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INDUSTRIAL MARKET SEGMENTATION

Yoram Wind and Richard Cardozo

INTRODUCTION

Professors Wind and Cardozo present in this
paper a conceptual approach to the
segmentation of industrial markets together
with resuits from an exploratory survey of
current segmentation practices in industry.

Although segmentation is often claimed to
have been used as a marketing tool it could be
that its main use is to explain results in an ex-
post study after marketing has taken place.
Wind and Cardozo naturally wish that market

segmentation strategies be used a priori and
present two examples to encourage appropriate
use of market segmentation in planning and
control of marketing strategies.

Although in the author's words their
approach is “‘conceptual” the Egditorial Board
of IMM believe it to be practical. Should any
readers disagree that the segmentation approach
can and should have an impact on the
marketing of industrial goods we shall be
pleased to hear from them.

The purpose of this paper is to outline
theoretically sound segmentation strategies, to
explore the current market segmentation
practices among manufacturers of industrial
goods and services, and finally to contrast
theoretically-derived strategies with current
practice. It is our hope that understanding and
questioning the current industrial segmentation
practices in light of an “ideal” model may help
identify promising areas for further study and
encourage such explorations. The *‘ideal™
model described here has been developed from
the Hterature on market segmentation (which is
primarily concerned with consumer markets),
combined with pertinent literature on industrial
buyer behavior,

The concept of market segmentation is a
logical outgrowth of the marketing concept and
economic theory, and is at least conceptually as
applicable in industrial marketing as it is for the
marketing of consumer goods. Daniel
Yankelovich (1964) showed examples of the
usefulness of segmentation in industrial
markets. Knowledge of the size and hetero-
geneity of market segments may be essential to
organizing for effective indusirial marketing
(Ames, 1971).

Recent texts and articles on industrial
marketing (Alexander et al., 1967, Rowe and
Alexander, 1968; Wilson, 1968; and Dodge,
1970) include, however, no more than brief
mention of market segmentation, and only
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cursory attention to the nature and behavior of
the industrial buying decision making units.
Given our initial statement that the concept of
segmentation is conceptually a relevant (and
even a crucial) ingredient in the design of
industrial marketing strategies, the neglect of
market segmentation in the industrial
marketing literature can be explained if
industrial firms do not follow a strategy of
market segmentation, or, alternatively, if the
introductory statement is wrong.

Our research indicates that industrial
marketers by no means use market
segmentation strategies as widely or
effectively as they might. Segmentation appears
to be largely an after-the-fact explanation of
why a marketing program did or did not work,
rather than a carefully thought-out foundation
for marketing programs. Yet two examples
which will be described make it clear that
market segmentation can indeed be a profitable
strategy for industrial marketers.

THE CONCEPT AND IMPCRTANCE OF
MARKET SEGMENTATION!

A market segment is simply a group of
present or potential customers with some
common characteristic which is relevant in
explaining (and predicting) their response to a
supplier’s markceting stimuli. For example, a
maurket segment may consist of all firms whose
annual purchases of steel exceed $5 million, but
are less than $10 million. Buyers of noise-
muffling equipment may be divided between
those whose applications will be visible, in
which appearance is important, and those in
whose applications appearance is inconse-
quential. Buyers of many products may
usefully be segmented into two groups: repeat
buyers and first-time buyers, which differ with
respect to the communications strategy which a
prospective supplier might employ (Robinson
and Faris, 1967).

As a2 marketing strategy, market
! Portions of this section are drawn from Frank et al. 1972.

segmentation involves first identifying
particular segments, and then developing
differentiated marketing programs for each of
those segments. These programs may differ
with respect to product design, communication
or distribution channels used, and advertising
and selling messages. To be useful to marketers,
segments must be sufficiently different from
one another and sufficiently large (and profit-
able) to make such tailoring of marketing
programs worthwhile. Segments must also be
accessible through specific communication and
distribution channels. This accessibility may be,
however, either via the media and distribution
outlets reaching the segment (controlled
strategy), via the message design (self-selection
strategy)} or in the most desirable case via both
the media and message strategies. (Frank ef al.,
1972). Sometimes identification may be very
difficult or economically unfeasible, in which
case the industrial marketer faces essentially
one undifferentiated set of buyers. At the other
extreme, each individual customer might
conceivably constitute a segment. Unless the
customers were few in number and each
cconomically significant, the marketer would
face an array of virtually unmanageable variety.
The art of employing market segmentation,
then, involves appropriate grouping of
individual customers into a manageable and
efficient {in a cost/benefit sense) number of
market segments, for each of which a different
maurketing strategy is feasible and likely

profitable.
Conceptually, the choice of segmentation as

a marketing strategy for industrial goods and
services is predicated on the same assumption
and criteria as segmentation for consumer
goods. The only differences, therefore, between
consumer and industrial market segmentation
involve the specific bases used for segmentation.

