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Week 2 Discussion 1: Segmentation
Market segmentation refers to the division or categorization of consumers into various groups based on their common needs (Goyat, 2011). A company may divide its customers into these groups using the behavioral, psychographic, demographic or geographic characteristics of these customers (Goyat, 2011). The main purpose of segmentation is to identify certain segments on which the company can focus its marketing resources to attain competitive advantage (Goyat, 2011). Segmentation is crucial to a marketing strategy because consumers are increasingly acquiring different needs (Aaker et al., 2015). As such, more companies are consistently differentiating their products and services to meet these different needs (Goyat, 2011). Consequently, to gain a competitive advantage, companies must have an adequate understanding of the consumers’ needs and identify ways of channeling their resources to meet the needs of the different groups of consumers (Goyat, 2011). By classifying their customers into different segments, companies can identify the segments that have the highest possibility of creating maximum profits. In this sense, the company becomes more effective at utilizing its resources in addressing the needs of the customers who will generate the most profit and put less effort into addressing the needs of those who will be least profitable (Goyat, 2011).
I once worked at a retail company that sold shoes for all age groups. After several months, the company realized that most of its customers were teenagers, followed by adults, and children’s shoes generated the least profit. As such, the company decided to prioritize restocking the shoes that were often bought by teenagers. To further target the teenage customer segment, the company intensified its social media marketing initiatives based on the idea that teenagers most frequently used social media platforms more than any other age group. This strategy was effective because it resulted in substantial profits for the company and a larger and more loyal customer base mainly made up of teenagers. In this instance, the company segmented its customers based on their age, which is a demographic characteristic. The segmentation allowed the company to focus more of its resources on meeting more of the needs of its teenage customers than any other group, thereby illustrating how segmentation can enhance the effectiveness of resource utilization in a company.
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