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Why
is this valuable?¢

Noft all of your potential customers have

the same needs, thoughts and behaviors.
Particular benefits of your solution may
appeal more strongly to certain potential
customers than to others. As well, different
customers will require varying degrees of
support, communication and interaction
with your team in order to become active
users. Similarly, once converted, not all users
will bring equal value to you - some will go
on to become power users, and will engage
more reliably and more often, while others will
intferact with your product less frequently, or
never become revenue-generating.

It's important to segment customers at each
stage of the customer journey so you can
tailor your communications, your offering
and your level of support, which will better
enable you to meet customers where they
are and increase engagement, and so you
can continue to refine your product offering
based on user behaviors.

Knowing as much as you can about your
leads and customers will help you better craft
your solufion and zoom in on the problems
you're solving, and will also help you create

a winning acquisition and engagement
strategy. Segmenting leads at the acquisition
stage, for instance, will enable you to run
targeted campaigns based on the core
product benefits that most appeal to different
segments. For example, if you know that
young people who are sfill studying are the
most frequent users of your product, you can
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work on understanding how this group
consumes information, what messages
appeal to them, and how their finances are
structured. Engaging customers strategically
will provide a greater return on investment
since you will be targeting the right customers
with an appropriately tailored message at the
right fime.

Segmenting converted leads by their stage
along the customer journey or their product
preferences will enable you to send more
targeted prompts, reminders and notifications
fo push them down the funnel and keep them
engaged, and will help you understand how
to adjust your product offering accordingly.
As well, identifying which users are your power
users and are adding the most value will
enable you to understand who is benefiting
most from your product and provide an
opportunity for you to reward those users,
request referrals and target other leads like
them.

Knowing as much as you can
about your leads and
customers will help you better

craft your solution and zoom
in on the problems you're

SellYlgle)
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It's important to track as many metrics about
your customers as you can via a robust CRM
so that your messaging and interactions with
them feel as tailored as possible, based on
every data point you already know about
them (for instance, if they've already started
using your product, it wouldn’t make sense to
send them a prompt to fry it for the first fime,
but they might appreciate outreach that
asks them about their experience), and so
that you don't over-communicate with any

particular user.

The first step to properly segment customers
is fo divide prospects and users into groups
by observable, verifiable characteristics

that reliably predict some aspect of their
behavior with regards o their existing needs,
behaviors and lifestyle characteristics, and by
use of your product (e.g., engagement, use,
revenue, inferactions). Segments can also be
defined by analyzing existing usage against
publicly available data or data collected

by your processes. For example, factors

like geographic location, profession, age,

or interests might be helpful to guide your
engagement strategy.

Next, build an engagement plan for
customers in each segment, from acquisition
through the rest of their customer journey.
We suggest using the AARRR framework from
Dave McClure to outline your engagement
strategy.
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When
should you do it?

You should segment your leads early, as you
are forming your marketing and go-to-market
strategy, and you should segment users as
soon as you have enough to divide into
groups. The earlier, the better. Segmentation
should guide user research, product design
(i.e., building specific features for different
customer segments), communications

and marketing strategy, customer support
processes and all important aspects of
startup growth, as it keeps the team focused
on particular targets and benefits, and

helps them understand how to improve
engagement.

Companies that fail fo segment customers
properly might take a “spray and pray”
approach — meaning they reach out to
many, very different, potential users, without
ensuring messaging is relevant and targeted,
and hope that large volumes of prospects will
result in more conversions. In this case, results
often disappoint.
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What
sort of answers should
yoOu expecte

Segmentation will, at first, be relatively high-
level—for instance, leads for an insurtech
startup might be divided among 4 groups:
youth < 35 who have had insurance before,
those < 35 who have noft, adults > 35 who

have had insurance, and those who have not.

Already you can deduce certain things about
each of these groups - their potential level of
digital savviness, their potential dependents,
their understanding of the insurance process,
etc. Over time, you can add more details and
more specific target segments to your plan.