An “ideal’”” Segmentation Model

Because some of these bases differ, we propose
that industrial markets be segmented in two
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stages. The first stage involves formation of This hierarchical approach enables an initial
macrosegments, based on characteristics of the sereening of organizations and selection of

buying organization and the buying situation. these macrosegments which, on the basis of
The second stage involves dividing those macro-  organizational characteristics, provide
segments into microsegments, based on potentially attractive market opportunities.
characteristics of decision-making units (DMUs).  Organizations which may have no use for the
A flow chart which outlines this approach given product or service can be ¢liminated.
appears in Fig. L Starting with the grouping of organizations into

Given a generic Corporate objectives ]

Product/service and resources

START

Identify Macro Segments based
on kev prganizatipnal character-
istics such as:

aSize

sUsage Rate

sApplication of Product
¢51C category; end market served

#0rganization Structure
slocation
eNew vs. Repeat Purchase

v

Select a set of "acceptable" -
macro segments

Evaluate each of the selected macro 1 If it does, stop
segment on whether it exhibits __’I and use the macro
distinct response to the firm's segment as the target
marketing stimuli segment

If it deoes not, identify within each
acceptable macro segment, the relevant
micro segments (i.e., with homogeneous
response) based on the key DMU character~
istics. This characteristic can be the
criterion used in choosing among
alternative suppliers cor any other DMU
characteristic, such as:
ePosition in authority and
communications networks of firm
ePersonal characteristics:
demographic, personality
ePerceived importance of purchase
eRelative importance of specific
determinants of buying decision
sAttitudes toward vendors
eDecision rules

Select the desired target micro segments
based on the costs and benefits associated
with reaching the segment.

Identify the complete profile of the segment
based on the Organizaticnal and DMU character-
istics.,

Figure 1. An Approach to Segmentation of Organizational Markets.
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homogeneous macrosegments also provides a
reduction in the total research effort and cost.
Instead of examining detailed buying patterns
and attempting to identify the characteristics of
the decision-making units in each organization
individually, such analysis is limited only to
those macrosegments which passed the initial
screening. Furthermore, since most of the data
for the initial screening can be drawn from
available secondary sources (e.g., company files)
and the screening procedure can be largely
programmed, the research phase is relatively
cheap and can be standardized as part of the
firm’s marketing information system.

In this first stage, a marketer may use a
variety of bases, singly or in combination, to
form macrosegments, Size of buying firm and
rate of use of the particular product for which
the marketer is planning can provide an estimate
of potential sales.

Once the marketer has formed a set of
acceptable macrosegments, he may divide each
of them into microsegments, or sinall groups of
firms, on the bases of similarities and
differences among DMUs within each macro-
segment, Information for this second stage of
segmentation will come primarily from the sales
force, based on salesmen’s analyses of situations
in particular firms, or from specially-designed
market segmentation studies.

DMUs may differ with respect to the com-
position and position within a firm, and with
respect to their decision-making behavior.
Composition of the DMU may effect its
position in the authority and communications
networks of a firm. A DMU composed of
relative newcomers to a buying firm, no one of
which occupies a top or second-level position in
his department, is likely to have little power to
press its recommendations on others, and may
not be fully integrated into the “‘informal
organization” which may frequently be the
network necessary to obtain acceptance of new
concepts products or procedures. Clearly, such
a DMU presents a more difficult task for a
marketer with a novel offering than one

composed of senior established corporate
officials who have close contacts throughout
the organization,

DMUs may differ with respect to the
importance they attach to the purchase of a
particular item; the relative weight they attach
to such purchase variables as price, quality and
service; their attitudes toward particular types
of vendors; and the specific rules they employ
to seek out and evaluate alternative offerings.
DMUs which consider a specific product
important, require prompt delivery and perhaps
technical assistance, wish to deal with well-
known vendors and seek a bid first from a
supplier with which they have dealt previously,
constitute a microsegment of considerable
promise to a highly visible supplier with ability
to meet delivery and service requirements, who
has done business with firms in this micro
segment. Such a supplier would have distinct
advantage over a competitor who sought to
enter this microsegment with a low-service, low-
price product.

