the Test & Measurement market. Relevant products in this code mainly focus on radar systems (Eurostat, 

2008). 

 

The limited fit between the applications of Business X and the NACE codes also has some consequences for the market size 

of the segment. When looking at the company size analysis of the attractiveness step (see table 10), it can be seen that the 

number of companies per NACE code is quite evenly spread for the 250+ and the 50-249 categories (besides the code 

“Manufacture of military fighting vehicles”). However, due to the low fit with the codes “building of ships and boats” and 

“Manufacture of military fighting vehicles” and the partial fit with the codes “Manufacture of communication equipment” and 

“Manufacture of electrical equipment,” it is expected that the number of relevant organizations in these codes will drastically 

decrease. Therefore, the market size of the Defense & Security segment seems to be affected by this analysis of the fit 

between applications of Business X and the market segment.  

 

T&M 

Within the Test & Measurement segment, the NACE code “Manufacture of instruments and appliances for measuring, testing 

and navigation; watches and clocks” has been examined. This code contains various products relevant to Business X in both 

the Test and the Measurement part of the segment. For the Test segment, test equipment is mainly appropriate (Eurostat, 

2008). For the Measurement segment, a wide variety of products that require advanced electronics that are mission-critical 

can be found (Eurostat, 2008). Examples of relevant products are systems for building automation or motion detect ion. As a 

good fit between the applications of Business X and the NACE code has been identified, the firm's applications are expected 

to align with the Test & Measurement segment. However, some of the products found in the code might be more relevant to 

other segments. For example, radar systems might be more appropriate for the Defense & Security segment and laboratory 

analysis equipment might be more suitable for the Medical segment. 

 

MED 

Within the Medical segment, two NACE codes were examined. These NACE codes are “Manufacture of irradiation, 

electromedical and electrotherapeutic equipment” and the NACE code “Manufacture of medical and dental instruments and 

supplies.” The applications of Business X fit well with the products of the first code. The products in this code contain products 

that require advanced electronics that are mission-critical (Eurostat, 2008). However, the fit with the other code is relatively 

low. Most products in this code do not require much electronics and are also mainly not very advanced (Eurostat, 2008). 
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Therefore, Business X's applications only partially fit with the Medical segment. Finally, as mentioned in the Test & 

Measurement segment analysis, some products like laboratory analysis equipment, mentioned in the NACE code of the test 

& Measurement market, might suit the Medical segment better.  

 

The limited fit with the code “Manufacture of medical and dental instruments and supplies” is expected to have detrimental 

consequences for the market size of the Medical segment. Again, when looking at the analysis of the company size in the 

attractiveness step, it can be seen that most of the companies in the Medical segment can be found in this NACE code. As 

Business X has a low fit with the products of this code, it is expected that the market size of the Medical segment will be 

drastically lower than mentioned in table 10.  

 

HTS 

The NACE codes examined within the High-tech systems segment are “Manufacture of machinery and equipment n.e.c.” and 

“Manufacture of electrical equipment.” The first NACE code consists of many different types of machinery and equipment 

(Eurostat, 2008). Within the attractiveness analysis of the previous chapter (where NACE codes have been applied for the 

criteria company size and R&D budgets), no distinction in data has been made for the different types of machinery and 

equipment by the statistical agencies. However, as machinery and equipment are pretty broad terms, it is critical to examine 

what types of machinery and equipment are included in the NACE code. First, the subsegments “Manufacture of metal forming 

machinery and machine tools” and “Manufacture of other special-purpose machinery” seem to be quite compatible with the 

applications of Business X (Eurostat, 2008). The subsegments contain the development of complex, specialized, mission-

critical industrial machinery requiring electronics. Second, the subsegments “Manufacture of general-purpose machinery” and 

“Manufacture of other general-purpose machinery” only seem to have a low fit as most products are less complex and mission-

critical (Eurostat, 2008). Finally, the subsegment “Manufacture of agricultural and forestry machinery” primarily contains the 

development of agricultural vehicles. Therefore, these activities require less electronics and are less relevant for Business X 

(Eurostat, 2008). However, the subsegment also contains some activities regarding manufacturing more industrial agricultural 

and forestry machinery, which suits the organization well. For the code “Manufacture of electrical equipment,” a small part 

concerning power control is relevant for Business X, as the products relating to power control fulfill the criteria of being 

advanced electronics that are mission-critical (Eurostat, 2008) 

 

For the High-tech systems segment, the fit between the applications of Business X and the products of the NACE codes of 

the segment also has consequences. Business X appears to have a good fit with a large part of the NACE code “Machinery 

and equipment n.e.c.” (and also a low fit with a substantial part of the code) and a partial fit with the code “Manufacture of 

electrical equipment.” When looking at the market size mentioned in the company size analysis in the attractiveness step, only 

a few companies can be found in the code concerning electrical equipment. Therefore, the partial fit with this code does not 

affect the market size too much. With the other code, a substantial part suits the applications of Business X and a considerable 

part does not suit the firm very well. However, as the number of organizations in the code is high, it is expected that there will 

still be a considerable market size available in the High-tech systems segment.  

 

5.4.2 Fit organizational factors and market segment  
Within the analysis of the fit between organizational factors and the market segments, focus will be placed on whether the 

competencies/capabilities of Business X align with the required competencies/capabilities of the market segments. These 

competencies and capabilities represent the knowledge and skills that the organization's workforce possesses. Competencies 

can be defined as “the capacity of the human being to meet complex demands, going beyond cognitive elements and functional 

aspects to include interpersonal attributes and ethical values (including skill, knowledge and attitude)”  (Kipper et al., 2021, p. 

2). The competencies that will be analyzed are FPGA, test systems, model-driven development, analog & mixed signal design, 

power & motion control and embedded software. Whether the competencies/capabilities of Business X align with the examined 

segments will be studied based on an analysis of suppliers providing relevant components for the competencies and 

interviews. As these are the same interviews as the ones in the pre-screening step, the characteristics of the interviews can 

be found in paragraph 5.2.1.  

 

Methodology analysis suppliers 

Within the analysis of suppliers, firms that provide relevant components used for applying the competencies will be studied. 

For each competence, five suitable companies will be analyzed (test systems four). The analysis aims to discover in what 
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segments specific components are applied per organization. As five organizations are examined per competence, trends might 

be found regarding where components relevant for executing a particular competence are applied. Consequently, as Business 

X also uses these components to develop their applications, an indication of the fit between the firm’s competenc ies and the 

studied market segments can be found when it is known where the parts are used. Moreover, the analysis will not solely focus 

on the segment level but will also consider the sub-segment level or sometimes even the product level. Hence, the analysis 

will also indicate the relevant subsegments per competence. For each match between the organization and the segment, the 

specific applications mentioned by the organization were examined in that segment. This way, it was possible to identify trends 

in applications within the segment on the sub-segment level or sometimes even on the product level.  

 

Results analysis organizations 

A general overview of the analysis results can be found in table 11. This table displays per competence in what segments 

specific relevant components are applied according to the studied firms. Furthermore, for every organization, it has also been 

examined in which subsegments (or for what products specifically) the competence has been applied. In the upcoming 

paragraphs, the results of these analyses (segment, subsegment and product level) will be discussed per competence.  

