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Abstract 

To date, there has been little attention given to the fundamental issue of how organisations 
might approach market segmentation, targeting and positioning in dynamically changing 
environments. An analysis of interview data and market research and strategy documentation 
provided by a major participant in the financial services sector revealed previous and current 
approaches to market segmentation, issues surrounding the strategic application of these 
traditional approaches, and key risk elements shaping emerging financial services markets. 
Scenarios capturing these key risk elements were co-produced by researchers and focus group 
participants, and an approach to customer engagement which captures the dynamic nature of 
customer behaviour through triggers affecting value-in-use of financial services was tested 
against those scenarios. 
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Emergent Behaviour, Triggers of Change and Customer Engagement 

 

 

Introduction 

 

How effective are currently employed segmentation approaches for developing profitability in 

financial services? During the last two decades an increasing voice challenging the relevancy 

of market segmentation has been apparent. In fact, market segmentation has been described as 

arbitrary, based on questionable assumptions, simplifying a complex issue, a managerial 

artefact, difficult to implement, and “there is no logical reason to expect that targeting even 

stable, robust segments (assuming that they exist) will provide better results than other 

approaches” (Quinn, Hines, and Bennison 2007 p 443) (Dibb and Simkin 2009; Vroomen, 

Donkers, Verhoef and Franses 2005; Meadows and Dibb 1998). In addition, traditional views 

of segmentation, targeting and positioning are found to be ineffective in online environments 

with service selection falling outside consideration sets nominally assigned to specific 

segments (Brynjolfsson, Hu and Smith 2006). 

 

In the context of these issues that challenge the process of market segmentation per se, and 

the changing nature of the context in which customers are choosing between value options, 

this current research assesses the question: How are managers implementing market 

segmentation, what are the challenges of implementing these approaches and what are the 

principles underpinning a way forward that will address those challenges? 

 

Market segmentation:  shifting perspectives in customer engagement 

 

Market segmentation is the mechanism through which customer groups relevant to a specific 

product category are defined and selectively targeted. As Barnes, Bauer, Neumann and Huber 

(2007 p 72) confirm, customer typologies are “an effective instrument for identifying and 

addressing different consumer clusters”. Traditionally, groups, clusters or segments are 

defined through the identification of key parameters that drive purchase behaviour.   

 

As one of the core foundations of marketing, market segmentation draws on customer 

behaviour theory to enable organisations to efficiently and effectively focus their limited 

resources on highly profitable, homogeneous groups of customers to whom their value 

proposition is meaningful and is sought. Through careful targeting of resources, segmentation 

supports the efficient allocation of financial, human, information technology and other 

resources, and heightens understanding of customers’ needs, motivation and approach to 

selection of value options (Quinn, Hines, and Bennison 2007; Barnes, Bauer, Neumann and 

Huber 2007; McDonald and Dunbar 2004; Sheth, Sisodia and Sharma 2000). 

 

With an increasing emphasis on getting close to, and building relationships with customers as 

value co-producers, Sheth, Sisodia and Sharma (2000) argued that customer-centric marketing 

advances market segmentation as a framework for engaging with customers with the objective 

of “ fulfil(ing) the needs and wants of each individual customer”( p 55).  This customer-

centric view is supported in earlier work by Kara and Kaynek (1997) who linked 

transformations of populations and technology with social fragmentation to propose fine 

segmentation in the form of single customer segments.  To implement such a granular form of 

segmentation that would support principles inherent in relationship marketing, these authors 

Page 2 of 7ANZMAC 2009



recognised the need for continual streams of information to gain insight into changing needs 

and preferences, thus balancing both implicit and explicit co-production of value. 

 

As an example of a customer-centric system, Kalyanam and McIntyre (2002 p 494) proposed 

segmentation by personalisation where individual customers self-select, and the system 

customises interaction based on the user’s exhibited behaviour, or customises based on 

preferences of users with similar interests and/or the system evokes a rules based approach 

recommending items that match with those selected by the customer. This approach draws on 

the Service-dominant Logic principle that “value is idiosyncratic, experiential, contextual and 

meaning laden” (Vargo and Lusch 2008a p 7).  

 

Research method 

 

The specific objectives of this research project were: a) to understand the normative behaviour 

associated with segmenting the financial services market; b) to identify the limitations of that 

behaviour; and c) to build an alternative segmentation approach that will align with future 

anticipated market drivers and address challenges of normative approaches. Research 

questions driving data generation were: how have previous approaches to market 

segmentation been constructed; how useful have they been in providing a platform for 

strategy development; and how can and should new approaches be conceptualised?  The case 

study was designed to support drilling down into current normative behaviour, revealing 

challenges experienced, exploring perceptions of customer behaviour in future environments 

and co-creating an approach for customer engagement consistent with those futures.  

 

To address what Tapp and Hughes (2008 p 269) refer to as the ‘dislocation between research 

and practice caused by the dominance of “hard science”’ we employed a case study in which 

data was generated through:  

1. a content analysis of five market research and four strategy documents; 

2. conducting six individual interviews with managers responsible for determining how 

segmentation and strategy development were operationalised; 

3. examining data warehouse dictionaries; and then co-produced through 

4. conducting a focus group to define possible future environments and align an 

approach to customer engagement linked to those futures.  