The output from this segmentation model
should include (1) a key dependent variable on
which firms can be assigned to segments, i.e.,
the bases for segmentation, and (2) a set of
independent variables which allow a marketer
to predict where along the key dependent
variable a particular group of potential
customers may lie as well as provide greater
insight into the key characteristics of the
segment, i.e., the descriptors of the segment.
For example, a key dependent variable might
be “criteria used to evaluate alternative
suppliers.” In one situation, a marketer found
that “‘prompt periodic delivery of lots with less
than five percent defects” was the paramount
consideration used by some firms in choosing
among suppliers for a particular component
part. That same component was purchased by
other firms almost entirely on a “lowest cost
per thousand units’ basis. After some
investigation, the murketer discovered that
three independent variables differentiated these
two types of buyers, or segments: (1) size of
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firm, measured in number of employees:

(2y SIC category: and (3) the type of individual
most influential in the buying decision.
Customers who insisted on adherence to
delivery and quality standards were typically
large firms in three SIC codes, Within these
firms the most powerful member of the DMU
was a quality control man or a purchasing agent
with engineering training. In contrast,
customers who bought on pricc were typically
smaller firms, in haif a dozen SIC codes, only
one of which overlapped that of the first type
of customer. Principal buying influences in
these firms included purchasing agents without
technical backgrounds, and production
management personnel.

Selection of appropriate dependent variables
should be based on the particular marketing
problem the manager wishes to solve. In the
preceding example, the problem was to reach
new customers with a product which they had
previously not purchased in appreciable
quantities from any vendor. As users’
requirements increased, they solicited
numerous bids and began to set standards for
reviewing those bids. Consequently, knowledge
of those standards became the variable of key
importance to the marketer. In another
situation, knowledge of buyers’ “switching
rules” was of central importance. The marketer
had lost a few previously loyal customers to
competitors, and wished to know why. The key
dependent variable of interest to him was
“buyers’ sensitivity to cha.ges in competitors’
otferings.” He discovered that some buyers
would switch for a price reduction of less than
five percent, while others were reluctant to
change suppliers until the price differential on
this particular product exceeded 20 percent.

The art of market segmentation involves
choosing the appropriate bases for segmenting
industrial markets. The bases mentioned here
have appeared in the marketing literature
(Cardozo, 1968; Feldman and Cardozo, 1969:
Frank et al., 1971), and are presented as
illustrative but by no means exhaustive of the
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bases which could be used. Because a marketer
may choose key segmentation variables from an
array of several dozen (or more), research to
identify the most appropriate of those vuriables
may be well worthwhile. Furthermore, because
customers’ needs and competitors’ activities are
constantly changing, a marketer must review
his segmentation strategy periodically.

After identifying appropriate target segments.
the marketer must analyze the profitability of
differentiating his marketing program to reach
multiple target segments. A first approximation
of this cost/benefit analysis may often be made
before detailed segmentation analysis is begun.

Relevant costs typically include those
associated with product modification, selling
and advertising. Although costs of making
initial modifications of a particular product
may be modest, the marketer will incur costs in
carrying an additional product or line in
inventory, and may incur hidden costs through
confusion or misunderstanding on the part of
salesmen and distributors. During the last
several years many firms have proliferated their
product lines to reach customers with highly
individualized requirements, Today, many of
those same firms look at product deletion (and
not enly new product introduction) as a source
forincreased profitability hence, eliminating the
highly specialized and unprofitable offshoots of
their principal products.

Sometimes an especially intensive selling
effort may be required to reach a particular
market segment. If this effort transfers sales-
men from their routine calls, there will likely
be a cost in terms of sales delayed or lost
entirely. If headquarters personnel, in addition
to field sales staff, are involved, the costs may
be much greater. Because these costs typically
involve no internal budget transfers and only
modest out-of-pocket expenditures, marketing
managers frequently overlook them.