 

 
Table 11: Analysis fit competencies and market segments (segment level) 

FPGA 

Five organizations have been analyzed for FPGA to determine whether (and how) the competence is applied within the four 

relevant market segments. Table 11 shows that competence is frequently applied in all segments. When examining the 
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Defense & Security segment, all organizations use FPGA for Defense communication systems (like Milcom, Satcom, software-

defined radio). Furthermore, most of the studied firms apply the competence for radars, electronic warfare, various avionics, 

satellites and surveillance (which belongs more to the security segment). Within the Test & Measurement, four out of five 

organizations apply FPGAs. The main applications of these firms include solutions concerning automated test equipment, 

especially automated test equipment for semiconductors. Four organizations within the Medical segment also apply FPGA. 

All these organizations use FPGA for medical imaging. Furthermore, solutions for medical equipment concerning diagnostics, 

cardiac management and medical ventilators frequently occur among the firms. Finally, the entire studied sample utilizes 

FPGA in the High-tech systems. Among the organizations, a clear trend in applications can be found. Almost all firms apply 

FPGAs for industrial automation/smart manufacturing. Moreover, within this domain, a clear emphasis is put on PLCs, robotics, 

and machine vision.  

 

Test systems 

Four firms have been examined for test systems to decide whether (and how) the competence is applied within the relevant 

market segments. The organizations are active within the Defense and Security, Medical and High-tech systems markets. 

Table 11 shows that test systems are not applied in the Test & Measurement segment. However, this can be explained by the 

fact that there is considerable overlap between the competence test systems and the Test part of the Test & Measurement 

segment. In this case, test systems are not applied for test equipment. Nevertheless, test systems are also not used in the 

Measurement part of Test & Measurement (for example, for building automation). All four organizations studied have applied 

the competence test systems in the Defense & Security segment. All these organizations have used test systems for 

communication systems (e.g., Satcom, Milcom), satellites and radar systems. Furthermore, the competence has also been 

utilized by multiple firms for electromagnetic spectrum operations and electronic warfare. In the Medical segment, the 

examined sample all apply test systems for various medical devices. Most firms use the competence to test EMI/EMR/EMC, 

PCB and battery life within the medical devices domain. Finally, all organizations use the competence for semiconductor 

testing in the High-tech systems market. Examples of applications for semiconductor test systems include wafer tests, double 

pulse testing and I-V characterization. Moreover, most analyzed organizations also apply test systems for industrial machinery. 

A wide variety of applications are mentioned in this area, but data acquisition/management and asset monitoring are the most 

prominent.   

 

Model-driven development 

The competence model-driven development is widely applied among the segments Defense & Security, Medical and High-

tech systems. Furthermore, only one organization utilizes the competence in the Test & Measurement segment. Various 

applications exist within the Defense & Security segment for model-driven development among the organizations. The most 

common application of the competence in the segment is unmanned vehicles (especially UAVs). Furthermore, similar 

applications mentioned by at least two out of five organizations are avionics, landing gear, and guidance and navigation 

systems. The organization applying model-driven development in Test & Measurement uses the competence for automated 

test equipment and HVAC systems. Next, a trend concerning diagnostic devices exists in the Medical segment, as all the 

examined organizations apply model-driven development for this type of medical equipment. Moreover, most organizations 

also use the competence for medical imaging and surgical robots. Finally, the High-tech systems segment also contains many 

model-driven development applications. Most of the solutions mentioned in the analyzed sample are robotics and the 

design/engineering of industrial equipment (predominantly mechanical and electrical engineering). Furthermore, industrial 

automation also has a prominent role in model-driven development for High-tech systems. Some organizations mention 

industrial automation as a separate domain, while others explain it as a step of machine design.  

 

Analog & mixed signal design 

For analog & mixed signal design, five organizations have been examined. The competence is widely applied in all market 

segments. When looking at the Defense & Security segment, a clear trend exists in the Security part. All organizations have 

used analog & mixed signal design for surveillance applications. Furthermore, within the Defense market, the competence 

has been applied to various avionics, space and radar solutions. Analog and mixed signal design has also been applied in the 

Test & Measurement segment by four out of five organizations. All four organizations have used the competence for building 

automation. HVAC systems, gas sensors, and smart lighting are recurring solutions concerning building automation. 

Furthermore, two out of four organizations also mentioned applying analog and mixed signal design for various test equipment 

like automated test equipment, electronic test equipment and battery formation and test. In the Medical segment, a clear 
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pattern can be discovered. A large majority of the studied sample uses the competence for medical imaging. Furthermore, 

most organizations also use analog and mixed signal design for diagnostics devices and patient monitoring. Finally, in the 

High-tech systems segment, the application of the competence is evident. All organizations use analog and mixed signal 

design for industrial automation. Recurring topics within industrial automation among the organizations are PLCs, industrial 

LiDAR, condition monitoring, machine vision and motor control.  

 

Power & motion control 

The competence power & motion control is also widely applied among the four segments. When looking at the Defense & 

Security segment, applications that occur the most among the organizations are satellites (space), radar, communications and 

surveillance (security). Furthermore, solutions concerning guided munitions, UAVs, and military robotics have been applied 

by multiple studied organizations. In the Test & Measurement segment, four out of five firms have used power and motion 

control. The main application found among these organizations is building automation concerning HVAC systems. 

Furthermore, smart lighting applications were mentioned by two organizations, while test equipment and coordinate measuring 

machines were only mentioned by a single firm. Within the Medical segment, a variety of common applications can be found. 

First, power and motion control is applied by most studied organizations for medical/laboratory automation (surgical robots, 

medical machinery). Second, at least two organizations mention solutions that use the competence for medical imaging, 

patient monitoring and in-vitro diagnostic devices. Finally, all the organizations have discussed that power & motion control is 

applied for medical ventilators. A clear pattern of power & motion control applications exists in the High-tech systems. All 

examined organizations mention that the competence has been used for robotics and industrial automation (or robotics 

supporting automation). Solutions concerning PLCs, machine vision, industrial PCs, human machine interface and motor 

drives are common within industrial automation among the organizations, while industrial robots, cobots and mobile robots 

are recurrent solutions within the robotics domain. Moreover, most organizations also apply power & motion control for 

industrial machine tools and metalworking machinery.  

 

Embedded software 

Finally, the competence embedded software has been examined. This competence has also been extensively applied among 

the segments. Specific trends regarding embedded software can be recognized within the Defense and Security segment. 

First, all the organizations discuss embedded software solutions for surveillance and access control, representing the security 

part of the D&S segment. Furthermore, most organizations also apply the competence in the space domain for payload and 

satellites, the aviation domain for avionics (like flight control units, for example) and the defense domain for radars. Within the 

Test & Measurement segment, embedded software is also widely applied. Most of the studied sample applies the competence 

for building automation (especially HVAC systems). Furthermore, multiple organizations also use embedded software for 

automated test equipment and metering (water, gas, electricity, heat). Embedded software also has numerous applications in 

the Medical segment. Most organizations use the competence for medical imaging, therapeutic equipment and patient 

monitoring solutions. Patient monitoring and medical ventilators, which are therapeutic equipment, are embedded software 

applications mentioned by all organizations. Within the High-tech systems segment, a clear trend can be identified concerning 

embedded software applications. All organizations apply the competence for factory automation. Within factory automation , 

PLCs and robotics are also discussed by all organizations, while condition/monitoring/predictive maintenance, human machine 

interface and safety are mentioned frequently.  

