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1. Question 1 

1.1 Introduction 

Every business tries to use market segmentation so that they could target the audience and 

deliver better results. Strategic marketing is mainly focused on serving the customers, which 

would help the companies to get lucrative benefits from the overall business services. The main 

principle behind the marketing is reaching the customers, and for that, a better analysis of the 

customer's preferences had to be adequately understood (Westet al. 2015). If the customer's 

preferences could be understood, then, it becomes quite easy for the company to target the 

audience in a particular area. As a result, they could know what the customers want depending 

on a targeted area. That is why the companies try to create a strategic marketing programme so 

that they could target the customers in different ways. 

The report would try to evaluate the segmentation as both a concept and process in critical terms 

so that the organisation’s value proposition could be analysed (Chernev 2018). In addition, the 

segmentation approach of the organisation for three years could be explained, and the 

effectiveness of the approach would be evaluated. 

1.2Critical analysis of segmentation 

1.2.1 Segmentation as a concept 

As opined by Venteret al.(2015), segmentation is dividing the audience into primary fragments 

so that it becomes easy for the company to target the people within a specific region. The 

segmentation can be divided into various factors, namely the psychographic, geographic and 

demographic. The psychographic segmentation n means targeting the emotional desires of the 

customers within a particular zone, so that, the marketing could satisfy the cultural concerns of 

the customers. The geographic segmentation means targeting the people in a specific place, and 

that helps the marketers to know the local factors influence power in persuading them to buy an 

item. The last factor targets the demographic demands of the consumers so that the marketers 

could be able to target the different generations.   
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According to Ernst and Dolnicar(2018) segmentation helps to target the audience in a better way, 

and the fact could be proved by the benefits it possesses. The segmentation helps to optimise the 

marketing strategy in such a manner so that they could target the audience by analysing the 

features that are dominant in the region in which the shopping is done. As a result, the company 

had to spend very less investment in it, and that is why the company could make an active 

process. The societal marketing concept could be understood by segmentation approaches. It 

states that the companies through the segmentation can understand the needs of the customers 

and deliver the services required for the consumers. As a result, customers are satisfied with the 

company's marketing strategies. In this context, the product concept could be applied, which 

states that the consumers try to buy those items which tend to fulfil their wants and desires. 

However, Jiaet al.(2017) stated that using the segmentation approach could increase the costs of 

the firm as the cost of production would also increase. Moreover, sometimes it happens that the 

customers had changed their preferences, and this effects the company as the investments that 

they had made for the consumers go to no avail. It is due to the continuous changes in the 

consumer's mindsets, and that affects the buying behaviour of them. That is why it becomes 

tough for the company to understand consumer purchasing behaviour.  

Lutnicket al.(2018) stated that segmentation could be very much useful if the company try to 

implement the selling concept in a better manner. The advantage of the concept is that many 

customers could know the marketing strategy of a company by understanding the promotional 

message from the companies. As per the marketing concept, the company holds a philosophy 

that a company could get better business profits of it could target the audience depending on 

specific features. On the other hand, it is stated that the promotional strategy proposed by the 

company requires higher costs that could put additional financial pressure on the company. It is 

seen that the expenditures on the promotional strategy could be wasted and as a result, the 

investments that they had made could be wasted.  Thus, it could be concluded that the 

segmentation could not be used as a concept at every time top frame the marketing strategy. 

1.2.2 Segmentation as a process 

Piercy(2016) stated that market segmentation is such a process where the marketing strategy is 

created depending on the different segments in a company. Market segmentation helps the 
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companies to develop such a framework that allows the firms to target the audience effectively. 

The advantage of the segmentation is that it helps to build market leadership through a better 

marketing mix and good product diversification. The market segmentation process mainly is 

divided into defining the market, identifying the segments, narrowing the choices, picking the 

spots, developing marketing plane and executing it. Crosset al.(2015) argued that the marketing 

strategy designed by the company are not always helpful in targeting the audience as the 

purchasing behaviour of the consumers under a different psychological branch and it is tough for 

the marketers to predict them. 

