Fundamentals of Segmentation, w/extensions into Person x Situation Segmentation
Segmentation is an ‘evil compromise’ between treating each customer wholly as an individual (often very expensive) and, on the other hand, assuming there are absolutely no differences among and between customers (often costly). If there are to be segments created (truly an artificial construct), then that decision mandates that there must be criteria introduced for creating segments.  Marketers generally require that segments be: 


(these differ somewhat from analyst to analyst)


Sizable – Capable of generating revenues to make expensive segmenting activities worth it.


Identifiable – Named based on recognizable aspects, such as Young Moderns, Sophisticates.

Accessible – A link must exist by some medium to access the segment members.

Uniquely responsive – A collective, different sensitivity to some offering attributes. 

Coherent – Members’ greater similar to each other than to members of other segments.   

Stable – Offering design/implementation + segmentation take time; change is unwelcome.  

Marketers use a host of methods for identifying segments.  Analytically, people who are thought to be candidates are solicited for behaviors or attitudes toward offerings.  Added criteria information is also gathered to determine how the criteria for a segment can be met for those with appropriate behaviors. The criteria information typically includes occupation and income (sizable), age and lifestyle (identifiable), media habits (descriptive of accessibility, and for some offerings, also a behavior), and so forth. The key is to be able to link customer product preferences to hooks that can be used to engage the customer when the product can be offered. The collection method often is survey. The survey data is subjected to analysis using a variety of analytical methods.  Some of the simpler techniques are:

Cluster Analysis – If age (descriptor) and purchase quantities (behavior) data is collected from a customer sample, as but one example, cluster analysis methods can then associate customers with similar behaviors by age, (perhaps) yielding a data extraction of differing clusters of people. Clusters are not always neat and clean, nor are they always even present. While the statistics and programs are scientific, the selection of variables to evaluate, finding appropriate samples of customers, and using the programs properly approaches an art form. 
Tabular Analysis – These very basic method simply ‘classifies’ customers by a descriptor category and then by a behavior.  Such analysis might reveal that teens aged between 16 and 19 (descriptor) prefer fashionable, stylish clothing (perceived self-behavior).

Regression Analysis – This statistical method can associate behavioral information that is a continuous variable (pints of ice cream eaten per year) with any number of descriptors to extract the most important hooks back into the population and defining a segment (family size, income, geographic area of residence, etc.).  Since regression methods are fundamental statistical techniques, many variants of the basic method exist and many types of data can be evaluated.  A variant of regression is Latent Class Analysis discussed in many texts.  

There are nearly a million sites on the Internet addressing Market Segmentation. Our expectation is that the student can sufficiently review this and related topics in these course guidelines such that any residual shortfall in understanding ‘post-class and post-instructor’ can be dispelled. This also applies to subcategories like Regression Analysis (about 4,000,000 hits).  


Person x Situation Segmentation (sometimes Deep Segmentation)
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Here we take the idea of segmentation as derived from characteristics of user/customers and add to it the idea of imagined or actual usage situations. (Perceived) benefits occupy a central position in this linking up of people and their needs to the behaviors that they engage in. Marketers have shown in research over the years that ‘benefit segmentation’ is the most useful in grouping customers into effective segments. The model implies that people can be descriptively categorized into groupings, and these people react to the situations in their lives in predictable ways as life’s problems generate stresses in those situations – problems to be solved. In simplest terms, when there is an exam in your school life you need a Scantron or Blue Book, or both. If it is an exam in finance or statistics, you might likely need a calculator as well. That is a micro-situation.  

Painting with a more ‘macro’ brush, many retail stores often stock products for seasonal customer situations, which is to say the firm is interpreting customer situational needs. Trying to buy a big, square, window fan in the winter is frustrating, because they are seldom in stock in the winter; trying to buy a snow shovel in summer can be equally unproductive.

Marketers would suggest that recalling a past event where something was needed but not available, or sensing an unfulfilled need in the present or imagining a future need all represent situations in the mind of the customer that drive purchase behavior. Every purchase derives from an imagined acquisition and the perceived benefits it will provide. Perceptions of benefits, in turn, result from perceptions of solutions to problems delivered by attributes of and functions performed by the mind-imaged offering. No one ever bought a drill to just look at it: it will make holes, polish a car, turn deck screws, etc.  The attributes of any drill – chuck size, torque, power requirements, variable speed trigger, sturdy case, grounded circuitry, etc. – dictate what benefits can be realized. The more interesting question is “What problem is to be solved?” Customers exchange some value (money) for net positive value gains in their lives, referring again to the Value equation earlier, and that comes from solving their problems. In one sense, segmentation is very much about what customers hope to get.
What they get, the perceived benefits (stemming from offering attributes) lead to product trial, and then to beliefs about the offering, and those beliefs drive behaviors, including the most desired behavior – frequent repurchase.  This basic concept is now extended and enhanced by the model below:
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Here we add some cause-and-effect relationships to the components of the previous P x S concept.  It is almost the same except that benefits are not only made central, but also are related to a QFD Matrix, which will be covered in detail next. 
We see that benefits derive from the P x S interaction, and the benefits ‘cause’ benefit segments’ to exist – customers who see the same net positive values emerging from acquisition and use. We also see that the benefits that are validated by endorsers or trial ‘cause’ belief formation, and then behavior. It is the same model as the one previous, just now depicted more in marketing terms, and implies causal relationships that can be further investigated.
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