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What is segmentation?

DEMOGRAPHICS

INTERESTS NEEDS

LOCATION

Division of a 

target market 

by



Why to do 

segmentation?

Helps to

• Identify needs

• Meet needs

• Know your customers

• Know your competitors
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How to identify segments

Prepare input 

variables

1
.

Identify groups

2
.

Validate groups

3
.

Visualize results

4
.

Principle Component 

Analysis

Cluster Analysis Discriminant Analysis Dynamic Dashboard



Example: 

Ice cream consumption 

habits

I like ice cream cones I do not like ice cream cones

I mostly like to eat ice cream 

on its own

I usually eat ice cream with 

fruit and toppings (sundae)

I like to eat ice cream only 

in the summer

I like to eat ice cream during 

the whole year
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How to identify segments

Prepare input 

variables

1
.

Identify groups

2
.

Validate groups

3
.

Visualize results

4
.

Principle Component 

Analysis

Cluster Analysis Discriminant Analysis Dynamic Dashboard



PRINCIPAL COMPONENT ANALYSIS

PC1 PC2 PC3 PC4 PC5 PC6 PC7

Standard 

deviation
1.4523 1.4132 1.3932 0.8910 0.7359 0.5902 0.4681

Proportion 

of 

Variance

0.2653 0.2512 0.2441 0.0999 0.0681 0.0438 0.0276

Cumulative 

Proportion
0.2653 0.5165 0.7607 0.8605 0.9286 0.9724 1
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CLUSTER ANALYSIS

Cluster plot Cluster plot
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DISCRIMINANT ANALYSIS

Cluster groups
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VISUALIZING 

THE RESULTS



SUMMARY AND CONCLUSION

• Integrating different approaches and techniques

• Facilitating decision making

• Direct messaging / Effective marketing tactics / 

Targeted advertisements / Classification

• Potential buyers / Stronger bonds

• Niche markets

• Focused efforts and resources
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