 

Figure 1: Segmentation as a process 

(Source: Piercy 2016) 

There are three categories under the segmentation approaches, which are the geographic, 

demographic and psychographic. The demographic segmentation mainly targets the 

demographics of a particular place, and that helps the marketers to target the markets in a 

straightforward manner. Kuratko(2016) argued that the demographics could sometimes be very 

hard to predict because a region could be exploded with tourists regarding a particular event that 

the area is performing. Moreover, specific exchange programmes bring people belonging to 

different cultures, and that affects the marketing strategy of the company. The psychographic 

segmentation helps to target the behaviours and attitudes of the consumers, which allows the 

companies to know the purchasing behaviour of the customers. However, Mirabiet al.(2015) 

stated that the purchasing act of the customers continuously changes due to the changing demand 

of the consumers. In addition, the purchasing attitudes of the consumers could be harder to 
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analyse and explain, and this is the reason why the segmentation approach is not always useful 

for the company. 

1.2.3 Effect of segmentation in an organisation’s value proposition 

Segmentation could be defined as a foundation on which the entire marketing strategy could be 

established. This helps the companies to target the needs of the customers in a better manner, and 

this leads to better business benefits. The benefit of segmentation is that it helps the firms to 

target the specific demands of the consumers, and this leads to create a better value for the 

companies. Thus, it can be said that the segmentation of a market could lead to an increase in the 

value propositions for the company (Van der Merwe et al. 2015). In addition, there would be 

specific stakeholders as well as investors that would help to do the business activities, which 

could create certain value propositions for the firms. 

 

Figure 2: Value Proposition of a company 

(Source: Van der Merwe et al. 2015) 
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It is seen that the customers try to look for specific values in the products that they are buying 

from the stores, which could be divided into the personal, culture and human nature. Human 

nature is a universal value that a marketer usually looks for before designing a marketing 

strategy. The culture is instead specified to a single group, and the cultural concerns should be 

taken by the marketers to enhance its business activities. However, it is seen that the personal 

values of the customers are complicated to fulfil it due to several factors present within the 

buying behaviour of the consumers (Patalaet al. 2016). Thus, it could be seen that the value of a 

customer is a combination of several perspectives like the utility, exchange, esteem and many 

more. A business can succeed if the firm could be able to fulfil the values of the customers in a 

better way.  

It is seen that the values are designed by the customers an in their absence, it cannot be created. 

The cost could understand the same thing in exchange. Another type of appraisal is the value in 

use, which is given by the consumers through their feedback, whether they liked using the item, 

or not. For example, by using a pen, they like it, or they require another option to it. The last type 

is the value in context, which changes on the environment in which the product had been used. 

The context changes on several factors like the physical, social environment and the cultural 

norms of the user (Doligalski et al. 2015). The company to create new products uses this. The 

thing could be understood from the idea that Haier designed a washing machine that used to 

wash the clothes, but the problems complained to the main body. As a result, Haier developed a 

tool that could be used to remove the vegetables, and that is done due to the user being a farmer. 

Therefore, segmentation could be used to create better marketing decisions if it can understand 

the points of parity, difference and contention in it. 

1.3Critical analysis of Zara’s steps in the segmentation 

1.3.1 Zara’s segmentation approaches 

It can be understood that strategic marketing is very much required for a company to target the 

customers so that it could remain competitive in the market. The organization chosen for this 

case is Zara, a company that deals in the apparel industry. Zara had been serving the needs of the 

customers since the year 1975, and it had been performing well due to the better strategic 

marketing strategy of the company. Zara had been operational in the fast fashion industry, and 
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that is why it does not spend huge money on traditional advertising (Zara 2019). As per the 

product concept in segmentation, a company could be able to enhance the sales of the company 

if it could create a better promotional strategy to target the customer's needs. The justification 

could be made that a customer’s choice to buy an item continuously changes and therefore, 

wasting money on unnecessary advertisements could affect their financial resources. The 

segmentation approach of the company Zara could be classified into four segments, namely 

demographic, psychographic, and geographic. 