 

Summary 

To summarize the data concerning the level of fit between competencies and especially subsegments, table 12 has been 

created. This table displays what competencies will likely be the most relevant for what subsegment. The rating applied is 

based on the number of organizations that have mentioned that their components have been used in a certain subsegment. 

Suppose no organizations note applications in a subsegment. In that case, it will be rated as “N.A.”, one organization 

mentioning applications will be rated as “+,” two or three organizations mentioning applications will be rated as “++ ,” and four 

or five organizations mentioning applications in a subsegment will be rated as “+++.” Consequently, this overview can be 

used by Business X to view where the firm is most likely to be able to apply its competencies. Something that stands out 

when looking at the identified subsegments is a significant overlap between them and the NACE codes (or parts of it), which 

Business X has a good fit with according to the fit analysis between applications and market segments.  
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Table 12: Analysis fit competencies and market segments (subsegment level) 

Interviews 

As mentioned in the pre-screening step, the six competence officers of Business X were interviewed. During these interviews, 

it was asked whether these officers perceived that the firm's competencies/capabilities allowed them to serve the examined 

segments successfully and whether improvements concerning the competencies/capabilities were necessary to serve the 

relevant segments.  

 

FPGA applications 

The first competence that has been discussed is FPGA applications. Business X has a substantial amount of experience with 

this competence. The interviewee mentioned that FPGA has been applied frequently within the High-tech systems and Test 

& Measurement segments. Furthermore, a project has also been executed in the Defense & Security segment. The 

interviewee mentioned that the firm's FPGA techniques were successfully applied in all three segments. However, FPGA has 

yet to be used in the Medical segment by Business X. Nevertheless, the competence officer mentioned that the FPGA 

competence of Business X would be able to serve the segment. According to the competence officer, the competence is best 

applied in High-tech systems and Test & Measurement. However, this is mainly because Business X has the most experience 

regarding FPGA in these segments. Hence, the competence can be applied in all four segments. Nevertheless, if the firm 

wants to grow, especially in the Defense & Security and Medical segments, more experience would be pivotal.  

 

Test systems 

The second competence that has been examined is test systems. Business X has been working with this competence for 

years now. Therefore, the organization has experience with test systems. During the interview, the competence officer 

mentioned that Business X has applied the competence the most within the High-tech systems market. Furthermore, the 

organization has also used test systems within the Defense & Security and the Test & Measurement segments. Projects 

concerning the competence have yet to be executed within the Medical segment. Nevertheless, the competence officer 

expects that the firm can serve this segment. According to the interviewee, the biggest difference/impediment within this sector 

compared to the others is the strict standards within the Medical market. The competence has been applied successfully within 

High-tech systems, Defense & Security and Test & Measurement. No insurmountable problems were identified by Business 

X while using the test systems competence. Nevertheless, the interviewee mentioned that the firm's knowledge and 

capabilities best suit the Test & Measurement segment. Therefore, it is preferred that Business X acquires more projects 
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within this segment, according to the competence officer. Moreover, the interviewee also thinks more projects within this 

segment are available in the market.  

 

Model-driven development 

The third competence that will be discussed is model-driven development. During the interview with the competence officer 

of model-driven development, it was explained that the competence is a method of working that provides support for the other 

competencies. Model-driven development is a new competence of Business X. Consequently, it has not yet been applied in 

many projects. However, it has been used within three out of four market segments (D&S, Med, HTS). Within these projects, 

the application of the competence was successful. Furthermore, it was explained that the competence could also be used for 

Test & Measurement, as model-driven development is a method of working and, therefore, broadly applicable. Moreover, it 

was explained that the competence has significant advantages for highly regulated sectors (like D&S and Medical, for 

example). Within these segments, standards are often relevant. Codes that comply with these standards can be retrieved 

when applying model-driven development tools. Therefore, time spent on compliance with specific standards and regulations 

can be decreased.   

 

Analog & mixed signal design 

The fourth competence that has been examined is analog & mixed signal design. This competence has been applied since 

the start of the company. Therefore, Business X has a substantial amount of experience with the competence. Analog & mixed 

signal design has been used in all the examined segments. Especially within Test & Measurement, the firm had many projects 

concerning Analog & mixed signal design. Furthermore, Business X also had quite some projects in the High-tech systems 

segment and a few in the remaining segments. However, projects in the Medical segment have mainly been executed in the 

past. Nevertheless, the interviewee mentioned that the competence suits all mentioned segments and no significant 

differences exist between projects among the four examined markets. However, as analog & mixed signal design includes a 

lot of working with sensors and measuring, it is explained that the Test & Measurement segment aligns the best with the 

competence.  

 

Power & Motion control 

The fifth competence that will be discussed is power & motion control. It was explained that Business X has quite some 

experience with this competence. However, it has mainly been applied in projects concerning the High-tech systems segment. 

For the Test & Measurement segment, power & motion control has been used for an internal project. At the same time, the 

firm has no experience concerning the competence in the Defense & Security and Medical segments. The competence officer 

explained that the organization has the capabilities to serve these market segments as well. Nevertheless, the competence 

has yet to be applied in the other segments due to a lack of demand for application-specific power & motion control projects 

within the segments besides High-tech systems, according to the interviewee. The competence officer explained that power 

and motion control for Business X focuses explicitly on creating application-specific projects. However, if interesting 

application-specific projects emerge in T&M, D&S or Medical concerning power & motion control, Business X is expected to 

be able to execute them.  

 

Embedded software 

The final competence that has been examined is embedded software. Business X has a good amount of experience 

concerning this competence. However, this experience is mainly received within the High-tech systems segment (especially 

industrial automation). Nevertheless, the firm also has experience within the Medical and Test & Measurement segment. 

According to the competence officer, the competence has been applied successfully within these segments. However, specific 

requirements and standards regarding embedded software should be considered within the medical segment. These 

requirements and standards entail extra work for the organization. However, Business X has yet to gain experience concerning 

embedded software within the D&S segment. According to the competence officer, it is difficult to estimate whether the 

competence and segment align as it is hard to determine what embedded software projects might look like in the segment.  

 

5.4.3. Conclusion suitability 
D&S 

After examining the fit between Business X and the Defense & Security segment, it can be concluded that there is a good 

match between Business X and a decent part of the segment. The analysis of fit between product/service (or, in this case, 
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applications) and market segment and the analysis of fit between capabilities and market segment have pointed out that 

multiple subsegments of Defense & Security suit the company. According to the analyses, subsegments that align with 

Business X are aircraft, space, radar/electronic warfare, guided munitions and communications. However, the analyses also 

discovered that the market size of the D&S segment is likely to be substantially lower than displayed in the attractiveness 

analysis of the company size. Consequently, the segment's attractiveness is likely to be even lower than previously expected. 

To conclude, selecting the market based on suitability can be justified, as a fit between Business X and certain subsegments 

of the D&S segment can be found. However, as the attractiveness is even worse than expected, it is questionable how many 

projects are available for Business X in these relevant subsegments. Therefore, rejecting the Defense & Security segment 

can also definitely be justified.  

