Beyond market segmentation

Norman L. Barnett
“New technology shifts focus from consumer himself to his perceptions of products”
Foreword

This article reviews the various segmentation tech​niques used by consumer marketing companies for new product development. In noting that each ap​proach offers advantages for some problems but fails with regard to others, the author discusses a promising new concept product segmentation—which appears to offer significant advantages over the traditional mar​ket segmentation techniques.  Mr. Barnett is Presi​dent of Market Structure Studies Incorporated, an in​dependent new product research and development or​ganization in Cambridge, Massachusetts.

A widely circulated statistic in the consumer marketing world is that approximately 2 in 10 new packaged goods succeed. Put another way, 8 out of 10 entries fail to achieve the goals their manufacturers set for them. Even if the success rate for new consumer package goods were twice what the marketing facts of life indicate, the failure rate would still be quite grim.

Many of the research tools used by sophisticated consumer marketing companies for new product development fall into the broad category re​ferred to as "market segmentation." Recently some of these segmentation techniques have come under considerable fire. In this article I shall review and evaluate some of the more pop​ular of these techniques. In addition, I shall dis​cuss "product segmentation,” a new approach with which I have been working. As will be​come apparent, most segmentation techniques have applicability for some uses, but not for others. We shall be primarily concerned with the use of segmentation for new product devel​opment.

Marketing Segmentation ……..

Ever since Wendell Smith introduced the con​cept of market segmentation1 as a possible means of solving marketing problems, it has received much analytical attention. Segmenta​tion refers to the notion at the consumer group comprising a market for a product is com​posed of subgroups, each of which has specific and different needs or wants Typically, mem​bers of such subgroups are identified by one or more "people" characteristics- e.g., demograph​ic, sociographic, or personality variables. Once subgroups have been identified, marketers sup​posedly can improve their marketing efforts by more closely approximating the needs of each subgroup. The basic requirement of an opera​tional market segment is that it exhibit homo​geneous characteristics which permit identifica​tion, and eventually fulfillment, of a specific consumer want or need, thus resulting in greater profit for the marketer than would otherwise be possible.

Reproduced with permission from Harvard Business Review, Vol.47, January-February 1969, pp.152-166.

1. 
“Product Differentiation and Market Segmentation as Alternative Marketing Strategies,” Journal of Marketing, July 1916, p.1.

Operational obstacle: This apparently reason​able approach has run into one major opera​tional obstacle: the fact that consumers do not cooperate. Efforts to use people characteristics to identify groups of consumers with homo​geneous purchase behavior have been notably unsuccessful.
For example, in a survey of data on market segmentation of this sort, 2 Ronald E. Frank reported that the average co-relation between peo​ple characteristics and purchase behavior is low​er than 0.2. Using 17 demographic, sociographic, and personality variables, Frank was able to account for only approximately 4% of the vari​ance in purchase behavior.
Clearly, in some cases objective factors—such as income, religious affiliation, and so on—are of primary importance in explaining purchase behavior. (Consider for a moment the market for rosary beads.) But other markets, including most probably the majority of consumer goods markets, are composed of products which have appeal to many demographic "groups." 

 …….. Vs. product segmentation 
A recently developed concept — that of product segmentation — promises to have greater opera​tional value to marketing managers than does traditional market segmentation. According to it, people differentiate among the various brands in a market according to their perception of the brands' real or imagined characteristics; they choose brands whose characteristics they prefer. Brands tend to vary widely in their perceived characteristics but tend to be relatively sta​ble (unlike an individual consumer's preference. Consequently, each brand occupies a unique "niche" in the market, and together the brands present a usable "market structure."
Marketing managers have two important uses for segmentation analysis: (a) to improve the marketing program for an existing product; and (b) to develop a new product. In the former the implications of the product segmentation phi​losophy are interesting, in the latter they are perhaps revolutionary. If the product segmenta​tion concept has merit, marketers need to shift their measurement focus from consumer char​acteristics to consumers' perceptions of prod​ucts; to concentrate not on consumers as statis​tics, but on consumers' perceptions of unique characteristics that differentiate one brand from another. And new product introduction becomes the search for a position in the market struc​ture for a product which is preferred over the products currently on the market by a signifi​cant minority of consumers.
Current techniques
Let us examine briefly some of the more popu​lar methods and theories in the area of market segmentation. This overview will then be fol​lowed by a more detailed account of product segmentation.