The costs of advertising to reach a particular
market segment ordinarily include preparation
of separate copy and perhaps illustrations, as
well as media costs. Because both types of




charges may be highly visible, many firms under-
utilize differentiated advertising as a tool in a
marketing segmentation strategy.

The Payoff From Segmentation

Two exampiles iilustrate the potential payoff
from fellowing a marketing segmentation
strategy. The first example describes a situation
in which a fairly simple, single stage
segmentation strategy yielded substantial
profits. The second examplie describes a case in
which the second stage of segmentation
contributed to a substantial increase in profit.

Single-Stage Segmentation

A murketer of spray painting and finishing
equipment who had a new system to offer
divided his markets into macrosegments on the
bases of SIC category, size of buying firm and
location. The marketer developed two distinct
strategies: one for large firms in a particular SIC
category, all of which were located within four
states; another for smaller firms located both in
those and in other states. The SIC categories of
firms in the second segment overlapped, but
were not identical with, those in the first
segment. The marketer had observed that
decision-making practices for capital equipment
differed between the two segments. The large
firms were receptive to cost-saving innovations
in equipment, tested new equipment
extensively, and willingly switched to new
equipment which had proved its value in
operating tests and benefit-cost analyses. Firms
in the second segment were notably resistant to
change, and historically had adopted new
capital equipment innovations only after large
firms — like those in the first segment — had
done so.

Accordingly, the marketer concentrated his
efforts on the first segment. Field salesmen,
supported by headquarters statf, diverted their
activities from smaller firms to concentrate
almost exclusively on the larger ones. The

marketer provided equipment for testing, and
set up and helped to supervise test lines in
plants of the largest manufacturers. Later, as
this effort became successful, the field sales
force reapplied its efforts to smaller firms,
without, however, entirely discontinuing
contact with the larger ones. These selling
efforts to the smaller, more dispersed firms
were supported with an advertising campaign
which described installations in selected large
firms and included endorsements by executives
in these firms, but did not include provisions
for extensive testing.

Results of this segmentation strategy
included penetration of both segments, which
had previously been dominated entirely by
competitors. Company execufives attributed
their success to a good product and to
following this segmentation strategy, citing
instances in which other cost-effective
innovations had not been accepted in these
markets.

Two-stage Segmentation

In the preceding example, single-stage
scgmentation sufficed, because decision-making
behavior was correlated closely and positively
with size, SIC category and location. In the
following example, decision-making behavior
appeared not to be related to size of firm.
Consequently, two-stage segmentation was
necessary.

A small manufacturer of high quality metal
components had traditionally segmented the
geographically concentrated market which it
served on the bases of SIC category and size of
buying firm. The company concentrated its
sales and sales support activities more on some
SIC categories than on others, and followed a
form of “key account” planning, which led to
emphasis on customers with large potential
volumes. Because sales potentials were
frequently not attained, company officials and
salesmen attempted to differentiate those
customers which gave the company a high
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proportion of their business from those which
gave the company only a small portion of their
business. Results from this analysis indicated
that the company enjoyed considerable success
among customers who purchased its particular
type of product simply by telephoning previous
suppliers and placing the order with the first
one which could meet product and delivery
requirements {‘satisficers’”). The company
fared poorly with customers which solicited
bids, reviewed them and finally chose a supplier

for this particular type of product (“optimizers™).

These differences in “purchasing strategy”,
which crossed size and SIC categories, suggested
a basis for forming microsegments within each
SIC category. The company directed its sales
and support efforts primarily at the first
segment (“satisficers™), with which it had
historically been more successful, and reduced
its trequency of calls and sales support activities
toward the second segment, { “optimizers™). As
a result. the company experienced an increase
in profits of more than 20 percent. Company
officials attributed the increase almost wholly
to the new murket segmentation strategy.

These examples support the theoretical
arguments for market segmentation strategy.
With this initial empirical support for our belief
that market segmentation was an economically
viable approach for industrial marketers, we
undertook an exploratory study to determine
the extent to which market segmentation was
employed by industrial marketers and the
various ways in which segmentation was used.

INDUSTRIAL SEGMENTATION: SOME
CURRENT PRACTICES

Data

To assess the extent and nature of industrial
market segmentation, we first conducted a
series of unstructured interviews with marketing
managers of five Philadelphia-based industrial
companies. Following these unstructured inter-
views we conducted structured interviews with

160

marketing managers of 25 companies within the
Minneapolis metropolitan area. The reporting
units in the final sample included both
operating divisions of large, decentralized
corporations and independent firms. In sales
volume, the size of these reporting units ranged
from $3 million to more than $2 billion. More
than 25 SIC codes were represented.

