Cluster Analysis Walkthrough

Fax Machine Sales

all Home Office has become
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Objectives shift

Developing specific ‘Industry taxonomies’ for the SOHO Fax machine market

“*Evolving beyond the establish ways of segmenting data.

“»Modeling client specific views of their customer base.

“+Grouping customers by their needs and requirements rather than by traditional methods (i.e. company size)
“*Profiling & segmenting the clients customers and markets in natural groupings.

“*Enabling the development of clearer messages by user types

“»Tailoring specific products or services for individual clusters

Segmentation/clustering allows you to interact with each cluster in ways that are tailored & relevant to them.

Traditional Views ClusterView
Conventional ways of looking at customers A new perspective based on
“*Industry Sector “*Answer patterns
“+Job Function “*Importance scores
“*Country “Individual Targets
“»*Company Size *»Tailored needs

+*One Size fits all
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Ourmethodology

Cluster analysis is used in conjunction with other
analysis techniques to sort and reduce raw data
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Variable selection — Importance factors

Cluster Analysis — Sort raw data and groups it

Mean Centred Differences — Clarifying differences
Interpretation -Profiling respondents

Factor Analysis — Statistical data reduction technique
Golden Questions — Ease of future profiling




Clusteranalysis

Cluster analysis is an exploratory data analysis tool which sorts different
respondent patterns into groups in a way that the degree of association
between two respondents is maximal if they belong to the same cluster and

minimal otherwise
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In business terms segmentation is a process whereby customers are put into

a small number of groups by their needs.
The customers in one group are similar to one another in needs... but

different from the customers of other groups.
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- MMuch Higher than average

Attribute mean scores —

Respondents were asked to rate a series of factors they take into consideration when
choosing a fax machine (Scale 5=Vital 1=Not at all important). Five clear clusters emerged.
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Cheap initial cost

Cheap Consumable cost




Interpreting & Naming the segments .

ProfileBuilding i

Cluster analysis discovers structures in data . However clustering alone does not provide an
explanation or interpretation. Cluster analysis simply discovers groups within the raw
data without explaining why they exist.

Profile interpretation looks at: o 6

ss*What they score highly (importance)
ss*Where they score low (not important)

s*What there demographic similarities are
*Space at a premium 25%
*Want Multifunctionality

«Cost sensitive
«Small Business users ~ 34%

Sensitive data not trusted to email
» Documents requiring a signature

*Home users 17%
eInvolved in societies or associations

*Not internet users 10%
eDomestic users and sole traders
*Basic functionality only

*Heavy users 14% «Cost sensitive

eLarger Soho's l .



