Demographic method: Today, the most popular market approach is demographic segmentation. Unfortunately, it appears to be a relatively poor predictor of purchase behavior.
2. 
“Market Segmentation Research: Findings and Implications,” presented at the Graduate School of Industrial Administration, Purdue University marketing symposium on Application of the Sciences in Marketing Management, July 12-15, 1966.

In a 1957 article based on an analysis of a large-scale survey of consumer expenditures, in​comes, and savings, Irwin Friend and Irving R. Kravis concluded that many of the statistical tables they analyzed were "more remarkable for the similarity of consumption patterns they re​veal than for the differences." 3 The authors also showed some interesting patterns of con​sumption among people in different demograph​ic categories and geographic locations.
It is important to note, however, that they used general and independent purchase catego​ries such as food and housing. Because these categories are fundamental to the sustenance of life, data based on them are far too general to show any of the personal whims and preferences consumers exercise among the items within them. In other words, the authors' findings clear​ly indicate that patterns do occur as a result of resource constraints. However, Friend and Kravis fail to provide us with information on the util​ity of demographic analysis when choice among alternatives is present, as in the typical purchase situation where equal resources are needed but several brands are available.

Demography can play an important analytical role, both when brand preference apparently is not important or is absent (as in commodity mar​kets), and when the demographic characteristic itself is directly related to — and perhaps causes -consumption.
Take, for example, geriatric products. Simply by knowing the age distribution of the popula​tion, marketing managers should be able to pre​dict quite accurately whether the overall con​sumption of geriatric products is going to in​crease or decline in the near future. What they probably will not be able to predict solely from this information is the proportion of older peo​ple who will prefer one particular brand of ger​iatric product over another brand of the same product type.
Jack Z. Sissors highlighted a problem facing marketers who might use demographic or quasi-demographic analysis when he listed more than 40 variables which, he stated, must be consid​ered in order for such an analysis to be thor​ough.4 Of course, anyone familiar with the day-to-day marketing management of a product will have some data and a good intuitive feeling about the particular demographic characteristics of its market, if any. As with any intuitive, non-systematic process, however, important areas may be overlooked. While computers can help to reduce this problem, they too rely ultimately on the intuition of the marketer in specifying the input for computer analysis.
In summary, demographic analysis, as a mar​ket segmentation tool, may be helpful for iden​tifying market potential, but it appears too in​sensitive for predicting specific brand choice. It will therefore be of little help in aiding market​ers to understand what action they must take to realize untapped potential within a market.
Social structure: Observations of the effects of social class, group membership, and aspirations on purchase behavior have led to several hy​potheses on the usefulness of sociological and sociopsychological segmentation in marketing.
Social class, reference group theory, and fam​ily life cycle are three widely used concepts. Social-class structure is in essence a modification or adaptation of demographic data. Interest in the use of this concept was apparently spurred by evidence that income per se was becoming less effective as a differentiating variable.

3. 
New Light on the Consumer Market,” Harvard Business Review, January-February 1957, p. 115.

4. 
“What is a Market?” Journal of Marketing, July 1966, p.17.