The interview schedule included questions
about the use of different strategies in selling to
different customers, the nature of the
differentiated strategy, the bases used to
segment one’s murket, the importance of the
various bases for segmentation and company
background data.

Methodology

The unstructured interviews and open ended
questions of the structured interview were
content analyzed. The structured parts of the
questionnaire were then subjected to cross
classification and multidimensional scaling
analyses. This latter procedure was utilized to
illustrate graphically the marketing managers’
evaluation of the various bases for segmentation.

Results

The results of this study indicate that
industrial marketers do differentiate their
marketing programs among customers. But the
differentiation appears less a conscious, explicit
strategy of market segmentation, and more an
explanation or concept applied after the fact to
explain differences in the success of particular
marketing programs. Detailed results are
grouped under five research questions.

(1) To what extent is segmentation strategy
used by industrial firms?

All the firms participating in the study
indicated that they do use different strategies
in selling to different customers. This over-
whelming subscription to a policy of
differentiation implies acceptance of — or at



least lip service to — the concept of market
segmentation. Nevertheless, examination of the
specific examples given by the respondents
suggests that segmentation is used primarily to
describe ex-post events, and not as an explicit
strategy which provides the foundation for the
industrial marketing program.

(2) What is the nature of a segmentarion-based
industrial marketing strategy’?

industrial firms which differentiate their
marketing offerings, to appeal to and reach
different market segments, only rarely try to
differentiate all their marketing variables.
Nevertheless, more than half of the firms
differentiated at least one of their marketing
variables. Of the various ways in which a
company can vary its marketing strategies to
meet the needs of its target murkets, elements
reported as most important were the product
and service mix (72%) followed by price (18%)
and only in a very few cases by promotion (5%)
and distribution (5%).

Most of the respondents modify or adapt
their products to meet the requirements of
particular customers. Product changes vary
considerably and include technical as well as
symbolic (e.g., changes from manufacturer to
private brand) alterations. Quite frequently a
firm’s product strategy is supplemented, or
replaced, by its service strategy — training,
maintenance, warranties and technical
information.

[n addition to different products and services
most of the firms offered a variety of pricing
options to their customers. The reasons for
such a policy were primarily volume and
specific customer requirements.

The majority of respondents indicated that
they emphasize different appeals (product
benefits) to different customers. Yet, the
examples presented suggest that such
differentiation is accomplished “‘intuitively” by
field salesmen, or that differentiation is an after-
the-fact explanation of marketing activity,
rather than a carefully designed strategy aimed

at emphasizing for each segment the
appropriate product benefits and usage
situations. About 80 percent of the firms used
a variety of promotional factics — especially
different media (trade magazines, direct mail,
newspapers, general magazines, TV, radio and
displays) — to reach their markets. No evidence
exists, however, that the media selection or the
message design decisions were based on an
explicit analysis and understanding of the
target market segments and the nature of the
decision making units.

More than two-thirds of the firms used
different channels of distribution in selling to
different customers. The selection of the
specific channel was based primarily on the
nature of the customer (especiully Government
vs. non-Government clients), the nature of the
products {compenents vs. systems), the
geographical location of the buyers and the
availability of particular channels.

{3) What are the bases used ro segment
industrial markets?

Organizational “demographics™ such as size,
SIC category, end use of product and
geographical location were the most frequently
used bases for segmentation. End use was
generally thought to vury directly with the type
of business in which the business firm is
engaged.

Other bases used — considerably less
frequently — by the responding firms to
segment their markets were personal
characteristics of the decision making units,
such as the function of the buying unit, and the
DMUs degree of source loyalty.

(4) How do industrial marketers evaluate
various bases of segmentation’?

Marketers group bases of segmentation into
three clusters, which they evaluate on two
different sets of criteria. The three clusters of
bases for segmentation are (1) organization
characteristics, (2} product characteristics and
(3) DMU characteristics, Organization
characteristics include type of industry, size of
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firm and geographic location. Product
characteristics include usage rates, end use and
product specifications. DMU characteristics
include buyers’ job title und personality, and
pattern of source loyalty. The three clusters are

displayed in a two-dimensional map in Figure 2.