 

T&M 

When the results of the fit between Business X and the Test & Measurement segment are analyzed, it can be concluded that 

a proper match between the firm and the segment can be identified. Based on both analyses, the applications and capabilities 

of Business X are relevant for developing various products within Test & Measurement. In the Test segment, diverse 

(automated) test equipment seems appropriate for Business X, while equipment for building automation seems especially 

suitable in the Measurement segment. However, it should be considered that the fit analysis between the product/service and 

market segments also impacts the attractiveness analysis. Some of the products included in the NACE code of Test & 

Measurement (like radar or laboratory equipment) have been assigned to other segments. Nevertheless, what part of the 

NACE code is covered by these products is unknown. Therefore, the exact impact of this assignment cannot be determined. 

In closing, selecting the Test & Measurement segment would be justified based on the suitability analysis. Also, the assignment 

of radar and laboratory equipment to other segments is not expected to reduce the segment's attractiveness in a way that 

makes selecting the segment unjustifiable.  

 

MED 

Only a partial match can be found after studying the fit between Business X and the Medical segment. The analysis between 

product/service and market segment has pointed out that the products found in the NACE code “Manufacture of medical and 

dental instruments and supplies” have low suitability with Business X. Only a tiny part of the products in the code fulfills the 

requirements of being sophisticated, mission-critical and needing electronics. Consequently, the segment's attractiveness is 

also likely to be drastically reduced, as the vast majority of companies in the Medical segment can be found in this code (see 

analysis company size). However, the analysis between product/service and segment also indicates that the fit with the other 

NACE code is quite good. This code contains products similar to the subsegments mentioned in the analysis between 

capabilities and market segments (Medical imaging, diagnostic devices, therapeutic equipment, patient monitoring and 

medical robotics). Consequently, Business X also possesses the relevant capabilities to serve these subsegments. Moreover, 

laboratory equipment was mentioned within the NACE code of Test & Measurement. These products can also be assigned to 

the Medical segment. In closing, selecting the Medical segment might be debatable based on the suitability analysis. As 

mentioned, the market size of the segment might be drastically reduced because of the low suitability between Business X 

and the NACE code “Manufacture of medical and dental instruments and supplies.” Consequently, there seems to be 

justification for rejecting the segment. However, as mentioned, some subsegments do suit the firm. When Business X believes 

it can find enough potential projects in these subsegments (even though there is a relatively low market size), selecting the  

segment can be justified.  

 

HTS 

The analysis results between Business X and the High-tech systems segment explain that a good match can be identified. 

The analysis regarding the fit of product/service and market segment shows that a wide variety of industrial machinery fulfilling 

the requirements of needing electronics and being mission-critical/advanced can be recognized. The analysis between 

capabilities and market segment points out that the capabilities of Business X are very relevant for supporting various aspects 

of the industrial automation of industrial machinery. Furthermore, during the interviews with the competence officers, it was 

also discussed that the company already has quite some (positive) experience within the segment. In closing, selecting the 

High-tech systems segment would make much sense based on the suitability analysis. Moreover, as mentioned in the 

attractiveness segment, High-tech systems also has the highest level of attractiveness. Hence, it is even recommended that 

the segment is considered as their main segment.  
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6. Evaluation 
Within this chapter, the evaluation step will be discussed. This step entails the evaluation of the demonstrated artifact. First, 

the goal of this step will be explained. Next, the question of whether the design propositions were fulfilled will be addressed 

based on the results of the demonstration of the created market segment selection framework. 

 

6.1 Goal 
The fifth step, evaluation, examines how well the demonstrated artifact supports a solution to the research problem. Therefore, 

the objectives of a solution (as mentioned in step 2) are compared to the observed results obtained by using the artifact in the 

research context. After the evaluation, the researcher decides if the artifact sufficiently supports a solution to the problem or 

whether it is necessary to iterate back to step 3 to improve the effectiveness of the artifact (Peffers et al., 2007; Vom Brocke 

et al., 2020). Consequently, the goal of this step is to find out whether the demonstrated artifact, concerning market segment 

selection in this case, indeed provides a solution to the research problem within this paper, which is the lack of a proper 

framework concerning market segment selection for tech-based organizations. Whether the research problem has been 

solved will be examined by comparing the data from demonstrating the framework to the design propositions. 

   

6.2 Evaluation results 
The goal of this thesis was to answer the following design question: “How can tech-based businesses create a foundation 

to make well-considered decisions regarding the selection of market segments by applying a market segment 

selection framework that specifically considers their needs?”. To answer this question, a market segment selection 

framework for tech-based businesses has been developed and demonstrated in this thesis. Design propositions have been 

developed to determine whether the framework can create a foundation for tech-based firms to make well-considered 

decisions regarding selecting suitable and attractive market segments. These propositions resemble the criteria that the 

framework must fulfill to prove its worth. Based on a discussion of the results of the demonstration of the artifact, it will be 

explained whether the created framework indeed met the propositions.  

 

In chapter 3.2.3, the different propositions are mentioned. Three out of four propositions are represented in the framework as 

a step. The first proposition focuses on examining the attractiveness of the segments, which is resembled in the second step 

of the framework. The second proposition focuses on analyzing the suitability, which is represented in the artifact's third step. 

The third proposition mentions the creation of a quick scan of the segment, described in the framework's first step. The final 

proposition focuses on limiting the rigidity of the market segment selection process and is embedded within the entire model 

and its separate steps. The discussion concerning the propositions will follow the chronological order of the created framework. 

Hence, the results concerning the third proposition will be discussed first. Next, the discussion concerning the first and second 

propositions will follow, respectively. Finally, the fourth proposition will be talked about.  

 

Design proposition 3: Quick scan 

The design proposition resembling the first step of the created artifact (the pre-screening step) is: (C) In order for tech-based 

businesses to overcome market segment selection questions, (I) the created market segment selection artifact 

should be used to (O) flexibly select the right market segments (M) by creating a quick scan of the analyzed market 

segment(s). Hence, this step should provide organizations with flexibility in the market segment selection process by making 

an overview that can swiftly determine the potential of market segments. The framework suggests two relevant steps for 

creating this overview in the pre-screening: an analysis of previous experiences and an analysis of critical variable(s).  

 

During the demonstration phase, the analysis of previous experiences was conducted through interviews with the competence 

officers of Business X. Throughout these interviews, it became evident that the firm could execute projects within all four 

examined segments successfully. Nevertheless, it was mentioned that within the Medical and Defense & Security segments, 

standards and regulations were present that entailed some extra difficulties. However, these were manageable. To analyze 

the critical variable(s), the R&D budgets of companies active in the examined segments were studied. This variable is pivotal 

for Business X as these R&D budgets primarily form the organization's revenue. Based on this analysis, much information 

relevant to determining the potential of the segments became evident. The Defense & Security segment, especially the 

Defense part of it, scored (relatively) low on the R&D budgets criterium. Consequently, the segment's potential was also a bit 

debatable. In this case, there was still enough potential to examine the segment more extensively. However, in case the R&D 
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score, and thus the potential, would have been even lower, the pre-screening would have provided a foundation to reject the 

segment to prevent the organization from wasting time extensively examining it further. Moreover, the pre-screening results 

also created a good foundation for determining the potential of the remaining segments, especially by gathering relevant 

insights regarding the critical variable R&D budgets. Hence, assuming that the design proposition is fulfilled and that a quick 

scan can support organizations in flexibly selecting the right market segments seems justified.  

