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Market Segmentation 
– the only known 

antidote to 
‘Death by Vanilla’
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Agenda

1.The obsession with ‘vanilla’

2.The market strategy solution

3.Segmentation – the key
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The obsession 

with ‘Vanilla’
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First, some Data
Research of 6,000 companies worldwide (PA Consulting 

Group 2003) found:

1. 97% of CEOs believe their priority is to create long-term 

value for shareholders.  

2. There are two ways that value can be created within 

companies

1. Operating at a cost advantage compared to others

2. Create a superior differentiation that supports a price premium 

over others

3. The research found that, on average the latter is three 

times more influential than the former in creating value 
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Differentiation 1
Stern Stewart (US) compared brand characteristics 

(consumer ratings between 1993-1995) with Company 

financial performance (1993-95, 95+)

They compared four components (Y&R) of Brands:

1. Knowledge – understanding of the product/service

2. Esteem – regard for the brand (evaluation)

3. Relevance – personal appropriateness of the brand

4. Differentiation – perceived distinctiveness of the brand

Source Stern Stewart
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Differentiation 2
They found that:

1. If differentiation grew in the period 1993-95, earnings 

grew by average 195%

2. If differentiation declined in the period 1993-95, earnings 

decreased by average 15%

3. If differentiation growth > relevance growth 1993-95, 

earnings increase by average 211%

4. If relevance growth > differentiation growth in 1993-95, 

earnings increase by average 59%

Source Stern Stewart
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But still the ‘lemmings’ dominate….
Productivity Frontier

(state of best practice)high

low

high low

Relative cost position

[Porter 1996]
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The eternal quest for ‘Vanilla’

• In the quest for productivity, quality and speed, 

companies imitate one another in a type of herd 

behaviour

• Driven by desire to ‘grow’ (sales and volume), this  

creates unnecessary ‘hyper-competition’

• Operational Efficiency is necessary, but it is not sufficient 

to win and it is not strategy

[Porter 1996]
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The problem

Who’s got time to 

think anymore?
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The commodity Vanilla slide
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Product/image 
differentiation

High Low

BRANDED
MARKETS

COMMODITY
MARKETS (Vanilla!)

How many 
winners?

1

Lots
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Why worry?
Introduction Growth Maturity Decline

Shallow slope

Supply;
• Can’t make it
• Lacking 
infrastructure
• High price

Demand:
• Early adopters
• High Price
• High Risk
• Little 
awareness

Steep slope

• Better 
awareness
• Availability
• More 
Competition
• Lower Prices 
• Early majority
• Emerging 
dominant 
standard or 
design

• No new buyers
• Repeat purchase
• Can get boring
• Best marketing?
• Market segmentation
• Customer focus

Market Shake-out
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The market 

strategy 

solution
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SCORPIO Marketing Strategy

Industry & 
Market

The

Customer
Segmentation
& Targeting

Organisation

Systems 
& Culture

Positioning
& Branding

Offerings

Retention
Strategies
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Market 

segmentation –

the key
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Scorpio© – 3. Segmentation & Targeting

7.How can we 

market to different 

segments?

6.Which segments can 

we/must we make 

our own? 5.How can we identify 

the most valuable 

segments and/or 

customers?

4.How can we 

prioritise the 

segments for 

approach?

3.How durable are the 

segments identified?

2.What segments 

exist in our target 

market?

1.What is the current 

state of 

segmentation in the 

organisation?
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Segmentation is..

“The subdividing of a market into homogeneous subsets of customers, where any subset 
may conceivably be selected as a market target to be reached with a distinct 
marketing mix.”  - Kotler

• Accepting that the ’Mass Market’ is DEAD

• Identifying groups of customers and prospects who are 
alike in some important way

• Understanding the differences

• Marketing to the segments separately

• Increasing ‘value’ if not ‘volume’

• Remembering that - One size does NOT fit all!
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Motivational

Segments

Boundaries

WHAT IS MARKETING SEGMENTATION?

WHY IS MARKET SEGMENTATION TOPICAL?

Segmentation is hot news
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And Hertzberg….

‘Hygienes’

‘Motivators’

Choose your model ….

From Maslow….  

