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Preface

When I was starting to write this book, a colleague asked me what was engaging my current writing hours. I unhesitatingly said that I was writing a book on market segmentation. In response, he said: “What? Another book on that old, overwritten, over-analyzed subject?” These were words of wisdom. They helped me chart a clear direction for this book.

It’s very true that market segmentation is as old as marketing. Wendell Smith formulated it as a marketing strategy in 1965 while it was Alan Roberts who wrote about its practical use and application in 1961.

Since then, there were literally volumes of journal articles and books published on the subject. But as is true of any marketing subject, there will always be significant new things to say because the underlying consumer behavior and the character of competition will change and are changing often in radical and unprecedented ways.

The subject of market segmentation is no exception. In fact, I tell my students and clients that this is especially so for market segmentation. This is because considered as a behavior, market segmentation is not only a marketer behavior.

It is also a consumer behavior. Between the two, the critical market segmentation is the one that’s consumer behavior driven. The successful market segmentation is therefore one where the marketer behavior driven segmentation converges with the consumer behavior driven segmentation.

We are used to thinking of market segmentation as almost exclusively marketer behavior driven. When I talk about market segmentation as also and more importantly, consumer behavior driven, my students and clients often think that I’m just trying to catch and hold their attention because I happen to be teaching an early afternoon 1:30 p.m. class or seminar. During such occasion, I tell my audience about a market survey finding strongly supporting this concept.

In my survey of toilet soap users, when my interviewers ask consumers what brand of toilet soap they last used when, say, they last took a bath, or what toilet soap brand they use most often, the survey has been tallying an over 40% of respondents claiming they’re into two brands. Such answers run counter to the concept of share of market, i.e., share of users. The market share measure requires that the answer to this question should mention one and only one brand.

When probed, the consumers claiming multi-brand usage had a common reason. One consumer typifies this reason: “It’s really two. For my face, I use Ivory. For my body, I use Palmolive.” So what has been happening is a usage behavior change. Consumers have been segmenting their toilet soap usage. Out of total toilet soap usage, there is now a face-using segment and a body-using segment. But it’s the same consumer. The same toilet soap-using consumer is in two market segments.

In each usage segment, it’s clear that this same consumer has a different usage behavior and a different set of priority soap product values. Here is a very real case where it makes practical sense for marketers to align their segmenting behavior along that of the consumer. Not to do so would risk loss of market share and lower participation in the now two consumer-driven market segments. It is this often neglected consumer behavior perspective in market segmentation that I am bringing to the subject in this book.

There’s another motivation on my part for this book on an old subject like market segmentation. This one has to do with the reality in the marketer behavior driven side of market segmentation.

The standard and most popular marketing textbook defines the segmenting step as consisting of two sub-steps (Kotler, et.al., 1999: p. 265, italics added): “Market segmentation is identifying and profiling distinct groups of buyers who might require separate products and/or marketing mixes.”

In marketing segmentation exercises and case analysis, my MBA students tend to overlook this definition of segmenting as a partitioning or dividing up step followed by a profiling step. Marketing practitioners like my clients are no different. Once they’ve identified segments or partitioned the total market into segments, they jump right away into targeting one of the identified segments as PTM or the primary target market segment. And then, that’s when they get into the profiling step.

This practice is particularly true when identifying segments by socio-economic classification (SEC). Perhaps because of the published data on Class AB, C and DE segments in terms of each segment’s discriminators, such as monthly family income, home, vehicle and household facilities ownership, education, and occupation, marketing managers tend to take the partitioning step as something that already incorporates the profiling step.

This raises the question of what is the appropriate marketing function of the profiling step. This is where some serious confusion exists. And the standard textbooks are not clear on this question. I look at this as strategic enough an issue worth a serious analytical work as attempted in this book. It is what this book calls a next-generation market segmentation framework.

The preceding also leads to the question of how good a segmenting variable SEC is. It’s an issue of validity that asks: “Is SEC measuring what it intends to measure?” It was a fortunate coincidence that as I was working on this subject of market segmentation, the opportunity to do some serious work on the SEC validity issue came along.

MORES (Market and Opinion Research Society of the Philippines) commissioned me to undertake a reanalysis of the past 5-year nationwide SEC data of its four largest research corporate members who were the country’s four leading market survey agencies. The results of this work led to another book writing project.

[bookmark: _GoBack]But the net result was a reinforcement of my conviction that what I have learned about strategic market segmentation as a process and a practice deserved sharing with both practitioners and academicians.


