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Abstract

This thesis investigates the nature of market segments. The study is framed by the
notion of two opposing paradigms: positivism, wherein market segments are seen
as fixed, enduring entities and social constructionism, wherein market segments
are seen as malleable, temporary phenomena. It is shown that whilst current
segmentation research is dominated by a positivist paradigm, an increasing number
of studies are producing findings which do not concur with positivist assumptions.
In order to advance research into the social construction of market segments, a
proposition is put forward that firms themselves may be able to create changes in
segments: specifically segments defined in terms of consumer personality types.
This proposition is tested by an experiment that measures the causal effect of
"romantic" and "classicist" advertising treatments on students' personalities. It is
demonstrated conclusively that, in this instance, advertising has a significant effect
on personality score. It is further shown that reference group, socio-economic
group and gender also impact significantly on personality score. From these
results, a new model of the social construction of market segments is built in which
the dichotomy of market segments as revealed on the one hand or constructed on
the other is rethought by replacing the opposing notions of changing or not
changing with the concept of rate of change. Personality segments come to be
seen as constructed from a variety of antecedents which are themselves subject to
differing rates of change. The implications for managers and researchers are

substantial.
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Overview of Thesis

This thesis comprises 7 chapters. Figure 0.1 below presents an overview of these

chapters and their key objectives.

Figure 0.1
Overview of Thesis

Chapter 1
Research Domain and Problem

gt
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research subject
e Framework and definition
of key terms

Chapter 2

Review of Literature
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literature review findings
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Research Design and Methodology

research design and
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ﬂ research
e Evaluation of the
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Chapter 1 discusses the choice of research topic. Major background issues are
presented; key terms are defined and a philosophical framework for the research is

constructed.

Chapter 2 comprises a comprehensive review of the relevant literature from the
past decade. The objective of and methodology for the review process is explained

and the findings are presented in a parsimonious model.

The purpose of Chapter 3 is to develop a new research proposition from the

findings of the literature review.

Chapter 4 goes on to consider the most appropriate research design and
methodology to test this new proposition. This chapter includes a detailed

description of the research design process.

In Chapter S the procedure for analysis of the research data is discussed along

with an explanation of and justification for the analytical tools used.

Chapter 6 discusses the conclusions which can be drawn from the data analysis. A
new model of the social construction of market segments is put forward and

implications for managers and researchers explored.

Finally, in Chapter 7, all of the elements of the thesis are brought together and an

evaluation is made of the contribution made by the thesis to research and practice.

XV Overview of Thesis
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1 The Research Domain and Problem

1.1 Introduction

In September 2001 Toyota will be launching the Prius in Europe'. On the outside,
the Prius looks like any other medium sized passenger car. But under the bonnet
lies a new engineering concept: the Toyota Hybrid System. Hybrid systems
involve joining and using two power sources: a petrol engine and an electric motor.
Power from each is allocated according to the driving conditions, so that when
pulling away and at low speed electric power is used and at high speed the petrol
engine is used for power and to recharge the batteries. Electronic control ensures

the most efficient mode operates at all times. The ecological benefits are obvious.

The Toyota European marketing team have a clear idea of their two target
segments: "early adopters" and "mainstream greens". They describe their key

segments as follows:

Early adopters
"They will show willingness to embrace purposeful technology. They are

individual and independent but not marginal."

! All information on the launch of the Prius taken from information provided by Toyota to IDM in
"The IDM Student Direct Marketing Competition Brief 2000/2001", 2000.

Chapter One 1 Research Domain and Problem



Main stream greens
"They consider social responsibility and ecology as a key to improve the quality of
life but they are not green activists. Their functional needs are main stream. They

will not change their entire lifestyle for the sake of ecology."

This sort of market segmentation exercise is carried out daily by marketing
managers all over the world. The concept revolves around an implicit
understanding that not all consumers are equal and that, therefore, firms should
target different consumer groups (segments) with different products. According to
marketing guru, Philip Kotler (2000), the market segment itself is "a large
identifiable group within a market with similar wants, purchasing power,
geographical location, buying attitudes, or buying habits." (Kotler, 2000, p. 256).
Toyota's "early adopters” and "main stream greens" are typical of these "large
identifiable groups", and the role of Toyota's marketing team is currently to locate

these two groups of people and make them aware of the benefits of the Prius.