For example, before blue-collar workers at​tained the high income standards they currently enjoy, marketers assumed (and probably rightly so) that income correlated fairly well with style of living. In recent years, however, truck drivers (who presumably are representative of the up​per-lower or working class) and college profes​sors (who presumably are representative of the upper-middle class) have come to earn about the same median income. Consequently, social class appeared to be a better indicator of pur​chase-related behavior than income.
The assumptions underlying class structure are that style of living, tastes, and therefore pat​terns of purchasing behavior depend on the "norms" of one's class. Using 3,880 households in the greater Chicago area, Pierre Martineau found that (a) there was, in fact, a social class structure, and (b) social-class membership af​fected shopping habits (as reflected in store pa​tronage), communications abilities, spend/save philosophies, aspirations, and life styles (as re​flected in the kinds of products and services purchased).''5
These relationships suggest that social class might be a strategic segmentation tool for cer​tain kinds of operations. The most directly ap​plicable results appear to be those that deal with store choice, life style, and communication skills. Mass marketers of consumer goods, how​ever, will probably find social class of little value in identifying market segments for their indi​vidual brands. As in demographic analysis, so​cial-class structure generally offers little insight into the factors that are associated with prefer​ence among brands in a product category.
It could be argued that, provided other means of delineating a segment are available, findings such as those reported by Martineau might help in designing the advertising and promotional material for a brand. Thus, if the brand franchise is drawn primarily from a single social class, the mass marketer might use to advantage data on the relationship between life style and commu​nications skills. Martineau's findings indicate that even if the market is heteroge​neous, information on its social-class composition might facilitate the mar​keter's message segmentation, thereby improving communication effec​tiveness.

For example, by matching the copy illustrations and layout of advertise​ments with the consumer profile of the media in which they are to be run, one might communicate more efficiently with the' various elements of the consumer group. Whether this is worthwhile, of course, is another matter. Preparing multiple versions of an advertising campaign is essen​tially like running several campaigns. There appears to be a feeling among consumer goods marketers that run​ning and evaluating one major prod​uct with one campaign is pretty much a full-time job; running and evaluating several campaigns at once may at best be unrealistic. The costs of using social-class data may, for the most part, be prohibitive.

Another underlying assumption is that purchase behavior is related pre​dictably to certain personality char​acteristics. This hypothesis is derived from several findings that relate per​sonality characteristics to media ex​posure.

In one study Elihu Katz and Paul Lazarsfeld found that highest expo​sure to popular fiction—e.g., soap operas, "true romance" magazines, and so forth—occurs among women who tend to be less gregarious and higher in anxiety than "average" women.6 Information of this type may be help​ful in message segmentation, but it has limited value for the marketer.
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5.
 “Social Classes and Spending Behavior,” Journal of Marketing, October 1958, p. 121

6. 
See Personal Influence (Glencoe, Illinois, Free Press, 1955.

In another study, conducted by the Advertising Research Foundation, al​most no relationship was found be​tween personality and preference for various types of toilet paper.7

Thus, on the basis of the empirical evidence, one would have to con​clude that personality has not been shown to be an effective basis for market segmentation.

Still another interesting sociopsychological concept, which interacts with social class, is reference group. Initially articulated by Herbert Hyman, this idea suggests that, for some people, behavior is influenced by their perception of appropriate behavior for members of groups to which they belong or aspire to belong.8 The reference group notion suggests, then, that one's current so​cial class is an index of purchasing behavior only insofar as one identi​fies himself with it, rather then with another social class. From a market​ing point of view, a consumer's ref​erence group may be even more dif​ficult to identify than his social class.

The reference group concept sug​gests strongly that, for specific mar​kets, the analysis of social-class struc​ture may be misleading. If a product such as a color television set is seen by the bulk of its consumer group (working-class families} as a symbol of upward mobility, portraying it in working-class surroundings might prove disastrous. According to the reference group hypothesis, it would probably be more effective to display the product in an obviously middle-class setting.

Family life cycle, another sociographic classification scheme, relates purchasing behavior to the fam​ily's stage in the normal life cycle. The major stages of the life cycle are hypothesized to be: (a) single; (b) married — no children; (c) married — children in the home; (d) married - no children in the home; (e) single — widow(er). Obviously, consumption of some products and services, such as diapers and baby food, is going to be directly related to life cycle. Knowledge of the proportion of fami​lies in the various cycle groups can therefore aid in estimating sales po​tential. However, life cycle is too insensitive a measure for establish​ing preference patterns' within prod​uct categories.

