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INTRODUCTION 

Market as old as humanity. Right from time 

immemorial market have existed in various form where 
 --  ^-~ ,—~* 

people or groups of person come together to exchange good 

and services. This exchange took different form. During the 

primitive era, it was a better of trade by barter (a situation 

where goods were exchange for goods). The advent of this 

market system was not static but dynamic. Dynamic in the 

serve that it undergoes series of changes and development. 

Due to the development and changes that characterized the 

world as a whole, our market situation or system have to grow 

to meet the current trend in the economy, therefore market 

segmentation and targeting becomes a necessary aspect to be 

employed by various groups and person to enhance effective 

service delivery in terms of goods and services usually for the 

satisfaction our consumers. 

To enhance effective service delivery, market 

segmentation and targeting therefore, become a necessary 

aspect that showed be taken into serious consideration for 

efficiency and profitability. 



 

NATURE OF MARKETS 

A market consists of all the actual and potential 

customers sharing particular needs or wants and who might be 

wiling and able to engage in exchange to satisfy such identified 

needs and wants (Kotler, 1997:13). 

Markets are heterogeneous in nature. Customers differ in 

their values, needs, wants, constraints, beliefs and incentives 

and the propensity to act in a particular way. Because of this 

perceived changes in the market, there is a tilt from mass 

marketing to differentiated or customized marketing- one 

where groups of customers or individuals are specially tailored 

with the firm's marketing efforts. 

MEANING OF MARKET SEGMENTATION 

What then is market segmentation. Jobber (1998:71) 

defined market segmentation as the "identification of 

individuals or organizations with similar characteristics that 

have significant implications for the determination of 

marketing strategy". Lilien and Rangaswamy (1998:56) 

defined market segmentation as a process of dividing 

customers whose valuations of a product or services vary  



greatly into groups or segments containing customers whose 

valuation vary little within the group but vary greatly among 

groups. A segment consists of customers who share similar 

characteristics and are expected to respond in a similar way to 

the firm's product or service offer -price, promotion, product 

style and design, etc. 

Market segmentation is therefore a process by which 

marketers identify and group the needs and wants of potential 

buyers based on their similarities, and the design and 

production of offering and marketing efforts to satisfy the 

chosen target group. The understanding of customer groups or 

market segment influence the type of market strategy a firm 

formulates. 

ADVANTAGES OF MARKET SEGMENTATION 

According to Jobber (1998:171), market segmentation 

brings the following gains: 

1) Through   segmentation,   the   best   market   

segment   is 

selected and targeted. 

2) All the company resources are tailored toward meeting 

the needs of the selected or target segment. 



3) Since   a   market   segment   consists   of  customers   

with 

similar needs and wants, it uses differential marketing 

strategies to create a competitive advantage. 

4) Since market segments are not static, it is necessary to 

carry out regular segmentation of the market. This will  

reveal new or emerging opportunities and threats in the 

market. 

DISADVANTAGES OF MARKET SEGMENTATION 

Market  segmentation  is  characterized   by the 

following disadvantages (Okwandu and Ekerete, 2001:20);  

1) The market is dynamic and because of this, the target 

market    must    be    constantly    reviewed     

and    the 

marketing programmes redefined. 

2) At times it is difficult to identify or recognized a true 

market segment because of the complexity of some 

markets. 

3) The market segment, which the firm's product targets, 

may     not    be     adequate     in     size,     for    

profitable 

investment. 



4) Market   segmentation   is   a   marketing   activity,   

the 

process   of   formulating   and   monitoring   the   

firm's 



marketing mix is an expense and adds to the cost of  

production. 

PRINCIPLES OF EFFECTIVE MARKET SEGMENTATION 

Wind   (1978:318)   gave   four   principles   that   must   

be observed in segmenting markets. These are: Measurability 

Accessibility Substantially Mutual exclusively 

Measurability: A market segment must be measurable. This 

requires that the marketer must know where the market is, its 

size and its characteristics. 

Accessibility: The marketer must be sure that he or she can 

access the market easily with its products, price, promotion 

etc. It is the degree to which marketers can reach segments.  