 

Design proposition 1 Examination of attractiveness 

The design proposition representing the second step of the created artifact is : (C) In order for tech-based businesses to 

overcome market segment selection questions, (I) the created market segment selection artifact should be used to 

(O) select the right market segments (M) by examining the attractiveness of the analyzed market segment(s).  This 

step should support organizations in selecting the right market segments by evaluating the attractiveness of the segments. 

The framework recommends applying the following sequence for this step: select attractiveness criteria, assign weights to 

selected attractiveness criteria, evaluate attractiveness criteria. 

 

Four criteria were selected when adding the R&D budgets criterium from the pre-screening step. These are R&D budgets, 

company size, profit margins and innovation rate. After a discussion with the management of Business X, it was determined 

that the criteria R&D budgets (which is evident as it has been applied as a critical variable in the pre-screening step) and 

company size were the most important for the firm. After analyzing the criteria, it was possible to identify the attractiveness of 

the market segments. The High-tech systems segment was the most attractive, the Test & Measurement market also scored 

well on attractiveness and the Medical segment had a decent attractiveness. However, for the Defense & Security segment , 

there would have been a foundation to reject the segment as it did have a questionable attractiveness based on the analysis. 

To conclude, based on the demonstration results, examining the attractiveness helps organizations select the right market 

segments, as the analysis has provided a substantiated foundation of what segments are (most) interesting for the firm and 

what segments are not. For example, the results of the attractiveness analysis provided a proper foundation on why High-tech 

systems is likely to be the most attractive segment and why the Defense & Security segment is the least attractive and might 

even be rejected. 

 

Design proposition 2 Examination of suitability 

The design proposition resembling the final step of the framework is: (C) In order for tech-based businesses to overcome 

market segment selection questions, (I) the created market segment selection artifact should be used to (O) select 

the right market segments (M) by examining the suitability of the organization with the analyzed market segment(s). 

This step should help select the right market segments by studying their suitability with a firm. For this step, three relevant 

areas that can determine the fit between a company and a market segment are mentioned: fit between product/service and 

market segment, fit between organizational factors and market segment and fit between financing and market segment.  

 

Within the execution of this step, the fit between product/service, or in the case of Business X application and market segment 

and the fit between some organizational factors and market segment have been analyzed. The fit between financing and 

market segment was deemed less relevant by Business X, which is why this has not been examined in this thesis's case 

study. The analysis of the fit between the application and the segment has had some consequences, especially for the Medical 

segment. A substantial part of the products that are relevant in the segment do not align with the applications of Business X. 

Consequently, the market size of the Medical segment was severely decreased after this analysis, which proves the 

importance of conducting this step as this might be a reason to reject the segment. Furthermore, during the fit analysis between 

organizational factors and market segments, emphasis was placed on the fit between competencies and market segments. 

This analysis displayed a good fit between Business X and the segments in general and also provided insights on the 

subsegment level. To conclude, analyzing the suitability of a segment helps organizations select the right markets, as the 

analysis identifies what market segments align with Business X and what do not. The alignment between organization and 

segment can form a foundation to select a segment if present and reject a market segment if not present.  

 

Design proposition 4 Minimization of rigidity 

The final proposition focuses on the design of the entire framework and its separate steps. This proposition is: (C) In order 

for tech-based businesses to overcome market segment selection questions, (I) the created market segment 

selection artifact should be used to (O) flexibly select the right market segments (M) by limiting the rigidity of the 
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market segment selection process. This proposition entails that the framework's structure should provide organizations with 

flexibility and a low degree of rigidity within the market segment selection process.  

 

As mentioned, this proposition focuses on the design of the entire framework and its separate steps. First, the minimization of 

rigidity can be found in the decision part of each step. After each step, a decision should be made whether it is justified to go 

to the next step of the framework. Consequently, when, for example, a market segment should be rejected after the pre-

screening step, an organization does not have to waste time examining the market segment more extensively. This is an 

improvement in minimizing the rigidity compared to mathematical frameworks, especially. These frameworks require the user 

to go through all process steps before a segment can be selected or rejected. However, the framework provided by Freytag 

& Clarke (2001) also allows users to reject the wrong market segments during the process. Within the case study of this thesis, 

it might have been justified to reject the Defense & Security segment after the second step of the model. Hence, if the decision 

to reject the segment were indeed made, the suitability of Business X with the segment would not have to be examined. 

 

Second, most frameworks mentioned by theory bring up a rigid list of criteria that should be used to examine the attractiveness 

of a market segment. As explained in the Design & Development chapter (paragraph 4.3.3), multiple research mentions that, 

for example, a selection of (sub)criteria from Porter’s five forces model should be applied to determine the attractiveness of a 

market. Moreover, a list of rigid criteria was also mentioned by Freytag & Clarke (2001). Even though these criteria might be 

relevant for organizations to determine a segment's attractiveness, a “golden” list containing the perfect criteria that apply to 

each firm does not exist. Therefore, using these frameworks might limit organizations when determining the attractiveness in 

this case. Within this thesis's case study, the profit margins or innovation rate within the segments were relevant criteria. 

Theorists in the market segment selection literature did not explicitly mention these criteria. However, for Business X, these 

were relevant criteria. Therefore, within the framework of the thesis, it is recommended that each organization determines the 

relevant criteria themselves instead of applying rigid lists mentioned in theory, for example. This also applies to the pre-

screening step, where Dolnicar et al. (2018) note that a strict list of knock-out criteria should be applied. Nevertheless, the 

criteria mentioned in this thesis or by theory can be used as inspiration.   

 

Finally, embedding a pre-screening step into the framework minimizes the rigidity of the framework as well. Almost all models 

mention examining a segment's attractiveness and a substantial amount also studies the suitability. Therefore, within theory, 

these two factors are crucial for market segment selection. In the pre-screening step, parts of these factors are already 

examined. The analysis of previous experiences already gives a premature insight into the suitability of a segment. In contrast, 

the analysis of critical variable(s) already grasps the most important criteria of the attractiveness study. Therefore, when a 

market segment can be rejected in the pre-screening phase, the attractiveness and suitability only have to be partially studied, 

reducing the framework's rigidity as organizations only have to analyze the attractiveness and suitability partially. Within the 

case study of the thesis, all segments were accepted in the pre-screening phase. Still, if it happened, this would thus mean 

that not the entire analysis of attractiveness and suitability would have been conducted.  

 

Based on the abovementioned arguments derived from the demonstration results, minimizing the rigidity of the market 

segment selection process helps organizations flexibly select the right market segments. 
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7. Implications, limitations and future research 
This final chapter of the thesis will discuss the implications, limitations, and potential future research options. First, the 

theoretical implications will be explained. This section will discuss how this thesis adds to the existing literature on market 

segment selection. Next, the practical implications will be debated. Finally, this research's limitations will be discussed, 

followed by the avenues for future research.  

