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Characterisation of demand segments

© MESO/EURODL 1999

The MESO project distinguishes between three main demand segments:

· Education

· Home

· Traning

Within each segment, there are also sub-segments. The European situation is characterised according to segments in the following way.
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School at present seems a promising market segment thanks to the many policy initiatives, aimed at integrating the use of ICT across curricula, pursued by almost all the national governments of EU members and not.

Such a policy focus on education multimedia can be observed at both North latitudes, (where education technology and technological products for education have been accepted for decades) and South latitudes (where quantitative and not technological approach to education is more typical).

Due to the school’s central position in society, the potential demand for educational multimedia which may be generated goes beyond its boundaries with effects on other demand segments and particularly that of consumer/home market, but only when confidence in ICT has risen in every day life and therefore not in the short term.

A strategic role for the uptake of this global process of innovation of school systems and the shaping of the subsequent demand for educational multimedia is played by teachers, their attitudes and choices. For example in Denmark there seems to be a decrease of interest in pedagogical software because of the prevailing opinion among Danish teachers that resources on Internet can satisfy demands and wishes of any students and teachers. In a nutshell, they represent a category of stakeholder to be taken into consideration when designing, developing and marketing products since they may influence the evolution of the demand.

Although school is becoming dynamic, it is still a weak market in all the countries surveyed, whether they are European or non European, and represents usually a tiny portion of the total sales. This depends on a double series of factors. 

· On the one side, this market is mostly perceived as a difficult market to enter, conditioned by inhibiting factors like lack of experience among teachers, budgetary restrictions, ill-equipment of schools.

· On the supply side, the demand for multimedia products has not been always understood in depth. Typically the distribution channels used to reach this segments are publishers, order firms and distributors, but their performances are not completely satisfactory. This is to say that ad hoc marketing strategies should be developed by targeting possibly individual teachers, too. This issue is particularly felt in those countries where they are granted a large autonomy in deciding methodology and teaching resources. 

The existence of these bottle-necks affects also the available supply of educational multimedia products. In fact, though their quality is steadily increasing in comparison to past years, products specially targeted at schools are not so diffused and several companies are obliged to operate in the twilight zone between educational multimedia and edutainment, dealing with both school and home market. 

On top of this, it is worth mentioning that curricula and education systems varying from one country to another are a further impeding factor for the production of educational multimedia products where the market of reference has a European and international scope.

Finally, another path suppliers should probably explore is represented by the possible changes resulting from the up-take of Internet. Several obstacles to the growth of school market could be overcome through on-line networking. For example, the inclination of the experienced teachers to produce their own courseware could become an asset instead of a constraint for the market development, if they were more and more involved in common productions by publishers and distributors, or the contents review/updating could be an easier-to-solve problem than it is now for educational CD-ROMs.
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The importance of universities for the multimedia market at present does not primarily consist of their capacity of generating income through their purchasing power, but rather to further innovation of multimedia and service products through research and developments or establishing partnerships with multimedia industry.

In the future, significant stakeholders could be university consortia acting as main clients or main providers (e.g. NTU in the US). Some national plans specially addressed to universities are already existing (UK) or are in progress (Italy)

A market for professional educational software for academic teaching does not seem to exist at present, apart from current experimentation initiative. ICT in traditional universities is used primarily for communication and information retrieval purposes or for language courses. Internet will no doubt play an important role in the future integration of ICT in universities.  

In summary, one can say that this market in terms of sales is not yet interesting in Europe (except for the UK to a certain extent), but it is likely to increase its weight, after having overcome its ambiguous position across demand side ( as users) and supply side (as content providers by definition, but also as possible organisers of supply in the form of consortia).
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The home market for multimedia is considered to have extremely high potential and is now one of the developing segments. This statement is particularly true with regard to the home market not-employment-related, which we are going to describe right now. In this category we can include those products which stay in the range education-edutainment and those which have simply entertainment contents. This is to say that the items supplied may vary form multimedia supporting programmes for pupils, to language courses, to thematic multimedia encyclopaedias, to reference tools, to strategic and visual games. Multimedia products about general or specialised subjects are not largely diffused. When they are imported and customised, they come mainly from USA and the UK and consist of low-risk products easy to adapt and marketable at cheap prices. 

Among the factors which have contributed to the rise of this segment, it deserves to be mentioned the increasing number of private households equipped with multimedia PCs and the subsequent familiarisation with the use of ICT, especially by the younger generations.

This phenomenon has made the home one of the main delivery points of multimedia and, accordingly, of both on-line and off-line (CD-ROM) based educational multimedia. This is already partially true, on the one side, in countries like Nordic countries and the United Kingdom, where technology penetration is more advanced and synergies with other delivery points are taking place (e.g. in the UK a number of public libraries are willing to loan CD-ROMs to members of the public for use at home, or to provide on-site access to more complex or expensive CD-ROMs). 

On the other side, it is likely to become in other less advanced countries like Greece, as a result of the current state ICT-related policy and investment. Many companies believe that such an effort will result in significant positive side-effects on the home market. These hopes rely on the development of ICT infrastructure at schools and on children as prime driver of multimedia purchasers. 

The relatively good expectations on the growth of “home learners” market are attracting new actors on the supply-side, giving new stimulus to multimedia industry, also in some countries like Italy where in the past years the capacity to invest in new products for the open market was low, while the dependence on public grants or on big clients’ orders is high. 

