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Abstract 
 
In this paper, we study how to partition the customer base into various 
overlapping segments and build predictive models on these segments to 
optimize the overall predictive performance across all the segments. We show 
that the optimal segmentation of the customer base is NP-hard and propose 
three suboptimal tractable overlapping segmentation methods. We empirically 
compare them with the previously proposed non-overlapping segmentation 
methods and show that they significantly dominate these methods across most 
of the experimental settings. We also empirically compare the three methods 
among themselves and show that one of them (Sequential updating) 
outperforms the others. Thus, the paper demonstrates the power of the 
overlapping segmentation. 
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