 

7.1 Theoretical implications 
The results of this thesis contain some relevant contributions to the literature on market segment selection. First, the thesis 

provides a market segment selection framework that focuses on the needs of tech-based businesses. This is an essential 

theoretical implication for market segment selection for tech-based firms, as existing literature does not yet provide a 

framework specifically focusing on this type of firm. Nevertheless, some guidelines concerning market segment selection for 

tech-based businesses have been developed by Weinstein (2014), who produced a list of the most applied market segment 

criteria and Slater et al. (2007), who discussed the importance of customers, competition and technology in market segment 

selection for tech-based businesses. However, a complete framework focusing on tech-based businesses' needs has not yet 

been developed. Hence, this thesis adds to the literature on market segment selection for tech-based companies by providing 

this complete framework that especially focuses on the needs of tech-based businesses.  

 

Second, this thesis extends the existing literature on general market segment selection. The primary needs identified for tech-

based businesses are maximizing the framework's flexibility and minimizing its rigidity. However, increased flexibility and low 

rigidity within market segment selection might also be relevant for non-tech-based organizations. Especially the pre-screening 

step is one of the central representations of flexibility within the created framework. However, using a pre-screening step is 

relatively untouched within market segment selection theory. A theory that does explain something similar to a pre-screening 

step comes from Dolnicar et al. (2018), who discuss a list of knock-out criteria. Consequently, the pre-screening step of this 

thesis adds to that theory by Dolnicar et al. (2018). These knock-out criteria are essential or non-negotiable criteria that should 

be analyzed before more extensive research on a segment is conducted (Dolnicar et al., 2018). These criteria align with the 

critical criteria analysis found in the pre-screening step of the artifact created in this thesis. However, multiple organizations 

that were interviewed in the process of developing the framework also mentioned that before extensively researching a market,  

the experiences within that market would be examined (or a pilot project(s)) would be conducted to get this experience). This 

preliminary analysis of experiences can quickly provide insights into whether a segment should be rejected or more extensively 

examined. Therefore, including this step in a pre-screening contributes to the current market segment selection literature. 

 

Finally, this thesis also adds to market segment selection theory by providing an overview of criteria organizations have used 

to determine the attractiveness of a market segment. This overview adds to the theory in two ways. First, the criteria mentioned 

in the overview and theory validate the criteria found in existing market segment selection literature. Second, attractiveness 

criteria that have not yet been mentioned in theory add to the literature by providing new insights into what criteria organizations 

can apply to determine the attractiveness of a market segment. Most of the attractiveness criteria found in the overview align 

with criteria mentioned in existing literature (see also figure 4 and table 2 and 5). Therefore, these criteria validate the criteria 

mentioned in the market segment selection theory. Nevertheless, multiple of the interviewed organizations mentioned certain 

ecological factors as selection criteria. However, within theory, this type of criteria is not yet mentioned. Therefore, this thesis 

also extends the literature by providing new attractiveness criteria that organizations could consider during market segment 

selection.  

 

7.2 Practical implications 
This thesis contains multiple practical implications. First, tech-based businesses can now face market segment selection 

problems with the support of a framework that specifically considers their needs. This framework provides the user with a too l 

that can flexibly create a foundation for organizations to determine what market segments should be selected. With the created 

artifact, tech-based firms can swiftly determine the attractiveness and suitability of the examined market segment(s). 

Furthermore, especially the pre-screening step might prevent organizations from wasting time extensively exploring a market 

segment by creating a quick scan that can be used to rapidly determine a market's potential.  

 

Additionally, even though the framework focuses on tech-based businesses, it can also be helpful in practice for other 

organizations. The main desire of tech-based businesses regarding market segment selection is flexibility. Hence, flexibility is 
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the main characteristic distinguishing the thesis framework from other market segment selection frameworks. Therefore, this 

framework can also add value to non-tech-based organizations that value flexibility when facing market segment selection 

problems.  

 

Finally, as previously mentioned, it is pivotal that marketing strategy and market segments align perfectly. Applying the artifact 

of this thesis allows organizations to obtain relevant insights that can be used as a foundation to develop a marketing strategy 

and ensure that this strategy aligns with the market segment(s). For example, for Business X, in this case, an overview has 

been created that displays what competencies align well with particular (attractive) (sub)segments. This overview can be 

embedded in the marketing strategy by pinpointing what competencies should likely be exploited for what specific 

(sub)segments. Consequently, organizations can also use the results of applying the framework as a foundation for their 

marketing strategy.  

 

7.3 Limitations and future research 
Like most studies, this study also has its limitations. To begin, there are some limitations concerning the interviews conducted 

to develop the framework created in this thesis. First, a total of eight interviews have been conducted for the development of 

the framework. Even though the final interview did not provide new insights, which might suggest data saturation, this sample 

size might be relatively low. The causes of this relatively low sample size are primarily based on time constraints. Nevertheless, 

the created framework is not solely based on the interviews, as theory has provided many relevant insights for building the 

framework. Second, the interviewed organizations are all based in the same province of the Netherlands. Hence, the external 

validity might be slightly affected. The similar context of the organizations was coincidental, as many organizations outside of 

the province have been contacted. However, no responses were obtained in these regions. Nevertheless, the theory provided 

insights concerning market segment selection in different countries/regions, enhancing the research's external validity. Third, 

as mentioned before, some of the interviews were held online. Detecting emotional cues within online interviews could be 

more challenging, and misunderstandings might occur more frequently. However, this limitation has been minimized by asking 

probing questions and adding extra verbal cues.  

 

A minor limitation concerning the inter-rater reliability of the coding process of the data obtained through the abovementioned 

interviews is also found. The researcher of this thesis executed the coding process of the interviews. Next, another researcher 

judged this process and mentioned that about 90% of the codes would align with the ones found by the thesis ’ researcher. 

Even though this is quite a high percentage, there is still a small difference between the codes among the researchers. 

Nevertheless, a high percentage of similarity between researchers usually entails a good score on Cohen’s Kappa, a measure 

that can be used to assess the inter-rater reliability of research (Byrt et al., 1993). Hence, this can indeed be seen as a minor 

limitation only.  

 

Finally, some limitations regarding the demonstration of the artifact exist. First, the demonstration of the framework has been 

executed by applying a single case study. One of the most significant problems with a single case study is that it often limits 

the external validity of research. Even though the artifact proved its worth at the case organization, it is unknown whether the 

framework also works for other tech-based businesses. Second, the context of the case organization is quite specific. The 

organization is based in the Netherlands and focuses on electronic applications. However, it has yet to be demonstrated that 

the framework also works in a different context in terms of, for example, countries or other types of tech-based businesses 

besides a vendor of electronic applications.  

 

Future research could contribute to this thesis in several ways. First and foremost, there are multiple recommendations for 

future research concerning applying the created framework in more case studies. To start, it is recommended that case studies 

are conducted to test the developed framework in different contexts. These case studies can provide real-world experiences 

of how the framework functions in circumstances different from the ones in this thesis. Hence, these case studies can enhance 

the external validity of the framework. Next, due to time restrictions, it has not been possible to examine whether the 

conclusions concerning the analyzed market segments within this thesis were indeed correct. Hence, it is recommended for 

future research to apply the framework in a longitudinal case study. Consequently, it can be examined whether the right 

segments were selected. If so, the validity of the framework will be enhanced. Second, embedding a pre-screening step in the 

market segment selection process is quite an untouched phenomenon within theory. However, during the interviews 
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concerning market segment selection with the various organizations, it was a theme that recurred multiple times. Therefore, 

future research could examine this step further and, for example, try to identify the most common critical variables. 
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Appendix 1: Interview guide Business X (original) 
 

Interview handleiding: Probleemstelling 

Introductie 

• Het selecteren van marktsegmenten wordt gezien als een van de belangrijkste beslissingen die gemaakt moet 

worden door een organisatie. 