Usage Patterns: Another method of segmentation is based on patterns of product usage — i.e., an analysis of the various uses to which a particu​lar product or brand is currently put. Usage can, of course, vary for several reasons. On the one hand, a product such as all-purpose flour may be used by most consumers for several different applications. On the other hand, it may be used for a single but differ​ent application by several groups of consumers. In the latter case, profit​able "people" segmentation might be possible, and thus it merits investi​gation.

Segmentation by use is described in an article by Daniel Yankelovich, who recommends analysis of various product markets on the basis of sev​eral modes: patterns of usage, values derived from usage, aesthetic prefer​ences, and buying attitudes and moti​vations.9 Unfortunately, the article includes no information on how one would perform these analyses or on how one would decide on the ap​propriate method of segmentation. Yankelovich's version of segmenta​tion analysis appears to he largely in​tuitive.
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Are there consumer types? An attempt to Predict Buying Behavior from Demographic and Personality Traits (New York, Advertising Research Foundation, 1954).
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“The Psychology of Status,” Archives of Psychology, No. 269, 1942, p.94.

9. 
“New Criteria for Market Segmentation,” Harvard Business Review, March - April 1964, p. 83.

William H. Reynolds' argues that variety is a basic consumer want.10 Accordingly, he says, it makes more sense for a company to develop sev​eral products in each of its product lines than to apply Yankelovich's "segmentation analysis." People who want variety would then be encour​aged to switch within a company's product line, and not to seek other companies' products. Reynolds terms ludicrous the belief that there are large, finite, demographically identi​fiable groups of people who always prefer white bread, for instance, to the bread. Rather, people who like broad may use both kinds at different times or for different purposes.

Yankelovich argues that there are different satisfactions derived from various types of products, while Reynolds argues that within one product line there may be different satisfac​tions derived from several products that vary but slightly (he cites an ex​ample of Campbell’s Soup offering four different kinds of baked beans).

Though Yankelovich and Reynolds are both discussing preference, they clearly have different basic assumptions concerning the correlates of preference. Yankelovich assumes that the preference for a product depends on the characteristics of the person involved, and/or on the use to which the product will be put. He thereby implies that there are two elements which determine product choice — (a) people characteristics and (b) product characteristics.

Reynolds relies less heavily on peo​ple characteristics, assuming that the product's characteristics account pri​marily for differences in preference/ purchase behavior. A possible restate​ment of his argument might be put in the form of the question, "Why assume that any single individual always buys beans in tomato sauce and never buys beans in molasses? Is it not more reasonable to assume that a person or family will buy one type of product for some purposes but a different version of the same product for other purposes? This is a compelling argument, but, unfortu​nately, Reynolds does not offer a sys​tematic way of looking at products in a market that will enable market​ers to use product characteristics in developing new products. Reynolds' approach is basically similar to that underlying product segmentation. As we shall see next, other writers have gone further in this direction.

In Summary: Thus far, I have dis​cussed several methods commonly used for segmenting people into con​sumer groups. These techniques have two factors in common:  

1.
They appear to be primarily af​fective for estimating gross sales po​tential.

2.
They appear to he relatively in​effective for illuminating in some systematic and reliable way the phe​nomenon of brand preference. 

As markets have become larger and more competitive, the market plan​ner's primary function has shifted from forecasting the gross size of a market to estimating the probable performance of his current or pro​jected brand in the market. As we have seen, traditional methods of segmenting markets tend to break down when it comes to making these fine distinctions, Recently, a new approach—product segmentation —has been reported in the literature. This method, which segments by per​ceived product or brand characteris​tics, shows promise for marketers in predicting brand share.
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10. 
“More sense about Market Segmentation,” Harvard Business Review, September – October 1965, p. 107.