Due to the ongoing weakness of the education market as such, an educational supply has not been properly defined and consolidated yet. Therefore, as already noted in the light of the education segment, many companies operate in the twilight zone between educational multimedia and edutainment, targeting both school and home market. Often the only possibility for success is getting into the home market, in order to recover high development costs by higher volume distribution.  

The latter, generally speaking, takes place through retailers (CD-specialists, hypermarkets, bookshops, mail order firms) selling products directly to end users and to some extent through traditional publishers linked to bookshops and big publishers having powerful advertising means. 

Not always educational multimedia products are marketed in the right manner. Because of their intrinsic peculiarities they cannot be treated as if they were gadgets, this could be the right approach for games but not for educational or reference multimedia products. In this regard, customers’ level of cautiousness is higher and they have to be given the opportunity of assessing contents quality and understanding way of use. An effort in this direction ( along with a wider familiarisation with ICT resulting from initiatives pursued in closely linked sectors like schools) might certainly contribute, in the medium term, to a better take-off of those multimedia products which are more properly educational. On top of this, a general tendency of prices to decrease is worth mentioning.
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Some of the statements above are also valid for the employment-related home market, especially in terms of distribution, marketing strategies and pricing tendencies. Although it may become an important demand segment in the near future, at present it is not so increasing as the former. This may depend on the fact that training or profession-related contents are still mainly in the control of the traditional content providers such as training bodies or companies. Thus, often the use of multimedia is meant in the framework of schemes which do not have the home as the primary or the central delivery point.

However, on increasing hardware availability and IT confidence, if educational multimedia show its cost-effectiveness, the demand for it (going beyond a multimedia language course, for instance) will be likely to foster an adequate supply.

Positive signs in this direction come from the intermediate segment SOHO (Small Office Home Office), rising in countries like Italy, France and Germany and proving that the potential of the home market is not only affected by the demand for “remedial courses” for pupils.
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Large organisations, as well as home market, are seen as a profitable demand segment for multimedia products in almost all the countries surveyed. It seems to develop rapidly and sometimes the most advanced multimedia experiences may be found within large organisations, and a number of success stories as well.

In some countries like France they are represented by large organisations currently integrating the use of computers into training schemes. The same can be detected in Sweden, where multimedia is delivered through CD-ROMs and CD-ROM-based courses are supported by connections with specially arranged resource centres and conferences via Internet. These organisations could represent a significant demand segment mainly for those publishers producing multimedia materials meant for ODL schemes.

Despite the strong potential, it is not an open market segment. Large organisations are used to buying bespoke products in many countries such as Denmark, France and Germany (where big companies are usually well aware and in continuous contact with a limited number of producers relevant for them in their linguistic area) or, like in Sweden, to producing their own software for staff training. As a result, the related distribution system appears to be simpler than in other contexts, since they keep direct relations with publishers or utilise distributors playing an intermediation role between them and publishers.

On the contrary, in the United Kingdom they begin buying off-the shelves products which tend to be for generic management training or financial training, or sometimes for specific industrial sectors.

At present, it is still difficult to define what the real use of multimedia training is in Small and Medium Enterprises. This means that in most countries a specific market for off-the-shelves multimedia products does not exist. What can be observed is a tendency by self-employed 

persons and very small enterprises to make use of multimedia resources for self-learning or professional updating purposes. 

Some interplay between this phenomenon and the growth of the intermediate segment SOHO, belonging to the more general home market employment-related segment seems to operate. The establishment of an infrastructure providing support services to help end-users to choose and use relevant multimedia resources appears to be a key factor for the development of this sub-market
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Generally speaking training bodies are interested by innovation processes aimed at integrating ICT into their training provision, by now multimedia seems to be a commercial argument to enter or maintain companies market or approach to the home market.

The levels of innovation and integration are not equal in all the countries. For example, in France there is a body of evidence that the main training bodies are investing in a reengineering process based on IT and training bodies networks are following a common policy. The same is not true for Germany. Those German training bodies which have introduced computer, network and multimedia-based training mainly use them as components of classroom-based courses. 

In other countries, like Italy and Greece many innovation hopes are trusted to the side- effects of the policy initiatives that are being pursued. In Greece also the public training institutions are likely to spur the development of multimedia in the near future, thanks to the massive actions adopted by the Ministry of Education for the introduction of ICT in schools. While in Italy the 1996 “Agreement for Employment” between social partners and Government is supposed to generate a demand for educational multimedia products and services, by means of the new provisions for funding of continuing training.

What we have told about university with regard to their ambiguous position across demand side ( as users) and supply side (as content providers) is more or less valid for training bodies and their associations, too. This is to say that these entities are used to producing bespoke learning materials to cater for their own needs on their own, by limiting the degree of openness of the market and the presence of off-the-shelves products. At the same time, it is also true that this may happen since an adequate supply for this sub-market is not always available.

As a result, it would be sensible to develop new commercial approaches allowing training bodies (and other content providers, like school and university, as well ) to assess products before integrating them into training/educational schemes, in order to choose the most suitable resources and identify the best way of use). 

The creation of interfaces between this kind of users and producers will no doubt result in beneficial effects on the demand -supply dynamics. The increase of awareness might foster a special demand encouraging production investments in this segment also by those small publishers which cannot afford very dynamic and expensive marketing policies.
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