However, it is the contention of this thesis that the assumption that segments of
consumers are objective entities awaiting discovery may be questionable. This
thesis proposes an alternative viewpoint and poses a number of questions. What if
the "early adopters" and "main stream greens" identified by Toyota do not pre-exist
the consumption process? What if they are socially constructed? What if "early
adopters" are actually inventions of the marketing people? This would mean that
Toyota should spend the next 12 months not locating this segment but creating it.

They should divert their marketing budget away from media planning and into a

Chapter One 2 Research Domain and Problem



clever psychological campaign to persuade consumers to assume the characteristics
of the early adopter. And what if "main stream greens" are simply a temporary
grouping of people responding to a fad? This would mean that Toyo.ta's target
segment may disappear over the next twelve months and their marketing

programme will be out of date before the launch.

If this alternative view of segments can be shown to have credibility, then it clearly
has far reaching implications for the activity of market segmentation as it is

currently practiced.
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In chapter one of this thesis, a case is put forward for the validity and utility of
researching the issue of whether market segments are revealed or constructed. Key
terms of reference are defined and a philosophical framework is constructed for the

purposes of delimiting the research. The structure of the chapter is shown in figure

1.1 below.
Figure 1.1
Structure of Chapter 1
Research Domain and Problem
" Section 1.2 - e History and context of
Market Segmentation market segmentation concept
Defined
Section 1.3 o The case for studying
Market Segmentation: market segmentation
A Relevant Research Subject for the 21st * Ivlﬁ:ttf:rse for ex?:l:?l?egt
Century? segments are revealed
or constructed

l

Section 1.4 e Two competing paradigms:
A Philosophical Framework ¢ Positivism

e  Social constructionism

l

Section 1.5
Conclusion

e Summary of chapter

Section 1.2 defines the key term of reference: "market segmentation" and places it
within a historic context. Section 1.3 discusses the merit of continuing to study

market segmentation in the 21% century and specifically examines the value of
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addressing the question of whether market segments are revealed or constructed.
Section 1.4 then provides a philosophical framework for the research in terms of
two competing paradigms: "positivism" and "social constructionism". These terms
of reference are also defined. Finally, Section 1.5 provides a summary of the

- whole chapter.

1.2 Segmentation Defined

In 1956 Wendell Smith (1956/1995) introduced the concept of "market
segmentation" as an alternative to "product differentiation" — a strategy which itself
had been proposed as an alternative to Henry Ford’s “mass production” marketing
strategy. Smith (1995) defined product differentiation as “the bending of
(customer) demand to the will of supply” where ‘“variations in the demands of
individual consumers are minimized or brought into line by means of effective use
of appealing product claims designed to make a satisfactory volume of demand
converge upon the product or product line being promoted” (p.65-p.64). Thus,
product differentiation to Smith was a product driven strategy, a process whereby
the firm produces a number of product variants that are then promoted in such a
way as to entice consumers to buy. The producer controls the process and there is
no attempt to differentiate or group the consumers themselves, except in so far as
the owners of a particular product variant could all be said to be members of a post

hoc “product-variant-owning” group.

However, in the 1950’s before the advent of flexible manufacturing and mass

customization (e.g. Pine 1993; Pine, Victor and Boynton,1994), Smith realized that
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the extent of differentiation was quite severely restricted by the production
technology of the day, an insight that led him to propose market segmentation as
an alternative strategy. "Segmentation is based upon developments on the demand
side of the market and represents a rational and more precise adjustment of product
and marketing effort to consumer and user requirements" (Smith 1995, p. 65). The
process starts with groups of consumers (segments) with homogeneous needs. The
producer’s task is to find these groups and to offer variants of its products to appeal

to the needs of each of these segments.

Over the forty-four years between 1956 and 2000, the segmentation concept has
been widely accepted by marketing academics and practitioners (e.g. Haley, 1968,
Wind, 1978; Beane and Ennis, 1987; Ramaswamy and Cohen, 1999; and O'Regan,
1999). Segmentation is now a standard textbook concept (Kotler, 1999; Jobber,

1995; Dibb, Simkin, Pride and Ferrell, 1997; Brassington and Pettitt, 2000).