Brand Preference

The major difference between the traditional techniques and the new approach is suggested by their titles: market segmentation, concentrates on differences among people who com​prise markets; product segmentation concentrates on differences among products which comprise markets — i.e., compete with each other, For the marketer, however, the impor​tant difference is that product seg​mentation promises to be effective in explaining differences in preference for one brand versus another. In its early applications, it has shown un​usual promise for predicting behavior toward new produces. At present, product segmentation appears to re​quire three steps:

1. Learning how consumers differ​entiate among brands and products they see as constituting a market-that is discovering the product char​acteristics, real or imagined, which make each brand different from oth​ers in the category.

2. 
Building descriptions of possible new products from new combina​tions of product characteristics, or from combinations of old character​istics plus feasible new characteris​tics, and then evaluating consum​ers' preferences for these descriptions over the current brands in a large-scale national survey.

3. 
Selecting the new product de​scription that attains the desired pref​erence level and building the new product so that consumers see it as matching the chosen description.

Although the use of this approach for new product development has been too limited to draw firm conclu​sions about its validity, the mere possibility that new product perfor​mance is predictable warrants fur​ther consideration. I shall briefly dis​cuss two points of view on product segmentation,

Homogeneous Products:

In one of the first articles on seg​mentation by product characteristics Alfred A. Kuchn and Ralph Day sug​gested that marketers view consum​ers' preferences for a product, such as chocolate cake mix, as being normally distributed along some key dimension (e.g., "chocolatyness")11. If consumer preferences are in fact heterogeneous, then some consumers will prefer more of the key ingredi​ent — i.e., a more "chocolaty" cake mix — than will others.

The authors demonstrated that two of the most popular new-product evaluation research practices — pref​erence among variants and the paired comparison test —tend to lead re​searchers to create products which are more or less homogeneous. When the first test is used, the most popu​lar variant is generally chosen for production. Competitors' subsequent paired comparison tests wilt result in later entrants being similar. It is im​portant, Kuehn and Day asserted, that key product qualities be dis​tributed among brands in a manner parallel to consumers' preferences for the qualities.

11. 
See “Strategy of Product Quality,” Harvard Business Review, November – December 1962, p. 100.

For example, if "chocolaty-ness" is the key ingredient in chocolate cake mix, consumers may prefer different levels of "chocolaty-ness" (e.g., light, medium, dark). The au​thors Stress the importance of mea​suring preference for various levels of "chocolaty-ness" for while most con​sumers might prefer average "chocolaty-ness," a large minority might prefer light or dark. If all manufac​turers produced only the most pre​ferred level, the large minority would be ignored. The market share that each of several competitive manufac​turers with similar products would enjoy might be significantly less than the share one of them would hold by producing either a light or a dark chocolate cake mix, or both.

This approach offers a significant advance in that it draws attention to the ways in which preferences for product characteristics may differ among consumers. It should be not​ed, however, that Kuehn and Day left it up to the marketers to de​cide which product characteristics are most important to consumers.

Market structure analysis

A second approach to segmentation by product characteristics is market structure analysis, which is a research and development technology originally evolved by Professor Volney J. Stefflr of the University of California at Irvine, from work in psycholinguistics and anthropology. It rests on two specific hypotheses:

1. Consumers agree as to what characteristics any one of a group of competitive brands has, but they dif​fer as to which brand they most prefer. By asking consumers about the bases of similarity between brands they see as similar, the mar​ket planner can elicit the shared perceptions of a brand's characteris​tics. Positioning of brands is possible by using consumers' judgments of similarity to calculate how "close" each brand is to every other brand.


Thus brand positions constitute a framework or market structure. And since the market structure is shared broadly within a culture, the struc​ture for any given market may be discovered by simply collecting a small, heterogeneous sample of consumer judgments about similarity among products, and tile character​istics which lead to the judgment that some products are similar.

2. When a description of a pro​posed new product indicates definite consumer preference for the new product over current brands, it is possible to capitalize on that market potential by developing the product so that it is perceived by consumers as matching its description.

The contrast between this approach and market segmentation should be​come obvious on reflection. Con​sumers' preference is measured in terms of product characteristics rath​er than the characteristics of a hypo​thetical consumer population. (The term "product characteristics" is used here in the broad sense and includes "perceived" as well as "real" prop​erties.)


