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There are many pricing strategies as shown by Tellis (1986). In differential pricing strategies like geographic pricing strategy, or
second market pricing strategy, understanding the difference of response to price by consumers and conducting price differentiation
among markets is required. Therefore market segmentation based on consumer price sensitivity is helpful in order to conduct differen-
tial pricing strategy. The purpose of this research is to suggest the market segmentation method for pricing strategy. In this paper, la-
tent class analysis is conducted for market segmentation to clarify consumer heterogeneity in terms of factors related to price sensitiv-
ity. Application of latent class analysis to panel data from supermarkets in Japan is illustrated. Based on the result, effective market seg-
mentation for pricing strategy is discussed.
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