This alternative market segmentation strategy was novel in its day and has been
hailed by some as the progenitor of modern marketing (Baker, 1995). But is a 44
year old strategy, which was spawned in a specific historic context, still worthy of
study to-day? Is there anything new to say on the subject? The consensus of the
marketing community would appear to be in the affirmative. The following
quotations from eminent marketing academics over the past 4 decades are all
testament to the belief that market segmentation has remained a tantalizing topic

ever since 1956.
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"Market segmentation has been steadily moving towards center stage as a topic of
discussion in marketing and research circles. Hardly a conference passes without
at least one session devoted to it. Moreover, in March the American Management
Association held a three-day conference entirely concerned with various aspects of

the segmentation problem." (Haley, 1968, p. 30)

"In recent years one can hardly find an issue of any of the leading marketing
journals which does not include at least one article directly concerned with
segmentation and several articles with methodology or findings relevant to market

segmentation research." (Wind, 1978, p. 315)

"Market segmentation is one of the most talked about and acted upon concepts in

marketing." (Green and Krieger, 1991, p. 20)

"Market segmentation has been a major research topic in marketing for over 40

years. As one of the success-stories of marketing it raised (sic.) academic interest

well beyond the marketing discipline itself." (Kamakura and Wedel, 1999, p.93).

And in 2001 the IJRM will be publishing a Special Issue on the theme of

"Marketing Segmentation".

Clearly, market segmentation has maintained its status as a "hot topic" in

marketing circles for four decades. But what aspects of this cornerstone of
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marketing will be of greatest relevance to researchers and practitioners in the

twenty first century?

1.3 Market Segmentation: a Relevant Research Subject for the

Twenty First Century?

It is the proposition of this thesis that the answer may lie in a deeply fundamental
issue: the essential nature of segments - what exactly constitutes a "market
segment"? The utility of segmentation lies in its ability to group individuals and
predict their behaviour over time, enabling some degree of differential response on
the part of businesses. Yet, the validity and durability of these distinctions - even
amongst seemingly objective classifications - may be open to question. This has
recently been highlighted in reports about the US national census. Despite the
steady increase in Asian immigrants to the USA, the 2000 census is very likely to
count fewer Asian-Americans than in 1990. For in a 1996 test run, only 30% of
Asian-American respondents identified themselves as multiracial (Rodriquez,

2000).

If a segmentation criterion as seemingly fixed as race can be shown to be elusive to
classification how, then, are we to define the nature of market segments? Are they
discoverable, enduring entities or are they fluid phenomena which are contextually
constructed? Given that segmentation is so central to the process of marketing, the
question as to whether segments are objective, perennial realities or temporéry,

malleable occurrences is paramount.
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The durability of segments is an issue which has been addressed to some extent by
social and cultural theorists at various points over the past 15 years (Foucault,
1988; Rose, 1989; Hacking, 1991; Curtis, 1991; Bauman, 1992; Whittington and
Whipp, 1993; Bourdieu, 1984; and Sturdy and Knights, 1994). However, this
pertinent issue has received scant explicit attention in the academic marketing or

consumer research literature (Firat, Dhoklia and Bogozzi, 1989).

The objective of this doctoral thesis, is, then, to explore, from within the
parameters of the marketing literature, the question of whether market segments

are revealed or constructed; objective or subjective; pre-existent or created.

1.4 A Philosophical Framework

In order to proceed, a philosophical framework was constructed to delimit this
issue of the nature of market segments. The development of this framework is

described below.

Returning to the origins of the segmentation concept, Smith (1956) conceived of
product differentiation and market ségmentation strategies as simple alternatives.
However, the assumptions underlying these two strategies are radically different, if
not opposite. The product differentiation strategy is predicated on three inter-
related assumptions. First, that the producer proactively determines consumption
choice (i.e. extent of differentiation). Second, that the producer can create or at

least influence the perceived differentiated needs of consumers. Third, that
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producers can successfully persuade consumers of the existence of these needs.
Given these assumptions, the role of marketing is focused on persuasion, and
competitive advantage is to be gained by obtaining a more profound understanding

of the means of persuasion than competitors.

In contrast, the market segmentation strategy is predicated on three quite different
assumptions. First, that product choice is created reactively by producers in
response to consumer needs. Second, that differentiated consumer needs exist in
isolation from production. Third, that producers can successfully observe and
measure differentiated sets of consumption needs. The role of marketing under a
market segmentation strategy is thus to uncover pre-existent consumption needs,
and competitive advantage is to be gained by understanding the means of
researching differentiated consumer behaviour more deeply than competitors.

Table 1.1 summarises these distinctions.