Substantiality: This principles holds that the market segment 

must be big enough to generate the expected returns on 

investment (ROI). 



Mutual exclusivity: Because of the homogeneity of 

customers in the target segment, it is believed that customers 

in a true segment will understand and response appropriately 

to the firm's marketing efforts. In the corollary, the segment  

will react negatively to messages, which are not intended for 

it. 

Anyanwu (2000:297) in addition to the above principles 

added two other principles: 

Profitability: The segment must be viable. It must be capable  

of generating the desire level of profit. It is a known fact that  

the  bottom  line for every  business  organization  is to  

make 

profit. 

Stability: The market segment should not be one that will  

easily be eroded by environmental changes. A highly volatile  

market is risky and dangerous to the business. 

Fifield  (1992:124)  in  addition to the above  

principles identified another two principles: 

The segment must be  recognized  by the 

customers 

themselves. 

Intermediaries in the channel must also recognize the  



segment. 



SEGMENTATION METHOD 

There is no best single segmentation approach. It is the 

place of the marketing researcher to decide on the type of 

approach. His choice should be guided by the marketing 

problem at hand, the timing, the availability of relevant data, 

etc. 

Kotler et.al (1996:244) gave a two-step approach to 

market segmentation. The steps are: 

1) Identification of bases for segmenting the market. 

2) Developing profiles of resulting segments. 

The bases of segmentation should focus on the demand or 

behavioural variables, example, customers' needs, wants 

benefits sought, problem solutions desired, usage situation 

and life style. In the second step, having found these 

behavioural differences, the people who exhibit them are 

described using the profile variables such as: age, gender, 

life cycle, social class, education, income, geographical and 

demographic factors. 

Jobber (1998:174) differs slightly on which of the 

variables the marketer should identify first. He observed 

that the profile variables are often identified first and then 

the segment that is described will be examined to see if  



they show varying attitudes and expectations toward Global 

System Mobile (GSM) communication services in Nigeria.  

SEGMENTATION VARIABLES 

Lilien and Rangaswany (1998:63) classified segmentation 

variables into bases and descriptors. Kotler et. al (1996: 246), 

divided segmentation variables into four 

categories-geographic, demographic, psychographic, and 

behavioural. The geographic, psychographic and behavioural 

variables are bases variables, while demographic variables are 

descriptive or profile variables. Let us explain the elements of 

each major variable. 

Geographic Segmentation: The market is divided into 

different geographic units, such as nations, states, regions, 

local governments, districts and neighbourhoods. 

Demographic: The market is divided into groups based on 

demographic variable such as age, gender, family, life cycle, 

income, occupation, education, religions, race and 

nationality. 



 

Psychographic segmentation: The market is divided into 

different groups based on social class, lifestyle and personality 

profile. 

Behavioural segmentation: The market is divided into 

groups based on use occasion, usage level, brand loyalty, 

knowledge, attitude, benefit sought, perceptions and beliefs.  

PROBLEMS        ASSOCIATED        WITH        

SEGMENTATION 

Notwithstanding the beauty and verity of segmentation to 

marketing practice, it is characterized by inherent theoretical 

problems (Fifield, 1992:126), These are:  

1) It    describes    the    past:    Past    activities    

such    as 

customers' reaction to product offering, sales volume, situation 

analysis,    marketing    actions   of   the   firm    and    

marketing 

strategies are not futuristic. It is therefore difficult to predict  

the future by extrapolating from the past. 

2) Correlation:  Segmentation  describes the 

characteristic 



of customers in a chosen market segment. It may be a good 

correlation   but  not enough  to  help  the  firm   leap   

into  the 

future. What the firm needs to survive in the future is some 



degree of causality. It is dangerous to build a strategy on a 

relationship, which is not causal, 

3) Description: This refer to an in-depth description of 

existing customers based on age, income, occupation, 

education, family stage etc. The element of description impose 

some limitations as it cannot say that because of the presence 

of X, the customers will act in some way which is different and 

unique from the rest of the market place. What is important in 

strategizing is predictions. 