There were no clear differences in clusters (or
in evaluation)y among the different types of
firms represented in our sample.
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Figure 2. Two-Dimensional Configuration of Nine Bases for
Segmentation.

Marketers used two sets of criteria to evaluate
these clusters. The first set included three
-criteria: (1) cost of identifying segments and
differentiating marketing programs,

(2) acceptance of bases of segmentating by
marketing personnel, and (3) ease of
identifying segments and differentiating
marketing programs. Of these three, cost was
clearly the most important. The other set
included one criterion — appropriateness —
which respondents construed as a global
evaluation, one which had normative futuristic
implications.

The two sets of criteria correspond to the
two dimensions in Figure 2. The vertical
dimension can be viewed as the “difficulty of
implementing” set of criteria. Given the
grouping of the bases into 3 clusters, within
each cluster the vertical spread of the bases
reflect their perceived difficulty of
implementing. For example, within the cluster
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of DMU characteristics the buyer’s identity is
the easiest to identify, the cheapest and the
most acceptable of the three bases. The buyer’s
personality, on the other hand is viewed as the
most difficult to identify, most expensive and
lease acceptable to marketing management.

The horizontal dimension can be interpreted,
consistently with the second set of criteria. as
the “appropriateness” dimension with the DMU
characteristics as the most appropriate followed
by organizational characteristics and the
product characteristics perceived as the least
appropriate.

The two sets of criteria result, therefore. in
quite different evaluations of the three clusters.
Murketers evidently now use inexpensive and
acceptable means of segmentation, which they
consider much less appropriate than what
they’d like to use. For example. DMU
characteristics are seen as very appropriate, yet
are not currently used as bases of segmentation.
Product characteristics, now used in some
circumstances, are considered least appropriate
as bases for segmentation. Organizational
characteristics appear to be used more widely
now than may be appropriate. Respondents’
evaluations of the 2 sets of criteria with respect
to their appropriateness and trequency of usage
are summuarized in Figure 3.

(5) Which bases for segmentation may be used
in the future?

More thun 80 percent of the respondents
thought that differences of industry type,
geographic location, end use of the product,
and specification of product (including cost and
delivery) would continue to be important
determinants of customer requirements and use-
ful bases for segmentation. About 70 percent
indicated source or brand loyalty as important
factors, while only 62 percent mentioned the
size of the firm. Slightly over 50 percent of the
respondents thought that the identity of the
buyer (e.g., engineer, purchasing agent) and the
buyer’s personality would be of some
importance, while only 42 percent thought that



Product
Characteristics

DMU
Characteristics

Criteria Buases of Segmentation
Organizational
Characteristics

Set 1

cost
acceptability
ease

Set 2:
appropriateness

Frequently used

Some are
appropriate

the frequency and size of purchase would have
importance,

(6) What criteria are used to evaluate

segmentation-based marketing strategies’

Sales volume (33%), profits (239%) and
market share (11%) are the primary criteria
used by marketing managers to evaluate their
marketing strategies. Growth (10%), image (5%},
length of relationship with customers (5%),
ability to meet customers’ needs {5%) and cost
(8%) were the other criteria used. These
measures are not, however, applied separately
to each segment. Consequently, marketing
segmentation is not employed as a control
strategy.

In summary, this study indicates that, while
the concept of murketing strategy
differentiation is widely accepted among
industrial firms, there is little evidence to
suggest that firms do follow a conscious
segmentation strategy to plan or control their
marketing activities. Although marketing
managers are aware of the concept of
segmentation, they appear not to articulate
fully the concept of segmentation or to use the
variety of possible bases for segmentation.

CONCLUSIONS

The concept of marketing segmentation has
been one of major focuses of consumer research
since the carly Sixties. The concept has had a

Sometimes used

Least appropriate

Not used

Very appropriate

great impact on the thought and practice of
marketing of consumer goods. These develop-
ments have had less impact, however, on
industrial marketing management. Results
from this study indicate that industrial
marketers typically fail to employ market
segmentation as a foundation for planning and
control of marketing programs. At best,
industrial marketers use only single-stage
segmentation, and by no means employ or even
examine some of the other bases of
segmentation which might be employed
profitably.