Emergent themes were shaped from the interview data, compared to prior positions derived 

from the content analysis of documents, then revisited, reviewed, and revised or rejected.  The 

data from each industry expert was sequentially categorised, examining for consistency, 

adjusting, and then further examined for consistency with those interviews already 

categorised (Dey 1993; Marshall and Rossman 1989).  

 

Findings 

 

The market research reports covering a six year period had been commissioned to guide 

strategy formulation. The contracted market research firms had generated alternative 

segmentation approaches from consumer data, built around benefits sought (security, rate of 

return, ability to grow wealth, desired level of personal control) and personal attributes 

(investment experience, customer life-stage and personality type) as core motivators and 

drivers of investment behaviour. Psychographic and personality segment descriptors were 

proposed in these market research reports, from ‘expertise demanding’, ‘knowledgeable 

hands-on’, ‘cautious controllers’, and ‘reassurance seekers’ to ‘self-directed customers’, 
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‘trustors’, ‘status seekers’, ‘freedom seekers’ and ‘those seeking the simple life’. Investment 

experience and life stage contributed to these segmentation descriptions.  

 

While the segmentation dimensions contained in the market research reports were all taken 

into account in developing a segmentation approach, the key building blocks used by the case 

organisation for segmenting markets and building strategy were ‘level of investment’ and ‘life 

stage’. A hierarchical segmentation approach was adopted that distinguished initially between 

the level of investment, and then the extent and nature of customer advice required 

(‘delegators’, ‘self-directed’, and ‘assurance seekers’). As a third level of segmentation, 

hierarchy, ‘delegators’ were categorised as ‘those starting out’, ‘those with small holdings’, 

and ‘knowledgeable investors’. As a fourth level, knowledgeable investors were categorised 

into those who choose to self manage their investments on line, those who self manage but 

seek confirmation of their approach through off-line advisor engagement and, due to time 

constraints, those who choose to manage through an advisor.   

Although responsible for designing and implementing strategy based on this hierarchical 

segmentation, interviewees were generally in agreement that: a) many customers did not fit 

with any degree of stability into these general categories; b) there appeared to be significant 

heterogeneity within categories as specified; and c) there was significant ‘horizontal blurring’ 

across segmentation hierarchies. The subtleties and complexities of financial services were 

apparent in interviewees’ descriptions of customers moving in and out of different sources of 

advice i.e. financial advisors, friends and family, broadcast media, taxation experts, real estate 

agents and stock brokers. Their concern about the allocation of customers to specific 

segments was that a) customers move between segments of ‘advice seekers’ or ‘self-directed 

information gatherers’ in response to finding a financial advisor whose level of expertise 

meets their requirements, and having the time available to manager their own portfolio, and b) 

that customers’ investment experience and on-line search skills change over time 

 

Interviewees spoke of customers as being under increasing pressure to become more 

investment oriented and, as a consequence, customers’ knowledge about wealth management, 

as well as their web interrogation skills and willingness to purchase on-line was changing. 

The increasing volume of wealth management information provided by the media, face-to-

face encounters with financial advisers, and information exchanged within social encounters 

were the main drivers of customers’ change in investment orientation. Interviewees also 

described customers’ increased desire for knowledge about risk, diversification, and 

investment types (shares, cash investments, real estate, managed funds, fixed investments, 

personal super, annuities, and structured investments). Interviewees and market research 

reports confirmed the increase in exchange of information occurring in social networks, 

consequently building customer wealth management knowledge and confidence. 

 

Prior to the focus group, two 2012 scenarios were developed each based on one key supply 

side uncertainty assumption (level of investment in on-line and off-line infrastructure) and 

one key demand side uncertainty assumption (level of demand growth for on-line financial 

services as a proportion of the growth in overall demand for financial services). These key 

uncertainties were prioritised on evidence provided during the interviews, and then were 

further developed in the focus group. Future environments were described that involved a 

broader financial services market and increasing acceptance of wealth growth opportunities 

within new superannuation architectures. Participants were of the view that the anticipated, 

broad adoption of internet banking by 2012 would impact on all wealth related services 

offered by banks, with concurrent increasing demand for quality, easier in-and-out access to 

high yield investments, cost-effective, unbiased advice both on- and off-line, and increasing 
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competition for customers’ wealth management portfolios. These assumptions are unlikely to 

be challenged as a consequence of the recent financial crisis. Customer engagement options 

were examined to assess their robustness within each of the selected scenario environments. 

 

Data streaming into the case organisation’s warehouses contain proxies for customers’ 

changing on-line confidence, wealth management knowledge, on-line skills, wealth needs, 

desired level of control and investment involvement.  Data from monitoring changes in a) site 

access frequency, b) portfolio monitoring behaviour, c) new value exploration d) analysis and 

decision-making tools access, e) queries submitted on- and off-line and frequency of advice 

accessed and f) access to linked sites and internal information sources, could provide data 

miners and modellers with foundations to capture the emergence of customer behaviour and 

identify triggers indicating resource investment changes and required value changes as 

customers experience current value portfolios. 