TARGET MARKETING 

Target marketing is the end product of market 

segmentation. After segmenting the market into segments 

based on identified variable, the next step is to select the most 

attractive segment which the firm will deploy its marketing 

effort. At this point, let us take a definition of target market. 

Target market is a market segment selected by the firm, which 

it intends to serve efficiently and profitably.  

APPROACHES TO TARGET MARKETING 

There are two common approaches to targeting a market 

(Lilien and Rangaswany, 1998:59): 
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1) Evaluation of the attractiveness of each segment using 

variables that quantifies the demand and the company's 

capability of competing in the segment. Here the marketer is 

expected to evaluate the attractiveness of each segment based 

on a number of clearly defined criteria. These criteria are:  

a) Market Factors 

Segment size 

Segment growth rate 

Price sensitivity 

Bargaining power of customers 

Bargaining power of suppliers 

Barriers to market segment entry 

Barriers to market segment exit. 

b) Competitive factors 

Nature of competition New 

entrants Competitive 

differentiation 

c) Political, Social and environmental factors  

Political issues 

Social trends 
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Environmental issues 

d)     Capability 

Exploitable marketing assets 

Cost advantages 

Technological edge 

Managerial capabilities and commitment. 

BASIC STEPS IN MARKET SEGMENTATION 

Step 1 

We believe usability, action ability and applicability to different 

marketing, operational, and business decisions all depend on 

understanding exactly who in the company plans to use the 

results and how the plan (or hope) to use them. So that's our 

first step. 

Step2 

Unlike other consulting firms, Copernicus Marketing Consulting 

recognizes that no one can possibly know what descriptive, 

definitive variables will be predictive of profitability and 

desirable behaviours until we talk to current and prospective 

customers, collect data from a representative sample of  
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customers and prospects, and undertake serious analysis. This 

study must include hundreds of diverse variables-all of which 

might be candidates for a market segmentation solution 

-including needs, psychographics, demographics, behaviours 

and media preferences. 

Step 3 

Next, we test them to see which are related to profitability and 

proxies for profitability and identify the key variables about 

people -or firms for a B2B product or service- that best predict 

what they are doing or will do (or both) in the marketplace. 

We use different analytical tools including cluster analysis, 

latent class, and neural networks. 

Step 4 

With some possible market segmentation schemes in hand, we 

evaluate possible solutions in terms of managerial, statistical, 

and financial criteria. We ask questions such as are we seeing 

different brand preferences? Different consumption levels? 

Difference levels of profitability? We also consider their 

"manageability"- which market segmentation solution is most 
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easily understood? Is this approach more or less easy to 

implement? Will the sales force be able to use it?  

Step 5 

Last but certainly not least, we rank order alternative market 

segments in terms of their return on investment and hand the 

client marching orders-here's who you should concentrate your 

marketing efforts on to grow your business.  

A good market segmentation provides a company with 

clear direction on which group or groups represent the best 

target-one that represents a disproportionally high share of 

potential profitability to the company and can easily be 

identified in the population or in customer databases. If a 

market segmentation meets those requirements, then it will 

pay for itself many times over, If it doesn't, then it will become 

a quickly discarded waste of resources- gathering dust on a 

shelf. 

We don't want to waste your time, money, or energy. 

The end-goal of every one of our market segmentation and 

targeting exercises is to yields distinct, proprietary, highly 

profitable market segments-segments that your competitors 

do not even know exist! - described in rich detail in order to  
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dramatically improve marketing efforts, boosting market share 

and profits. 

POSITIVE MARKET SEGMENTATION 

Market segmenting is the process that a company divides 

the market into distinct groups who have distinct needs, 

wants, behaviour or who might want different products and 

services (Aminjonov Mirhabibjon, "Marketing Introduction" 

(2009))  Broadly, markets can be divided according to a 

number of general criteria, such as by industry or public 

versus private sector. Generally segmentation is conducted 

using demographic, geographic, attitudinal or behavioral data. 

Small segments are often termed niche markets or specialty 

markets. However, all segments fall into either consumer or 

industrial market. Although industrial market segmentation is 

quite different from consumer market segmentation, both 

have similar objectives. All of these methods of segmentation 

are merely proxies for true segments, which don't always fit  

into convenient demographic boundaries. 