For users, you might start with where they are
along the journey. For example, those who
have visited your website but not purchased,
those who have purchased but never made a
claim, those who have purchased and made
a claim and those who are coming up on
renewal. You will want to prompt or engage
with each of these segments differently to
push them further down the funnel.
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What kind
of expertise is needed?

For basic segmentation, it’s likely that no
additional expertise is needed beyond

that which already exists on your team,

as you can start with Excel sheets and
documents. However, if you are targeting
specific segments via digital marketing,
you'll need a strong marketing person

with an understanding of how fo properly
set up target segments using digital tools
(for example, social media or Google
AdWords). As you gain more users, it will also
be important for you to use a proper CRM
and data analytics tool, like Metabase,

to understand user segments, observe
changes in data, adjust your marketing and
communications strategy accordingly and
ensure insights reach the product team to
inform development.
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Part 1:

Use segments to craft a
marketing + messaging strategy

Some common customer features you can
use to create segments include:

Demographic — based on gender, age,
occupation, marital status, income, etc.

Geographic — based on country, state, or
city of residence. Might also include urban
vs peri-urban vs rural. Local businesses
may even segment by specific fowns or
counties

Technographic — based on preferred
technologies, software, and mobile
devices

Psychographic — based on personal
aftitudes, values, interests, or personality
fraits

Behavioral — based on actions or
inactions, spending/consumption habits,
feature use, session frequency, browsing
history, average order value, etc.

Needs-based - based on product/
service must-haves and needs of specific
customer groups

Value-based - based on economic
value of specific customer groups on the
business

Each of these features tells you something
about the group of people in that segment,
how they behave, what their needs are, and
how they might interact with your product.
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That said, don't over-complicate your
segments, and make sure they're not so
specific that very few customers end up in a
particular segment, or it will not make business
sense to craft such specific communications
and product features. Start with segments
that are actionable and allow you to craft
targeted campaigns and features that make
sense for a sizable addressable market.

For converted users, segment also according
to usage patterns. For example, you may
have hyperactive, active, and dormant
customers, and those that bring you more
value than others (for instance, you may have
a hyperactive user on the free version of your
product who is nof revenue-generatfing).
Determine the core characteristics of the
hyperactive, active and valuable users - these
are the ones you want to target more of.
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Set OKRs for each point
in the AARRR funnel

Once you have your segments, you need to
define your overall objectives and key results
(OKRs) for customer engagement for your
target segments. These should be fied to the
overarching company objectives. Be sure to
assign these OKRs to members of your team
with an appropriate budget and timeline.
What are the main objectives and activities
we should focus on to push us toward our
overall goale

When thinking about OKRs for customer
engagement, it is easy fo focus only on
customer acquisition. But don’t forget that

it's equally — if not more — important to also
consider how to ensure those customers
become active users, stay engaged, and go
on to refer your company to their network.
Have a plan for how you will push them down
the funnel from initial acquisition toward
becoming brand advocates.

Use the AARRR framework to think through
how to nudge users from acquisition, through
activation, retention, referral and [additional]
revenue. For each step in the funnel, develop
a marketing and communications strategy
by listing each communications touchpoint
that customers would experience, as well as
the main message for each segment at each
step.
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Consider questions like:

>  What does the onboarding process look
like for a new user once they've created
an accounte

> How often should they receive
communicationse

> Whatis the best channel to reach them at
the activation stage?

> At which point might we consider adding
users to a campaign or an additional
channel like a WhatsApp group?

> How can we celebrate their first
fransactions and infroduce them to
additional product offerings in a way
that's easy to understand and doesn’t
make it feel like we're pushing them?2

Particular moments — for instance, the first time
a customer completes an activity, or when a
customer has been active on your platform for
a particular amount of time — lend themselves
well to opportunities for engagement. Take
these opportunities to present clear messages
that will encourage customers to continue
using your product and softly nudge them
toward advocacy. Give your customers a

reason to love your brand.

