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Determining the scope of
a segmentation project

Summary

This chapter looks at the most crucial and complex issue in marketing, namely, how a market is
defined. Until this is clearly understood, issues such as market share, the identification of target
customers and their needs, and even the recognition of competitors, will continually cause
difficulty. It is the essential first step of your segmentation project, as illustrated in Figure 4.1.

Stage 1: Your market and how it works Figure 4.1: The segmentation
process — Step 1

Step 1: Defining the ‘market’
The scope of the project

Although it is not an unfamiliar term, it is important to note what we mean when we use
the term ‘market’ A ‘market’ refers to a particular need that customers are seeking to satisfy.
It is not product or service specific, and is looked at from the customer’s perspective clearly
describing what the customer intends the product or service to do for them. Defining
a market this way ensures you consider all the competing products and services that are
capable of satisfying a particular need.

This chapter is organized as follows:

A discussion about the geographic scope

Using the needs-based approach to define the market being segmented

The difference between wants and needs

Care in using products and product categories to define markets

Striking a meaningful balance between a wide definition and a narrow definition

Using distinct price bands and different end-uses or applications of the product to make
projects more manageable
A discussion about whose needs are being defined

The difference between customers and consumers
B Making the market definition appropriate to your company and its capabilities
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Allowing for limitations imposed by corporate structure

Sizing the market being segmented

A review of this step in the segmentation process

Background to the case study being used to illustrate Steps 1 to 5 of the segmentation
process, the definition of its market and further examples

Exercises further to help you determine the scope of your project.

Geographic scope

A segmentation project clearly requires a geographic boundary as this
will enable the project team to size the market, identify the localities
in which the market dynamics have to be understood and, once the
segments have been identified, develop the appropriate marketing
objectives and strategies for those localities. This can be as much of an
issue for local companies as for global companies.

Keeping the project within the borders of a single country is a man-
ageable starting point because the stage of market development, the
available routes to market and the pattern of marketing activity will
probably be the same throughout the country. Even this, however, may
be too extensive for some companies, simply because their geographic
reach is limited by physical and/or economic considerations, or even
because their appeal has a strong local sentiment attached to it. For
example, a local medical practice will find it difficult to offer an effec-
tive service beyond a certain distance, a regional distribution company
will find it difficult to provide a viable home delivery service around
the country and in Chapter 2 we saw how a privately-owned brewery
struggled to ‘export’ its product to other localities because its beer had
a strong ‘local” appeal.

For companies trading in numerous countries around the world
there is clearly an enormous attraction in finding a single global seg-
mentation model that can be applied to every country. However, the
experience of ‘globalization” has highlighted for many of these com-
panies that they have to “act local” in order to succeed in their market.
This does not mean that every country is completely unique in respect
of the segments found within it. What the international company may
find is that the global picture for their market can be captured by one
of the following:

1 To all intents and purposes there is a single global segmentation
model which at the local level simply requires a series of small
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