Consumer-based market segmentation can be performed 

in a product specific basis, to provide a close match between  
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specific products and individuals. However, a number of 

generic market segment systems also exist, e.g the Claritas 

Prizm system provides a broad segmentation of the population 

of the United States based on the statistical analysis of zip 

codes. 

The process of segmentation is distinct from targeting 

(choosing which segments to address) and positioning 

(designing an appropriate marketing mix for each segment). 

The overall intent is to identify groups of similar customers 

and potential customers; to prioritize he groups to address; to 

understand their behaviour; and to respond with appropriate 

marketing strategies that satisfy the different preferences of 

each chosen segment. Revenues are thus improved. 

Improved segmentation can lead to significantly 

improved marketing effectiveness. Distinct segments can have 

different industry structures and thus have higher or lower 

attractiveness (Michael Porter). With the right segmentation, 

the right lists can be purchased, advertising results can be 

improved and customer satisfaction can be increased. 
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SUCCESSFUL SEGMENTATION 

When numerous variables are combined to give an 

in-depth understanding of a segment, this is referred to as 

depth segmentation. When enough information is combined to 

create a clear picture of a typical member of a segment, 

this is referred to as a buyer profile. When the profile is limited 

to demographic variables it is called a demographic profile 

(typically shortened to "a demographic"). A statistical 

technique commonly used in determining a profile is cluster 

analysis. Other techniques used to identify segments are 

algorithms such as CHAID and regression -based CHAID and 

discriminant analysis. Alternatively, segments can be modeled 

directly from consumer preferences via discrete choice 

methodologies such as choice based conjoint and maximum 

different scaling. 

George Day (1980), describes model of segmentation as 

the top-down approach: You start with the total population 

and divide it into segments. He also identified an alternative 

model which he called the bottom up approach. In this 

approach, you start with a single customer and build on that 

profile. This typically requires the use of customer relationship  
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management software or a database of some kind. Profiles of 

existing customers are created and analysed. Various 

demographic, behavioural, and psychographic patterns are 

built up using techniques such as cluster analysis. This process 

is sometimes called database marketing or micro-marketing. 

Its use is most appropriate in highly fragmented markets. 

McKenna (1988) claims that this approach treats every 

customer as a "micromajority". Pine (1993) used the 

bottom-up approach in what he called "segment of one 

marketing". Through this process mass customization is 

possible. 

PRICE DISCRIMINATION 

Where a monopoly exists, the price of a product is likely 

to be higher than in a competitive market and the quantity 

sold less, generating monopoly profits for the seller. These 

profits can be increased further if the market can be 

segmented with different prices charged to different segments 

(referred to as price discrimination), charging higher prices to 

those segments willing and able to pay more and charging less 

to those whose demand is price elastic. The price discriminator 

might need to creat rate fences that will prevent members of a 

higher price segment from purchasing at the prices available 

to members of a lower price segment. This behaviour is  
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 rational   on   the   part  of the   monopolist,   but  is   often   
seen   by 
* 

competition authorities as an abuse of a monopoly position, 

whether or not the monopoly itself is sanctioned. Examples of 

this exist in the transport industry (a plane or train journey to 

a particular destination at a particular time is a practical 

monopoly) where Business Class customers who can afford to 

pay may be charged prices many times higher than Economy 

Class customers for essentially the same service. Microsoft and 

the video industry generally also price very similar products at 

widely varying prices depending on the market they are selling 

to. 

EVALUATION AND CONCLUSION 

Market segmentat ion and target ing f rom our 

evaluation is s necessary and factor or requirement to effective 

service delivery. Consumers and manufacturers of different 

goods and services employed this strategies were the needs of 

consumers can be enhance through identification of 

sustainable variables that quantities the demand and supply of 

the target market. 

Finally, target market is an imperative for every marketer 

no matter how well conceived, produced and packaged a 

product. A product that is wrongly targeted will not gain 

market acceptance and will eventually fail in the market place.  
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