Articulation of the concept of market
segmentation may by itself provide a basis for
more precise marketing planning and for
coordination of product development, selling
and sales support activities. A marketer who
accepts segmentation as the basis for his
marketing strategy will have a basis for
conceiving of and estimating potential profits
from specific product modifications.
Segmenting markets will enable field sales
managers to direct their resources more
efficiently at particular target firms or groups
of firms in their geographic areas. At the same
time, sales support materials and activities
— including advertising — can be tailored to suit
economically viable market segments.

We believe that industrial marketers who do
not follow explicit segmentation strategies,
planned in advance, either treat all customers
alike or treat each customer differently. In the
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first case, marketers are losing opportunities for
profit and laying themselves open to
competitive inroads. In the second case,
marketers undoubtedly are practicing
unprofitable — and uncontrolled —-
segmentation in many instances. Interestingly,
those marketers who permit sales (and sales
support) men to treat each customer differently
typically believe and state that they treat all
customers alike. Those marketers generally lack
adequate marketing planning and control
techniques, they do not provide their sales
force adequate support and typically have not
thought about differences among their present
and prospective customers.

Research into segmentation, therefore, 1s an
essential precondition for intelligent marketing
planning. Such research is feasible, and can
readily be integrated with other marketing
research projects. Once the marketing plan is
fully developed, marketing operations may be
controlled on a segment-by-segment basis. Such
a control mechanism is more precise than most
in use today and may be more responsive in a
changing environment.

Once segmentation is accepted and
articulated as a useful way of looking at
markets, marketers can address the discrepancy,
revealed in this study. between bases of
segmentation which are considered appropriate,
but too costly to implement, and those which
are inexpensive but not always appropriate.
One way to deal with this problem is to
identify new, less costly bases of segmentation,
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perhaps by identifying particular types of
behavior and their correlates. Another way is to
develop advertising (media and message) and
sales management plans, for example, which fit
appropriate segments in particular markets. As
4 marketer gains experience in devising such
policies, costs of differentiating marketing
programs should decrease.
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LA SEGMENTATION DU MARCHE INDUSTRIEL

Les Prof. Wind et Cardozo présentent dans le
present article une approche conceptuelle de Ia
segmentation des marches industriels et des
resultats d’une ¢tude pilote sur les pratiques
actuelles de la segmentation dans le domaine
industriel.

Bien qu’on estime souvent que la segmen-
tation soit utilisée comme un instrument
marketing, elle sert surtout a expliquer les
résultats d’une étude ex post alors que le
marketing est déjd entre en action. Wind et
Cardozo voudraient que les stratégies de
segmentation du march¢ soient utilisées a priori

et citent deux exemples destinés a encourager
une utilisation plus discriminatoire d’une
planification marketing appropriée et des
techniques de contréle,

Les auteurs considérent leur approche
comme ‘‘conceptuelle” muais le Comité de
Redaction de /MM estime qu’elie est plutdt
pratique. Tout lecteur qui juge que 'approche
“segmentation” a plus d’impact sur le
marketing des biens de consommation que des
biens industriels est invité i s’exprimer dans les
colonnes d"IMM.

INDUSTRIEMARKT SEGMENTIERUNG

Die Professoren Wind und Cardozo
behandeln in diesem Artikel eine konzeptuelle
Methode einer Segmentierung von Industrie-
markten zusammen mit Ergebnisscn einer
Forschungsumfrage nach gelaufigen
Segmentierungspraktiken in der Industrie,

Obwohl die Segmentierung oftmals als ein
Marketingswerkzeug angesehen wird, ist es
moglich, dass sie ihre hauptsachliche
Anwendung darin findet, Ergebnisse in einer ex-
post-Studie zu erhellen, nachdem das Marketing
stattgefunden hat. Wind und Cardozo wollen,
dass Marktsegmentierungsstrategien apriori

angewendet werden, und fihren zwei Beispiele
an, um einen differenzierten Gebrauch
addaquater Marktplanungs- und Kontrolk
techniken zu fordern.

Obwohl diesec Methode nach den Worten der
Autoren ‘konzeptuell’ ist, hilt sie die Redaktion
des fMM fiir praktikabel. Sollten einige Leser
nicht der Meinung sein, dass die Segmentiertngs-
methode weniger Einfluss auf das Marketing
von Industriegiitern als auf das von Konsum-
gutern ausgeiibt hat, wiren wir fur Zuschriften
zu diesem Thema dankbar.
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