• Echter is er geen framework beschikbaar met betrekking tot marktsegment selectie voor tech-bedrijven. Om deze 

reden is het doel van dit interview om te achterhalen wat het probleem hiervan is en wat eventuele oplossingen 

van dit probleem inhouden. 

• Binnen dit interview wordt marktsegment selectie gezien als de selectie van marktsegmenten, waarbij een 

marktsegment wordt gedefinieerd als een groep (potentiële) consumenten waarvan wordt verwacht dat ze 

soortgelijk koopgedrag vertonen 

• Begin opname  

 

Algemeen 

• In hoeverre zien jullie het selecteren van passende marktsegmenten als een belangrijke beslissing? 

o Waarom wel of niet? 

• Wat zijn de voordelen van het correct selecteren van passende marktsegmenten? 

 

Probleem 

• Welke problemen ontstaan er volgens jullie als niet passende marktsegmenten worden geselecteerd? 

• Welke problemen brengt het ontbreken van een proces/framework met betrekking tot marktsegment selectie voor 

tech-bedrijven met zich mee? 

o Efficiëntie?  

o Geen structuur binnen marktsegment selectie? 

• Wat zijn problemen die jullie bij eerdere marktsegment selectie vraagstukken zijn tegengekomen? 

o Geleid tot verkeerde marktsegmenten? 

• In hoeverre denken jullie dat er verschillen zijn met betrekking tot marktsegment selectie tussen tech-bedrijven en 

non-tech-bedrijven?  

o Meer of minder cruciaal voor tech-bedrijven? 

o Lastiger voor tech-bedrijven? 

Oplossing van het probleem 

• Wat is het belang van het oplossen van bovengenoemde problemen? 

o Welke voordelen ontstaan? 

• In hoeverre kan een framework met betrekking tot marktsegment selectie voor tech-bedrijven bijdragen aan het 

oplossen van eerdergenoemd probleem? 

o Waarom wel of niet? 

• Welke andere voordelen zien jullie in een framework met betrekking tot marktsegment selectie voor tech-

bedrijven? 

Conclusie 

• Wat is het grootste probleem voor uw bedrijf met betrekking tot marktsegment selectie? 

• Ben ik nog iets belangrijks vergeten te vragen dat u nog graag zou willen toevoegen met betrekking tot het 

onderwerp? 
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Appendix 2: Interview guide Business X (translated) 
 

Interview guide: Problem statement 

Introduction 

• The selection of market segments is perceived to be one of the most important decisions organizations have to 

make. 

• However, no framework is available with regard to market segment selection for tech-based companies. 

Therefore, the goal of this interview is to find out what the problem with this problem is and what possible solutions 

of this problem entail.  

• Within this interview market segment selection is perceived as the selection of market segments, where a market 

segment is defined as a group (potential) consumers of whom is expected that they show similar consuming 

behavior.  

• Start recording 

 

General 

• To what extent do you perceive the selection of suitable market segments as an important decision? 

o Why yes or no? 

• What are the advantages of correctly selecting suitable market segments? 

 

Problem 

• What problems do you think occur when not suitable market segments are selected? 

• What problems are caused by the absence of a process/framework with regard to market segment selection for 

tech-based companies? 

o Efficiency? 

o No structure within market segment selection? 

• What are problems that you have faced during previous market segment selection questions? 

o Did it lead to wrong market segments? 

• To what extent do you think that there are differences regarding market segment selection between tech-based 

companies and non-tech-based companies? 

o More or less important for tech-based companies? 

o More difficult for tech-based companies? 

Solution of the problem 

• What is the importance of solving abovementioned problems? 

o What advantages occur? 

• To what extent do you think that a framework regarding market segment selection for tech-based companies can 

provide support for solving previously mentioned problems? 

o Why yes or no? 

• What other advantages do you perceive a market segment selection framework can entail? 

Conclusion 

• What is the biggest problem for your company regarding market segment selection? 

• Did I forget to ask something important that you would like to tell regarding this topic? 
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Appendix 3: Interview guide market segment selection (original) 
 

Interview handleiding: Marktsegment selectie 

Introductie 

• Het selecteren van marktsegmenten wordt gezien als een van de belangrijkste beslissingen die gemaakt moet 

worden door een organisatie 

• Daarom is het doel van dit interview om te achterhalen hoe bedrijven deze keuze (succesvol) kunnen maken 

• Binnen dit interview wordt marktsegment selectie gezien als de selectie van marktsegmenten, waarbij een 

marktsegment wordt gedefinieerd als een groep (potentiële) consumenten waarvan wordt verwacht dat ze 

soortgelijk koopgedrag vertonen 

• Begin opname  

 

Algemene vragen 

• Wat zijn de kernactiviteiten van uw bedrijf?  

o Tech-based of niet? 

o Gericht op B2B of B2C (of allebei)? 

• In welke marktsegmenten is uw bedrijf momenteel werkzaam? 

o Belangrijkste segmenten? 

o Tijdlijn segmenten? 

 

Gehanteerde selectiemethoden 

• Hoe zijn de huidige marktsegmenten geselecteerd door uw bedrijf? 

o Proces? 

o Meerdere segmenten tegelijk betreden? 

o Meerdere selectieprocessen doorstaan? (indien het geval,  waren er verschillen tussen de processen) 

o Belangrijkste factoren voor selectie? 

• Wie zijn er betrokken bij het selectieproces van de marktsegmenten?  

o Uiteindelijke beslissing tot intrede marktsegment? 

o Adviesrol voor bepaalde werknemers? 

• In hoeverre hebben de gehanteerde selectieprocessen altijd geleid tot de meest passende marktsegmenten? 

o Indien passend, hoe kan dit gelinkt worden aan het gehanteerde selectieproces? 

o Mislukte intrede van marktsegmenten? (indien het geval, is het te herleiden naar (stap binnen) het 

selectieproces?) 

• In hoeverre wordt er gereflecteerd op gehanteerde selectieprocessen? 

o Toegevoegde waarde? 

o Eventuele bevindingen? 

 

Toekomstige selectiemethoden 

• In hoeverre zou u bij een toekomstig marktsegment selectie vraagstuk eerder gehanteerde selectiemethode(n) 

blijven hanteren? 

o Andere methoden? 

o Potentiele veranderingen binnen proces? 

o Potentiele veranderingen binnen specifieke stappen? 

• In hoeverre vindt u dat er bij toekomstige marktsegment selectie vraagstukken veranderingen plaats moeten 

vinden bij wie er betrokken zijn bij het selectieproces ten opzichte van eerdere selectieprocessen? 

o Waarom wel of niet? 