Thus the process of segmentation becomes a search for new, and as yet nonexistent, combinations of prod​uct characteristics for which there is significant unmet consumer demand; who prefers the new brand or prod​uct is relatively less important. When viewed in this manner, product seg​mentation is a systematic and supe​rior way of searching for new prod​ucts.

Research techniques
Volney J. Stefflre and I have argued that there are four distinct research steps involved in discovering and evaluating prod​uct segments in the typical con​sumer packaged goods market.12 Fur​ther thought, however, has made it clear to me that the philosophy of product segmentation is more impor​tant than any specific set of tech​niques. While the techniques I shall discuss in this section have been successful in predicting new prod​uct performance, it is certainly possible that alternative techniques could lead to equal accomplishments. Our four research steps include:

1. 
A "brands and usage" or "item-by-use" study to determine which brands are seen as competing for the same uses,

2. 
A judged-similarity study to de​termine which brands arc seen as similar, and what characteristics of brands consumers use in deciding whether brands arc similar.

3. 
A small-scale preference study to discover the proportion of con​sumers who like particular current brands, and who also prefer the pro​posed new products described.

4. 
A large-scale national probabil​ity preference study id discover, in the case of each of several new prod​uct descriptions, the proportion of consumers who prefer it to their cur​rent brands.


Specific steps 

Here is how each of the four research objectives just out​lined is accomplished.

First, determine what brands and products consumers see as competi​tive with one another.

Consumers may or may not agree with the manufacturer's view of the market, or with the brands and prod​ucts assumed by professional service organizations to constitute the mar​ket. Researching the interaction be​tween brands in a market and the uses to which such products are put allows one to arrive quickly at a list of the items consumers see as com​prising the market.

Second, collect consumer judg​ments of similarity among the prod​ucts comprising the market and their reasons for making such Judgments.

The similarity data are used as input for statistical computer pro​grams, such as factor analysis or mul​tidimensional scaling. When ana​lyzed, these data can show, by means of physical models, how the many brands and products in the market are perceived in relation to each oth​er. Generally three-dimensional configurations, these models are phys​ical representations of what I have earlier called the market structure.

Since the reasons consumers give for perceiving competitive brands as similar are recorded during the judged similarity interview, it is pos​sible to apply these criteria to the model of the market structure. In so doing, the marketer can begin to understand what perceived charac​teristics determine the positioning of each brand.

12. 
“An empirical Approach to the Development of New Products” (Cambridge, Massachusetts, Market Structure Studies Incorporated, 1968).

For example, if Brand A is seen as most similar to Brands D, F, H, and P, one can analyze the reasons consumers give for the A-D, A-F, A-H, and A-P similarity judgments. By considering together the various characteristics they list, one gains insight into the conglomerate char​acteristics Brand A is seen as having and begins to gain an understanding of the way in which consumers seg​ment competitive products.

With this accomplished, it is then possible to hypothesize new com​binations of current characteristics, and/or combinations of current char​acteristics and other feasible characteristics not currently found in the product category, thereby identifying possible new product opportunities.

Third, determine where these new product segments or descriptions, "fit" in the current market structure by doing small-scale preference research.

For example, consumers are asked to rank current brands in the order of their preference for them, and then to rank the descriptions of the proposed new products in the same manner. Subsequent comparison of these rankings provides a rough indication as to the brands with which each product description is competi​tive. Once all the descriptions are ranked in the current market struc​ture, the marketer can choose for further evaluation those descriptions which appear to fit in areas of high potential.

Fourth, conduct a probability pref​erence study among a projectable na​tional sample of consumers in order to make a final evaluation of the new product descriptions.

In such a study, the end result is a representative measure of the pro​portion of consumers who prefer each new description to their current brand. Thus the profit-oriented man​ager can determine two important things about each new product description tested:

1. 
What total preference exists for each possible new brand.

2. 
What incremental preference his company would enjoy with each new product description. (He can antici​pate the favorable shifts that would likely occur from both competitive brands and his company's own cur​rent brands, if any, to his proposed new products.)