Be conscious that you are offering value

to your customers in these engagements,
rather than strictly pushing product use. For
instance, newsletters are an easy way to
present educational and informative content,
celebrate power users in your community, and
offer additional value, while serving as a soft
reminder about your product.
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Here are our pro-tips for orchestrating a winning customer journey:

1. Use the funnel to segment users:

Once acquired, users should be segmented according to their position in the funnel and
their level of engagement with the product. For instance, those who have downloaded your
app but have not yet made a transaction would receive a different set of communications
from those who immediately made their first fransaction. Segmenting by usage allows you

to encourage users to continue interacting with the product and clarify anything they might

not understand.

2. Test channels:

Communications touchpoints vary across channels, including SMS, WhatsApp, voice call
and push nofifications. Based on what the team knows about user behavior at each stage
thus far, these touchpoints should be tested and optimized according to success rates. Pro
fip: WhatsApp enables brands with business accounts o send newsletters fo their groups in a
way that's easy to access and digest.

3. Celebrate wins:

Every fime a customer engages with your product, it's a win for you. Certain milestones

can also be significant to your customers — for instance, paying back their first loan, or even
being approved to borrow. Build moments of encouragement and celebration into your
communications strategy throughout a customer's journey with your product, to ensure they
feel appreciated and keep them coming back. See this great example from Catalyst Fund

portfolio company Chipper Cash:

¥ Chipper Cash liked

Rae_masinaB= @MasinaRorisang - 1d
@akreana_ Guess what | just Got Verified
in my Chipper app @chippercashapp
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(S Chipper Cash 21:14 A

You are now Chipper\

#: You have been upgrad
tier. Check your profile pa
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Measuring progress

As you develop your team’s funnel OKRs,
ensure you are set up to measure movement
along each step in the funnel; for example,
understanding whether an acquired customer
has in fact converted into an active customer,
noting which acquisition channel they

came through. Otherwise you might find, for
instance, that a particular acquisition channel
was very effective at achieving signups, but
very few of those signups converted to active
users. In this case, that particular channel

is not worth pursuing further, while one that
achieved fewer acquisitions but at a much
higher conversion rate is worth pursuing.

This tracking will be crucial to effectively
measuring your campaign's success and
informing future marketing strategies.

Track data points that clearly help you
distinguish what is working from what is not, so
you can make concrete decisions fo move
forward. Avoid fracking “vanity metrics”,
which are data points that sound good, but
don't actually help you make decisions (for
example, number of new leads in the funnel, if
they are not qualified).

What metrics should you use?¢ This will depend
on your organization’s stage and capabilities.
If you're just starting out, a shortlist of simple
metfrics are the best place to start -i.e. one
key performance indicator (KPI) per each

of the categories below. As your data and
analytical capabilities grow, you might
expand what you're fracking and analyzing
as you confinue to roll out experiments to
validate core hypotheses about the product

and market. Some examples include:
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> Sales / leads in funnel: New and repeat
customers, number of customers who
engage with sales campaigns, cost of
acquiring a customer (CAC).

> Customer Lifetime Value: Predicted
net profit attributed to the entire future
relationship with a customer or group
(LTV).

>  Marketing campaign engagement:
Customer reach by marketing/
communications channel and
campaigns, Customers signed up for
loyalty programs, customer engagement
with loyalty programs (poinfts
accumulation, redemption, etc.).

> Product usage rates: Number of customers
using each product/service, number of
customers using multiple products).