Table 1.1

Product Differentiation and Market Segmentation Strategies Contrasted

Product Differentiation Market Segmentation
Assumptions e consumption choice controlled | ® consumption choice strongly
by producer influenced by consumer
e producers create or strongly o differentiated consumer needs pre-
influence differentiated exist the consumption process
consumer needs e producers can observe and measure
e producers can persuade differentiated needs
consumers of differentiated
needs
Role of e  to persuade consumers of their | @  to understand, observe and
Marketing differentiated needs measure consumer needs
Source of ¢ understanding the persuasion | ¢ understanding the process of
Competitive process better than the researching, observing and
Advantage competition measuring differentiated consumer
' behavior better than the
competition
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Of interest to this thesis are the assumptions which underpin these two alternative
strategies. It has been shown that the market segmentation strategy has been
accepted in mainstream marketing for almost half a century. This implies an
implicit acceptance of the assumption that segments are pre-existent entities. And
yet, another set of assumptions about the activity of offering differing products to
differing sets of people does exist: the product differentiation strategy which
assumes that market segments are constructed. These are radically different

assumptions and yet the consequences of this distinction has attracted little debate.

In order to frame a discussion of the differences between the two sets of
assumptions underpinning segmentation research, the concept of the "paradigm"

was used.

1.4.1 Paradigms

The term "paradigm" was, if not created, at least popularized by Kuhn (1962:
1996), who defined a paradigm as a guiding set of scientific assumptions and
methods of investigation. The value of a paradigm to a research community is that
agreement on a particular approach for a set of problems allows depth of
investigation. Yet, paradigms are not ﬁ)'(ed for all time. Kuhn (1962:1996) argued
that periods of within-paradigm problem solving are interrupted by the discovery -
of phenomena or by social and cultural trends that force researchers to call into
question the parameters used to frame problems. "Discovery commences with the
awareness of anomaly i.e. with the recognition that nature has somehow violated

the paradigm-induced expectations that govern normal science." (Kuhn, 1996,
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p.34). As anomalies accumulate, researchers increasingly question their
assumptions and methods of investigation until a "paradigm shift" occurs, with one
set of assumptions and methods being replaced by another (Easterby-Smith,

Thorpe and Lowe,1993; Remenyi, Williams, Money and Swartz, 1998).

A dichotomy has been proposed between the assumptions underlying the product
differentiation strategy where consumer needs are seen as manipulable, through
persuasion, by the firm; and the assumptions underpinning the market
segmentation strategy, where consumer needs are seen to exist independently of
the firm. These two sets of assumptions could be said to fall within two competing
philosophical paradigms: "positivism"”", on the one hand and "social

constructionism" on the other.

1.4.2 Positivism

The term positivism was coined by Auguste Comte (1823/1996), and is arguably
based on three main tenets. First, the Lockean assumption that human behaviour
must obey certain universal laws similar to the laws of the physical and natural
sciences. Second, Bacon’s inductive approach — namely adherence to the principle
that knowledgé can only be gathered by accumulating data and generalizing from
them. Third, the Galilean and Newtonian “scientific method* which devises

methodologies and techniques to measure and quantify observations numerically.

It has been argued that this positivist, "scientific" paradigm should frame

marketing research (Buzzell, 1963; Mills, 1961; Lee, 1965; Robin, 1970; Kotler,
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1972 and Ramond, 1974), and this is the paradigm under which Smith's conception

of market segmentation was coined.

1.4.3 Social Constructionism

The social contructionism paradigm has flourished in recent years within a range
of disciplines from social and cultural theory (e.g. Berger and Luckman, 1966;
Gergen, 1985, 1991, 1994), to psychology (Coulter, 1979, 1983, 1989) and,
indeed, to marketing research (Firat, Dholakia and Bagozzi, 1989; Anderson, 1983;

Deshpande, 1983; Hirshchman, 1986; Peter and Olson, 1983; Brown, 1997).

Theories of social construction are varied but they are all premised upon a
refutation of the three tenets of positivism. First, it is claimed that social reality is
not governed by externally imposed laws but that societies evolve in accordance
with the interaction patterns of its members. Second, social reality cannot be
“known” simply by collecting observable facts: the processes of societies are as
important as the observable outcomes of these processes. Third, attempts to
measure outcomes may not be helpful in trying to understand social processes.

Table 1.2 contrasts the positivist and social constructionist paradigms.

Table 1.2: Positivist and Social Constructionist Paradigms

Positivism Social Constructionism

e the behaviour of humans within society | ¢ human societies constantly generate and

is governed by general laws regenerate their own patterns of being

e knowledge of human behaviour can e the processes of social reality and evolution are
only be founded on objective not observable and the processes may be as
observation “real” as their outcomes

e the laws of human behaviour are o the act of measuring itself involves the
measurable interpretive involvement of humans and thus

measurement is never objective, just part of the
social process
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If these definitions are used to create a framework within which to study the
nature of market segments, then a positivist paradigm comprises the assumption
that consumer groupings can be studied as objective and predictable phenomena.
In contrast, a social constructionist paradigm comprises the assumption that
groupings of consumers must be studied in terms of their relationship with their
consumption habits and in terms of their relationships both with other social actors

and, indeed, with the producer of goods and services.