Physiological

Safety

Belonging

Ego

Self

Actualisation

Diffusion of innovation

TIME

2.5%

13.5%

34% 34%

16%

Innovators Early
Adopters

Early
Majority

Late
Majority

Laggards
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But Segmentation is not easy

Past Description

Correlation Tactics

Future Prediction

Causality Strategy
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Market segmentation ... the rules

Segments must be:

1    Measurable

2    Accessible

3   Substantial

4    Mutually exclusive

5    Homogeneous in response to marketing variables

Source: Wind
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Motivations

Personality

Emotions

Motivation

Buyer-seller

relationship

Risk

perception

Purchase

situation

Store usage

Behavioural

Benefits

Urgency

Application

Order size

Family roles

Psychographics

Reference groups

Sagacity

Organisation DMU

Purchase policies

Purchase criteria

SEG

Class

Neighbourhood

Cultural

Technology

User status

Customer

capabilities

(financial)

Geography

Race/Ethnicity

Regions

Urban/Rural

Industry

Company size

Location

SIC

MOTIVATIONS DESCRIPTORS

C
O
M
M
O
D
I
T
Y

C
O
N
T
E
X
T

The Choice is Yours ...

Difficult Easy
Effective Efficient
Segmentation Classification
Longer Term Quick Wins
Strategic Tactical
Wider Change Little Change
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Then market the ‘right’ things

Low                                               High

Differentiation

High

Relevance

Low

DRIVERS
Features that are 

important to 

customers and highly 

differentiated from 

the competition

FOOLS GOLD
Features that are 

distinctive but do 

not drive customers’ 

loyalty to brand

NEUTRALS
Features that are 

irrelevant to 

customers

‘HYGIENES’
Features that are 
important to 

customers but are 
provided by all 
competitors at a 
similar level

A
d
a
p
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d
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m
: 
A
u
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e
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a
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Business

Perfectionists

Save my

Budgets

Technical

Idealists

Conservative

Technocrats

BUSINESS

RELIEF

TECHNICAL

REWARD

Example - Motivational segmentation 
for the IT sector (generic)

1 2

4 3
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Example: Communications Market

Working

Having to ...

Playing

(Driven By)

Events

65%of this is Socializing & Relating 

25%of this is driven by Children 

‘Nobody at home’ segment contains

no people
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Example: Information Prior to 
Purchase

The Fearful

Drudgery

Necessary

Chores

Hedonists

Apathetics

Brand

Driven
Taoists

5% 11% 14%

17% 15% 10% 27%
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Example: Communicating with 
customers, small business

Strugglers

Are you

being served?

Trying to

get better

Steady as

she goes

Arthur Daley

Business first Making a name

31% 17% 7%

10% 11% 14% 6%
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Example: Internet usage & ‘service’

Emotional Relationship

Functional 

Relationship

BelongingIndependence

Followers

Inquirers
Organizers

Recreators

WhizKids
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Example: ‘Life Transitions’

Adventure

& Fun

Dealing with

Family 

‘Stuff’

Preparing

Missing

Things

Developing

Maturing &

Growing

Escaping

Inner

Searching

W
o
rr
y
in
g

Personal 

strength

Being away

Coming back
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Example: Directing a UK company

Me

The System

Customers

Hurdles

Internal External

The actual allocation of time is skewed away from

customers and towards Self.
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Example – Business growth

Dodos

Lifestyle

Tankers Contented

Seekers

Detached

Today’s 

business

Tomorrow’s

business
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Segment Prioritisation - 1
• Prioritisation is required to:

1. Focus the organisation on the most attractive segments

2. Create enough effect with limited resources that there is 

market impact (Avoid the ‘Marmite method’)

3. Identify which market segments the organisation should 

not be addressing – and might transfer to the 

competition
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Applying the GE Matrix

High

Medium

Low

Our relative Business Strengths
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High               Medium     Low
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Making the calculations
There are a number of steps in the process:

1. What business are we in?

2. What are the key success criteria in our business?
• What is the relative importance of these issues? (Total = 100%)

• How do we believe that each segment will deliver on the individual 

success criteria? (Scores out of 5)

3. What are the key determinants of business success (for 

all players) in our business?
• What is the relative importance of these issues? (Total = 100%)

• How do we believe that we score on each criterion within each 

segment, relative to the competition? (Scores out of 5)
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•Unique customer propositions

•Clear market positioning

•Differentiation

•Brand values

•Retention,‘Loyalty’ & 

Relationships’

•Sustainable competitive 

advantage

•Market influence

•Market leadership

•Premium prices

•Profitability

•Better targeting

•More efficient 

promotion

•Less marketing 

‘wastage’

•Improved retention

•Improved ‘service’ 

levels

•More effective 

production

•Higher prices

•Focused NPD

•More Research

•Higher Costs of multiple 

markets

•Complicated 

administration

•Possible re-organisation 

costs 

•‘Inefficient’ production 

system

•Lower economies of scale

•Changing ‘habits’ of the 

organisation 

What can segmentation do for you?

Investment            Tactics                Strategy

THE PAIN                THE GAIN
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