Product bundle 

Once a new prod​uct description that promises to meet the desired marketing objectives is identified, the company has to de​velop the actual new product so that consumers will see it as the best existing example of the successful description. Briefly, this process includes discovering what psychologi​cal stimuli (colors, smells, shapes, tex​tures, scenes, and so on) are associ​ated with the descriptive words, and developing, through an evolution of consumer-perception testing, each of the integral components (i.e., package, product, name, and advertising). The resultant "product bundle" is then tested to determine whether con​sumers see it as the best currently available example of the target description, and if they behave toward it as they did toward its description.

If, for example, a consumer pack​age goods company determined that it should develop a "country coffee with hickory flavor," it would first use a range of colors, smells, shapes, scenes, and so on to discover which are seen as "country," which are seen as "hickory flavor," and which are seen as '''country coffee." These basic stimuli would provide direction for developing prototypes that would be tested to determine what charac​teristics they convey. Ultimate mar​keting success would require that consumers perceive each aspect of the finished product:, and the product as a whole, as being a better in​stance of a "country coffee with hick​ory flavor" than any other competi​tive brand on the market.

When a new product that matches the description is placed on the mar​ket, the assumption is that the pro​portion of people who ranked the description first (above the current brands or produces they use) will equal the proportion of those who actually prefer the new product. Be​cause the focus is on the character​istics consumers perceive within the various products (or brands) on the market, successful marketing requires that ail advertising and promotion be accurate in its description of the new product, rather than merely per​sistent or loud. Consequently, adver​tising and promotion assume critical importance, in their role of inform​ing consumers of the existence of the new brand and its significant char​acteristics.

To test the practicability of these assumptions, SteffIre studied the mar​ket for one consumer package brand in order to predict how a product seen as matching a specific descrip​tion would be received. Using its verbal description, he first evaluated the consumer preference for the new brand in a small geographic area. Then he observed the market test​ing of the new brand and its perfor​mance relative to his predictions. The results are shown in Exhibit I.
As this exhibit reveals, both the prediction of preference and the pre​diction of draw from competitive brands were generally quite close to the obtained figures.

Although we cannot draw any firm conclusions on the basis of only one test, it does seem that the prod​uct segmentation approach has two important advantages that other seg​mentation techniques lack — namely, the ability to predict with reasonable accuracy from research data (a) the approximate aggregate preference for a new brand (or a new product seg​ment), and (b) the effect a new brand will have on current brands and all this is done before the new product itself is built.

Concluding Note

A review of major segmentation techniques reveals an interesting pat​tern; each of the traditional market segmentation approaches appears to offer significant advantages for some problems but fails with regard to other problems. Now a newly devel​oped concept — that of product segmentation—shows promise of having greater operational value to marketing managers than the traditional techniques. Of major significance is the fact that the product segmenta​tion approach shifts the primary mar​keting emphasis from "whom you reach" to "what characteristics you build into the product."

If there is an overall conclusion to be drawn from this review, it is that marketing managers and researchers may very well have therefore been concentrating too literally on the consumer himself. The promising be​ginning of product segmentation ap​pears to indicate not only that an understanding of the consumers' per​ception of his environment may be more helpful in predicting his be​havior than is any measure of the consumer himself, but also that ef​forts in this area may mark a revo​lution in new product development.

Exhibit 1: 
Actual market performance of New Consumer Brand compared with Pretest Forecast

	
	Predicted
	Obtained

	Share of total market
	4.0%
	5.1%

	Share from competitive products
	
	

	Brand A
	38.0%
	36.4%

	Brand B
	11.0
	2.3

	Brand C
	8.0
	10.5

	Brand D
	5.5
	5.0

	Brand E
	5.5
	9.6

	Brand F
	4.0
	4.1

	Brand G
	4.0
	3.0
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