
Marketing Segmentation: Meaning, Examples and 
Difference Between Product Differentiation and Marketing 
Segmentation 

Introduction 

In modern marketing, consumers differ widely in their needs, preferences, purchasing power, and 
buying behavior. A firm cannot effectively serve the entire market with a single product or 
marketing strategy. Therefore, marketers divide the total market into smaller, more manageable 
groups. This process is known as marketing segmentation. Along with segmentation, firms also 
use product differentiation to gain competitive advantage. Though related, the two concepts are 
different in approach and application. 

 

Meaning of Marketing Segmentation 

Marketing segmentation refers to the process of dividing a heterogeneous market into smaller, 
homogeneous groups of consumers who have similar needs, characteristics, or behavior and who 
may require separate products or marketing mixes. 

The main objective of market segmentation is to satisfy customer needs more effectively and 
efficiently. 

 

Bases of Marketing Segmentation with Examples 

1. Geographic Segmentation 

In this type, the market is divided based on geographical factors such as region, climate, city 
size, or country. 

Examples: 

 Woollen clothes marketed more in cold regions. 
 Spicy food products preferred in South India, mild flavors in North India. 
 Air conditioners promoted heavily in hot climatic regions. 

 

2. Demographic Segmentation 



Market is segmented on the basis of age, gender, income, education, occupation, family size, etc. 

Examples: 

 Baby products like diapers and baby food for infants. 
 Cosmetics and personal care products targeted separately for men and women. 
 Luxury cars aimed at high-income groups, budget cars for middle-income consumers. 

 

3. Psychographic Segmentation 

Segmentation based on lifestyle, personality, social class, and values. 

Examples: 

 Premium fitness brands targeting health-conscious consumers. 
 Adventure tourism packages for thrill-seekers. 
 Eco-friendly products aimed at environmentally conscious customers. 

 

4. Behavioral Segmentation 

This segmentation is based on consumer behavior such as usage rate, brand loyalty, benefits 
sought, and occasions. 

Examples: 

 Toothpaste offering different benefits like whitening, sensitivity protection, and cavity 
control. 

 Loyalty cards for frequent shoppers. 
 Festival discounts during Diwali or Christmas. 

 

5. Income-Based Segmentation 

Products are designed and priced according to consumers’ income levels. 

Examples: 

 Sachet packaging of shampoos for low-income groups. 
 Premium smartphones for high-income consumers. 
 Budget airlines offering no-frills services. 



 

Product Differentiation 

Meaning 

Product differentiation refers to the process of distinguishing a product from competitors’ 
products by adding unique features, design, quality, branding, packaging, or services. 

The aim is to make the product appear distinct and superior in the minds of consumers. 

Examples: 

 Different flavors of soft drinks. 
 Smartphones differentiated by camera quality, battery life, or brand image. 
 Branded clothing distinguished by style and quality. 

 

Difference Between Product Differentiation and Marketing 
Segmentation 

Basis Marketing Segmentation Product Differentiation 

Meaning Dividing the market into groups of consumers 
Making a product distinct from 
competitors 

Focus Consumer needs and characteristics Product features and attributes 

Objective 
To identify and serve specific market 
segments 

To create competitive advantage 

Approach Market-oriented Product-oriented 

Nature Strategy before product design 
Strategy after or along with product 
design 

Example 
Targeting youth, children, or senior citizens 
separately 

Offering different variants of the same 
product 

 

Relationship Between the Two 

Marketing segmentation and product differentiation are complementary. Segmentation identifies 
who the target consumers are, while product differentiation decides what unique product 
features should be offered to satisfy those consumers. 

 



Marketing segmentation helps firms divide the market into meaningful groups and design 
appropriate marketing strategies for each segment. Product differentiation helps firms stand out 
in a competitive market by offering unique value. Though different in concept, both are essential 
tools for achieving customer satisfaction, market expansion, and long-term profitability. 

 


