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– More on Market Segmentation –

Segmentation research is used to identify lead segments for strategic focus with 

product development, marketing, pricing, and distribution.  It is also appropriate for a 

wide range of other business objectives, such as new product or service development, 

positioning of individual brands, promotional messaging, and customer retention, to 

name a few.

StrataMark partners closely with our clients at all points in the research process, with 

the experience and expertise necessary to ensure successful results.  So whether 

segmentation is newly on the horizon for your company or additional segmentation is 

required in response to a changing market or category over time, StrataMark is 

strongly positioned to support your growth initiatives.

Development of Basis Variables

Because the quality of measures serving as principal inputs to the statistical 

segmentation will directly impact the quality of the segments uncovered, StrataMark 

places a great deal of emphasis on development of these measures, which are 

commonly referred to as the basis variables.

As necessary, StrataMark will conduct quali-

tative research in advance of the quantitative 

segmentation to ensure that the set of basis 

variables are comprehensive and resonate 

properly with respondents. 

Though many different types of basis variables 

may be considered as inputs to the statistical 

clustering algorithm being used to develop 

segments, final basis variables are carefully 

selected to support study objectives and re-

duce redundancy between measures.

Profiling Variables

StrataMark also recognizes the importance of including a wealth of profiling measures. 

These profiling variables can include questions in media habits, category-related 

behavior, and other descriptive measures that help to characterize the segments to 

help you design ways to best access them through marketing and distribution 

channels.
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Statistical Segmentation Algorithms/ Clustering Methods

In addition to a rich, comprehensive set of basis variables, the statistical segmentation 

algorithm (clustering method) that is utilized to generate segments is of paramount 

importance in driving the quality of segments uncovered. Different kinds of data result 

from different types of basis variables, and some statistical algorithms will be more 

successful than others in deriving segments from certain types or combinations of 

data.

StrataMark takes great care in selecting the most appropriate clustering algorithm, and 

may apply more than one algorithm or a combination in order to achieve the highest 

quality segmentation solutions for client consideration. Depending on the study 

objectives and type of variables in the data set, some of the more frequently applied 

and/or emergent clustering methods include:

Note that solutions achieved with a statistical clustering method can be further 

augmented by including additional key variables (e.g., category spending or 

geographic region) if doing so makes the final solution more actionable. StrataMark 

believes the relevance of any clustering approach is summed up entirely by its ability to 

yield highly credible, intuitive, and actionable segments for our clients.

Segment Classification Tools

Clients will often also benefit by receiving a Segment Classification Tool -- a model 

based on the research results which predicts segment membership from a significantly 

reduced set of variables. This predictive model can be used to classify members or 

prospects of the target market, and for screening future qualitative or quantitative 

research participants.

Please see analysis reporting examples included in this document.

(Fictional Brands and Data in Examples 1-5)

• Latent Class Cluster Analysis

• K-means Iterative Partitioning

• Cluster Ensemble Analysis

• Hierarchical Clustering

• Two-Step Clustering

• CHAID and CART

• Random Forest Algorithm

• Neural Networks 
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Example 1

Example 2
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Example 3
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Example 4
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Example 5
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