> Customer care inquiries: Number of
customer complaints/queries, average
reply and resolution time, number of
customers responded to, number of
customers with complaints resolved or
escalated, number of repeat queries,
number of customers saftisfied with the
outcome

> Churn: Number of customers who have
terminated or stopped using your product
for X days

> Transaction / activity: Customer activity
and dormancy rates, customer preferred
fransaction channels, customers by
size and type of transactions, average
fransaction size

Only once you have your OKRs and
measurement structure in place, start to
determine your marketing plan and channel
strategy, deciding where to allocate budget
and what materials need to be created.
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Generate your

marketing plan

Before you create any materials, you need
to align on core messages as well as the
critical communications touchpoints in your

customer’s product journey.

When you're in a startup, you likely speak
about your product all day everyday — 1o
the team, to investors, to partners, and

fo customers. It is easy to get caught up
in industry terminology and forget that
your customers might not understand, or
use the same language. The best way to
catch their attention is to demonstrate
that you understand them, the way they
communicate, and their needs — so they can
quickly relate to you.

When constructing your marketing plan for a
product launch, for example, determine what
the core benefit is for a particular offering, for
your target segment. Then ask yourself: is this
how my customer would phrase this benefit?
What are the particular words they would use?
That's what should inform your messaging.

Prioritize features for each segment

For each segment you are targeting, go
through each product feature to determine
which ones are most valuable to each
segment (first, grouping features according

to the overarching offering - for instance,
business support, additional revenue
opportunities, core business — and then linking
each group fo the segments). Also look at
where within the customer journey it would be
appropriate to infroduce each set of features.
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Craft messages for each segment

Next, describe the benefits of each feature
specific to each segment, based on that
segment’s challenges and needs, using their
language as identified in the research phase.

Select and center key messages

Step back and look at what key overarching
messages resonated across segments and
chose a few to hero. Then create an initial
keyword list which would inform website
copy (and landing page copy if campaign-
specific), digital campaigns and overall
customer messaging. These messages and
keywords can then be used to center all of
your collateral.

Create collateral

The final step in messaging is to begin drafting
marketing collateral, including:

1. Website or landing page copy specific to
each campaign

2. Sales collateral

3. Pressrelease: noting that language here
might differ from the way the product
and benefits are presented to customers

4.  SMS, email, Whatsapp and other
automation content, as needed per
AARRR funnel (below)

5. Social media + content

6. Sales center call scripts

The messaging strawman on Tab 2 of our
template can guide your efforts.
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Consolidate the customer journey

The next step is to create a communications strategy for each segment’s customer journey, as

illustrated below.
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How do you communicate with a rural customer base in which only 50 percent own phones and

only 20 percent are literate?

Read how WorldCover dealt with this issue.
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Resources

Template: measuring Net Promoter
Score (NPS)

NPS is a method to help businesses measure
customer satisfaction, which tends to correlate
with growth. Here, a single question is asked

to customers: How likely is it that you would
recommend our company/product/service to
a friend or colleague? Responses are based
on a0 to 10 scale, where customers who
respond with:

> 0to 6 are labeled Detractors, and they
are likely to exhibit the value-detfracting
behaviors.

> 7 and 8 are labeled Passives, and their
behavior falls in the middle of Promoters
and Detractors.

> 9to 10 are called Promoters, and are likely
fo exhibit value-creating behaviors.

NPS is calculated by subfracting the
percentage of customers who are Detractors
from the percentage of customers who are
Promoters. NPS ranges between -100 (all
respondents are Detractors) and +100 (all
respondents are Promoters).

Template: measuring the “must-have”
score: the product-market fit survey

The must-have score gives you an objective
metric that removes emotion from the scaling
decision while also giving you other important
qgualitative information. The key question on
this survey is: How would you feel if you could
no longer use [x product]e
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1. Very disappointed
2.  Somewhat disappointed

3.  Not disappointed (it isn't really that
useful)

4.  N/A-1nolonger use [product]

If you find that more than 40 percent of your
users would be "very disappointed” without
your product, there is a great chance you

can build sustainable, scalable customer
acquisition growth. This 40 percent benchmark
was determined by comparing results across
hundreds of startups. Those that were above
40 percent are generally able to sustainably
scale their businesses; those significantly below
40 percent always seem to struggle.