The notion of these two competing paradigms will be used to frame this
investigation into whether segments are fixed entities or changeable occurrences.
The primary questions which will be pursued in the initial stages of this thesis can
thus be construed as follows: What paradigm is currently being used to guide
segmentation thinking: positivist or social constructionist? Is there any consensus
as to the applicability of these paradigms? Are there anomalies between research

findings and deep assumptions? Is there evidence of a paradigm shift?

1.5 Conclusion

In this opening chapter the research domain and research problem have been
designated and a current example of segmentation for the new Toyota Prius has
been presented. The history of the marketing segmentation concept has been
traced and it has been argued that it remains a fruitful topic of study even after 4
decades of research. It has been suggested that whilst a number of social and

cultural theorists have challenged the assumptions underpinning the segmentation
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concept over the past 15 years, the question as to the essential nature of segments

has remained unquestioned (at least in any explicit sense) in marketing circles.

The notion of competing paradigms (specifically positivism and social
constructionism) was proposed as a philosophical framework within which to
embark upon an investigation into the key question of the thesis: Market Segments:

Revealed or Constructed?

Chapter Two goes on to review the market segmentation literature with the specific

objective of identifying which paradigm currently guides segmentation research.
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2 Literature Review

2.1 Introduction

In chapter 2 the segmentation literature is reviewed. The structure of the chapter is

shown in figure 2.1 below.

Figure 2.1

Structure of Chapter 2
Literature Review

Section 2.2
Objective of Literature Review

l

Section 2.3
Methodology

l

Section 2.4
Results of Content Analysis

l

Section 2.5
Model

l

Section 2.6
Conclusion

e Ascertain assumptions
underpinning
segmentation research

e 6 joumnals, 1 decade
e  The paradigm funnel
e  Content analysis

e Positivist or social
constructionist assumptions?

Summary of content
analysis

e Summary of chapter
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Section 2.2 clarifies and justifies the objective of the literature review: to ascertain
the assumptions underpinning segmentation research. Section 23 explains the
methodology adopted: a content analysis of segmentation papers from 6 journals
over 1 decade using a paradigm funnel tool. Section 2.4 presents the findings of
the content analysis. Section 2.5 goes on to summarise these findings in a

parsimonious model. Finally, Section 2.6 offers an abstract of the whole chapter.
2.2 Objective of Literature Review

Having established a philosophical framework within which to address the
question of whether market segments are revealed or constructed, the next step was
to ascertain the assumptions which have underpinned segmentation research,
particularly in the years since a social constructionist perspective has been in
evidence in the marketing literature. This was achieved through a literature

review.

The objective of the literature review was to investigate the deep assumptions
underlying academic consumer segmentation research. Specifically the review
investigated whether ‘academic research is predominantly based on: (a) the
assumption that consumer segments are groupings of consumers which exist
independently of the act of consumption, i.e. they are pre-existent and objective; or
(b) the assumption that consumer segments are groupings of consumers created

through the ongoing process of consumption, i.e. they are constructed.
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2.3 Methodology

2.3.1 Journals and Time Frame

As segmentation has been so widely researched and debated over such a long
period of time (Haley, 1968; Wind, 1978; Krieger and Green, 1991; Kamakura and
Wedel, 1999) it was clearly impossible to undertake an entire review of the
segmentation literature. It was therefore decided to restrict the review to articles
published in what are generally considered the most rigorous and thoughtful
American and European journals. Thus, only marketing journals rated A to C in
the Judge Institute of Management Studies (JIMS) list of "Quality Rankings of

Journals in Management and Social Science" were included.

It was also decided to limit the time frame of the review to the past decade i.e.
1990 to 1999. The thinking behind this decision was as follows. The introduction
of a social constructionist perspective to the marketing literature as a whole can
probably be traced to Paul Anderson's article in the Journal of Marketing in 1983
(Brown, 1997). This being the case, it was thought unlikely that this alternative
perspective would have had a major impact on the specific topic of market
segmentation much before 1990. In any event, academic research in marketing is
typically cumulative, such that any pertinent work published between 1983 - 1990

would surface in the articles written in the ensuing decade.

Using these two filtering criteria, the review comprised 37 articles taken from the

1990 - 1999 editions of the following journals: Journal of Marketing Research,
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