 

Conclusie 

• Wat kan er volgens u niet ontbreken in het selectieproces voor het correct selecteren van passende 

marktsegmenten? 
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• Ben ik nog iets belangrijks vergeten te vragen dat u nog graag zou willen toevoegen met betrekking tot het 

onderwerp? 
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Appendix 4: Interview guide market segment selection (translated) 
 

Introduction 

• The selection of market segments is perceived to be one of the most important decisions organizations have to 

make. 

• Consequently, the goal of this interview is to find out how companies (successfully) make this choice 

• Within this interview market segment selection is perceived as the selection of market segments, where a market 

segment is defined as a group (potential) consumers of whom is expected that they show similar consuming 

behavior.  

• Start recording 

 

General questions 

• What are the core activities of your company? 

o Tech-based or not? 

o Focused on B2B or B2C (or both)? 

• In what market segments is your company currently active? 

o Most important segments? 

o Timeline segments? 

 

Used selection methods 

• How have the current market segment of your company been selected? 

o Process? 

o Multiple segments entered simultaneously? 

o Multiple selections processes experiences? (if so, were there any differences between the processes) 

o Most important factors for selection? 

• Who are concerned with the selection process of market segments?  

o Final decision of entering a market segment? 

o Consultancy role for certain employees? 

• To what extent have the used selection methods always led to the most suitable market segments? 

o If suitable, how can this be linked to the used methods? 

o Failed entrance of market segments? (if so can it be derived from (step within) the selection process?) 

• To what extent does your company reflect on used selection methods? 

o Added value? 

o Findings? 

 

Future selection methods 

• To what extent would you keep applying used selection methods to future market segment selection questions? 

o Other methods? 

o Potential changes within process? 

o Potential changes within particular steps? 

• To what extent do you think that during future market segment selection questions changes should occur 

regarding who is concerned with the selection process compared to previous selection processes? 

o Why yes or no? 

 

Conclusion 

• What cannot be missing within the selection process for correctly selecting suitable market segments? 

• Did I forget to ask something important that you would like to tell regarding this topic? 
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Appendix 5: Data structure (original) 
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Appendix 6: Data structure (translated) 
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Appendix 7: Interview guide competencies (Original) 
 
Introductie 

• Voor het targeten van marktsegmenten is het cruciaal om te analyseren of er een fit is tussen organisatie en 
marktsegment. Het analyseren van de fit tussen capabilities/competenties en marktsegment is hierbij een 
belangrijke factor. De marktsegmenten die geanalyseerd worden binnen het onderzoek zijn defense & security, 
test & measurement, medisch en high-tech systems (industrie) 

• Om deze reden is het doel van dit interview om een beter inzicht te krijgen in de competenties en de passendheid 
met geanalyseerde marktsegmenten 

• Start recording 
 
Algemene vragen 

• Wat is de core competentie die u beheert en kunt u die kort toelichten? 
o Proces? 

• Wat zijn bijbehorende capabilities 

• In hoeverre heeft het bedrijf al veel ervaring binnen de competentie? 
o Is het een van de main competenties? 

 
Applicaties competentie 

• Bij wat voor soort projecten is de competentie tot nu toe voornamelijk toegepast? 
o Geanalyseerde marktsegmenten? 
o Specifieke projecten 
o Waar het meest en waarom? 

• Welke gebieden waar de competentie nog niet is toegepast zouden interessant kunnen zijn? 
o Marktsegmenten 
o Specifieke projecten 

 
Ervaring met competentie 

• In hoeverre zijn de ervaringen met projecten waarbij de competentie is toegepast positief 
o Welk type projecten wel welk type niet? 

• In hoeverre wordt er gereflecteerd op projecten met betrekking tot de competentie? 
o Wat zijn verbeterpunten die zijn gevonden 
o Wat zijn de sterke punten  
o Welke capabilities ontbreken eventueel nog 

• Wat zijn knelpunten die zijn geidentificeerd tijdens projecten met betrekking tot de competentie?  

• In hoeverre zit er veel verschil in het toepassen van de competentie binnen diverse projecten? 
o Marktsegmenten? 
o Voorkeur? 

 
Dynamic capabilities 

• In hoeverre wordt er gezocht naar nieuwe kansen met betrekking tot de competentie 

• In hoeverre wordt er gekeken hoe dit plan geexploiteerd kan worden? 
o Resources 

 
Afsluitende vragen 

• Bij welk marktsegment kan de competentie het beste toegepast worden 
o Waarom? 

• In hoeverre is er overlap met andere competenties binnen de competentie? 

• Ben ik nog iets belangrijks vergeten te vragen dat u nog graag zou willen toevoegen met betrekking tot het 
onderwerp? 
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Appendix 8: Interview guide competencies (Translated) 
 
Introduction 

• To target market segments, it is crucial to examine whether there is a fit between organization and market 
segment. Hereby the analysis of fit between capabilities/competences and market segment is an important factor. 
The market segments that will be examined within the research are defense & security, test & measurement, 
medical and high-tech systems (industry) 

• Therefore, the goal of this interview is to get insights into the competences and the suitability with analyzed market 
segments 

• Start recording 
 
General questions 

• What is the core competence that you manage and could you elaborate on it? 
o Process? 

• What are corresponding capabilities? 

• To what extent does the company have a lot of experience with the competence? 
o Is it a main competence? 

 
Applications competence 

• At what kind of projects has the competence been applied mostly until now? 
o The examined segments? 
o Specific projects 
o Where the most and why? 

• What areas where the competence has not been applied yet could be interesting 
o Examined market segments? 
o Specific projects? 

 
Experience with competence 

• To what extent are experiences with projects where the competence has been applied positive? 
o What type of projects were and what type not 

• To what extent does the company reflect on projects regarding the competence? 
o What are possible points of improvements? 
o What are strengths? 
o What capabilities are missing currently? 

• What are bottlenecks that have been identified during projects concerning the competence? 

• To what extent do many differences exist between application of the competences among diverse projects? 
o Market segments? 
o Preference? 

 
Dynamic capabilities 

• To what extent does the company look for new opportunities regarding the competence? 

• To what extent does the company examine how this plan can be executed? 
o Resources? 

 
Concluding questions 

• At wat market segment is the competence best applied? 
o Why? 

• To what extent does the competence have overlap with the other competences? 

• Did I forget to ask something important that you would like to add regarding the topic? 
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Appendix 9: R&D expenditures 
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Appendix 10: R&D intensity 
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Appendix 11: Innovation rate 

 



Bokhove, M. (Mark, Student, M-BA) 
 

80 
 

 



Bokhove, M. (Mark, Student, M-BA) 
 

81 
 

 



Bokhove, M. (Mark, Student, M-BA) 
 

82 
 

 



Bokhove, M. (Mark, Student, M-BA) 
 

83 
 

 



Bokhove, M. (Mark, Student, M-BA) 
 

84 
 

 



Bokhove, M. (Mark, Student, M-BA) 
 

85 
 

 



Bokhove, M. (Mark, Student, M-BA) 
 

86 
 

 



Bokhove, M. (Mark, Student, M-BA) 
 

87 
 

 



Bokhove, M. (Mark, Student, M-BA) 
 

88 
 

 



Bokhove, M. (Mark, Student, M-BA) 
 

89 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



Bokhove, M. (Mark, Student, M-BA) 
 

90 
 

Appendix 12: Profit margins 
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Appendix 13: Customer size 
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