Template: leading indicator
engagement data

Leading indicator engagement data
(typically at a small scale) tells you whether
your users are getting meaningful value out
of your product. This data reflects events or
actions, not views or downloads, that are
aligned with the core purpose of the product.
At this stage you are no longer examining
individual interactions but looking at statistical
results from a large group. Metrics to consider
include:

1. Retained engagement - is there a high
proportion of new customers that start
using your product and then never stop?
Does your retention curve flatten to a
solid percent of users?

2. Percent of users driving revenue - Of your
total users, what percent are converting
to become revenue-generating? If
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you're solving a worthwhile problem,
people will pay, but you may need to
conduct further research to determine
whether your price point is the right one

Organic growth - Are you seeing growth
happen organically by happy users
telling everyone who will listen about
your product? Is the value proposition so
strong that people convert with little to
no effort, and are your target customers
so in need of a solution that they seek
you out in droves?

Resources:

Book: Market Segmentation: How

to Do It and How to Profit From It by
Malcolm McDonald and lan Dunbar is
the only book that spells out a totally
dispassionate, systematic process

for arriving at genuine, needs-based
segments that can enable organizations
to escape from the dreary, miserable,
downward pricing spiral which results

from getting market segmentation wrong.

Rediscovering Market Segmentation —
Harvard Business Review.

The psychographic profiling that passes
for market segmentation these days is a
mostly wasteful diversion from its original
and true purpose—discovering customers
whose behavior can be changed or

whose needs are not being met.

Book: Segmentation and Positioning for
Strategic Marketing Decisions by James
H. Myers is a detailed and engaging
book that delves much more deeply
info segmentation than other marketing
handbooks.
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The Many Faces of the Poor: Mass Market
Segmentation by CGAP

Six segments defined by behaviors that
your tfeam could target with tailored
products and marketing messaging.

Mystery Shopping Infographic by CGAP
“Mystery shopping” is one type of
behavioral research technique that can
be used to determine how well things are
working for everyday people and can
highlight significant gaps between what is
expected and what is happening on the
ground.

Video: Power of Micro-segmentation

by CGAP. Watch Anil Gupta, of Aircel
Limited, discuss how telecom companies
like his use micro-segmentation.
Segmentation: A Tool to Enhance Activity
Levels by CGAP. Customer segmentation
is a powerful marketing tool which can
be used to understand customers, design
products and tailor advertising messages.
It's based on the premise that some
customers will find a service extiremely
valuable while others couldn’t care less
about it.

Segmentation of Smallholder Households
by CGAP. This paper examines the
challenge of providing financial services
that support the multiple goals of rural
households, including those related to
their more universal, general household
needs and those linked to their
agricultural activities.

Segmenting the “Bottom of the Pyramid”
in Mexico by CGAP. Reaching the poor
with a range of useful, convenient,

and affordable financial services is
challenging for all the reasons we know.
This study will help orient assumptions
about customer behavior that can lead
to improved product design and less risk
in business models.
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About Catalyst Fund

Catalyst Fund, managed by BFA Global, is a global accelerator that supports inclusive tech
innovators and facilitates the growth of innovation ecosystems in emerging markets. The
Catalyst Fund Inclusive Fintech Program, supported by the UK Foreign, Commonwealth and
Development Ofice (FCDO) and JPMorgan Chase & Co., and fiscally sponsored by Rockefeller
Philanthropy Advisors, provides startups with catalytic grant capital, bespoke venture building
support from emerging markets and fintfech experts and access to a global network of
investors and corporate partners, while sharing learnings and insights with the broader inclusive
tech ecosystem. Its mission is fo accelerate the development of affordable, accessible and
appropriate digital financial solutions to improve the financial health of the world's 3 billion

underserved. Its focus markets include Kenya, Nigeria, South Africa, Mexico, and India.
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