 

In addition to changes in on- and off-line activities, changes in socio-demographic and 

employment data, and tracking general on-line search behaviour is likely to reveal emergent 

behaviour of ‘young wealth’ (new wealth entrants), ‘static wealth’ (exhibiting limited or no 

adjustments to portfolio), ‘transitioners’ (those transitioning towards new value 

requirements), ‘up-graders’ (those seeking an alternative approach to wealth management) 

and ‘complexity seekers’(those wanting to broaden their current portfolio) as they co-create 

new value options. Mining and modelling of our cleaned data confirmed the potential to 

segment customers in terms of their changing wealth position requirements (i.e. segment on 

the basis of triggers indicating what the customer seeks to achieve, rather than meeting 

current needs or past behaviour). Such an approach offers the ability to identify relevant and 

timely communication and resource support required for new value creation through the 

identification of triggers indicating changes in wealth management goals. Data analysis 

revealed however, operational issues of missing and distributed data. 

 

This segmentation and customer engagement approach focuses attention on a) the importance 

of ongoing wealth management goal assessment through data mining and modelling, b) the 

consumer’s exploration of portfolio restructuring as the current portfolio is ‘experienced’, and 

c) resources necessary to support changing practice in portfolio restructuring decision-

making. Triggers of change (changing patterns of activity in portfolio monitoring, 

interrogating new products information, changes in analytical tool usage, changes in patterns 

of regular deposits, opening new accounts, exploring linked sites) may indicate a desire to 

move to the next wealth step. Transition mechanisms such as advisor support, targeted 

information streams, risk assessment analytics, and training in analytical tool usage, and on-

going resource investments in on-line communication infrastructure, analytical tools and 

advisor skills will aid customer retention and support appropriate portfolio restructure.  As a 

consequence of changing levels of confidence in financial services decision-making, changing 

wealth management knowledge, the demands of specific life events determining the 

immediacy of wealth needs, and changes in desired level of control and involvement, 

customers will transiently belong to clusters which will each reflect consistency in 

behavioural responses to: advice, pricing, portfolio structure, risk, complexity, choices on 

access to quality, complex or standard advice, and tools, and modelling available on-line.  

 

Strategies based on this segmentation approach will address the fluidity of an evolving service 

market. The approach reflects movement away from traditional, transaction focused Goods-

Dominant Logic and places emphasis on the need for service market development strategy 

based on changes impacting on the value experience process.   
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Conclusion and Discussion 

 

Practitioners have encountered significant difficulties both operationally and descriptively in 

implementing strategic action based on normative market segmentation principles. While 

identifying segments as risk-averse doubters, open-minded shoppers, and reserved 

information-seekers is important and interesting, translating these descriptors into targeted 

action has been problematic (Barnes, Bauer, Neumann and Huber 2007).  

 

In a context exhibiting operational challenges with the market segmentation process (Dibb 

and Wensley 2002; Goller, Hogg and Kalafatis 2002), recommendations on new foundations 

that embrace both purchase and consumption (for example, Drew, Mani, Betz and Datta 2001; 

Libai, Natayandas and Humby 2002), and calls for individual customer centrism (Sheth, 

Sisodia and Sharma 2000), we sought to understand issues associated with current 

segmentation approaches, and to co-produce an approach to drive customer engagement. As 

an alternative to traditional approaches our key contribution is a methodology to support 

customer engagement strategies that requires the identification of triggers of change that 

flexibly define and redefine value-in-use. Our field of investigation focussed on experts’ 

views of factors influencing the transaction, consumption and repurchase experience to 

identify triggers that challenge experienced value and signal value goal change. Such an 

approach to segmentation is likely to be even more critical in times of economic instability. 

Interviewees noted the importance of capturing an understanding of wealth management 

behavioural dynamics, however, were unable to access data to help them understand the 

dynamics of consumption experience (and “what should happen” under principles of lean 

consumption - Gummesson 2008 p 16). Our co-produced customer engagement methodology 

is dependent on the on-going development and application of a semantic layer across the data 

warehouse system to support mining and modelling of data that can capture triggers of 

change. In addition, our approach involves mapping dimensions influencing value-in-use and 

value needs change as consumers consider, purchase, experience and repurchase services.  

 

The segmentation approach developed reflects an S-D Logic in a number of ways.  Firstly, the 

service system is conceptualised as dynamic co-configurations of knowledge, customers’ 

consumption experience, customer-advisor interactions, customer-IT interactions, shared 

information, skills and social integration of knowledge. Secondly, the fluid segmentation 

approach places potential and actual consumption experiences at the centre of value creation. 

Thirdly, it emphasises the “mutually satisfying interactive process” of value creation (Vargo 

and Lusch 2008b p 31) and, fourthly, it contains an operant resource emphasis highlighting 

the importance of resource expansion and renewal of both the supplier and customer.  
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