 

Figure 3: H&M and Zara Gender segmentation 

(Source: Zara 2019) 

1.3.1.1 Demographic segmentation 

The demographic strategy of Zara is mainly targeted on the demographic demands of the 

customers so that the company could know the preferences of the consumers. In the demographic 

stage, there are certain factors on which the targeting is done that depend upon the age bar, 

income potential and the gender gap. If the gender factor is concerned, it is seen that most of the 

buyers belong to the female community. It is understood that the male audience of the company 

is very less. Most of the consumers of Zara are mainly the female community with some of them 
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belonging to the children. This is the reason why about 60% of the products that are available in 

the Zara belong to the female community, and only 25% belongs to the male people. 

It is seen that an average consumer visits the area 17 times a year, unlike the other fashion brands 

like H&M who had many visit rates. This is due to the poor advertising budget of the company, 

which constitutes about 0.3% of the overall financial budget (Harbott 2018). Another 

demographic factor is the age bar, and it is seen that the main users usually come from the age 

group of 18 to 34 years old, and this is quite logical. It is seen that most of the people belonging 

to this age group had certain jobs and are quite attractive to popular brands. The last factor under 

the demographic segmentation is the income potential of the customers. It is observed that most 

of the people who come under the targeted audience are the graduates and new joining a 

company. As per certain statistics, the average income of the customer of Zara is 60000 dollars 

per year, and that is why the company is mainly targeted to those people who are ready to buy an 

item at an affordable rate. 

 

Figure 4: Demographic Segmentation of Zara 

(Source: Harbott 2018) 

1.3.1.2 Psychographic segmentation 
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Zara is mainly a company that tries to create products, which had the potential to satisfy the 

fashion tastes of the consumers. The company had been delivering 12000 variants in the dresses 

in a single year, and that is why most of the consumers are the girls. The typical customer of the 

Zara is a female one who is very fashion conscious, and the reason they market from it is that the 

company had been able to match up the current demands of the consumers (Forbes 2018). The 

products that are made by the Zara are mainly targeting very confident people. This is the reason 

why the products could not satisfy the desires of the introvert people. It is seen that most of the 

customers use social media platforms like Instagram and read Vogue magazines, which clearly 

showed that they had the desire to emulate the look of the VIP people. As Zara had been able to 

deliver fashion products at a quick pace, that is why it is quite evident that the fashion lovers try 

to visit the stores to see if there is anything new in the collection.  

1.3.1.3 Geographic segmentation 

The segmentation of the Zara mainly targets the geographical extent of the countries like Spain, 

UK, USA, Germany and many more. It is seen that the company is mainly interested in 

advertising its products in metropolitan cities that are developed economically. The company had 

tried to expand in international markets, and it is seen that internationalisation of the brands is 

essential as, through it, the business operations are enhanced. A company can enter in the 

international market in various ways. Zara had been able to enter the Indian market under the 

joint venture with the Trent Limited (Business standard 2018). The joint venture had helped the 

company to expand its roots to different countries. Trent Limited is one of the subsidiaries of the 

Tata limited, and this is the reason why the company could be spread to about 100 nations. This 

had helped the company to reach to a wider audience. However, it is seen that the Zara had not 

been able to expand completely in the Indian market due to some strict regulations in India. 

Moreover, the company had been performing under the brand of Tata, and that could degrade the 

branding of Zara. 

1.3.2 Value proposition created by Zara 

It had been observed from the various factors that the company had been able to create a good 

relationship with the customers. The result is that most of the consumers are loyal to the brand 

and try to purchase from the company. This is due to the huge value proposition that Zara had 
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been able to create with the consumers. The fast fashion business that the company is doing had 

increased the value of the products. This is the reason why most of the consumers are loyal to the 

brand, and this had accounted for 80% of the total sales in the company. Moreover, people are 

fewer prices sensitive, and that helps the company to increase the price of the products. 

 

Figure 5: Value Proposition created by Zara 

(Source: China daily 2019) 

Zara had been playing a strong role in pull marketing where it uses its strong customer base to 

promote the products so that their business activities could be enhanced. The good engagement 

policy with the customers had helped the company to get a constant arrival rate of the 

consumers, and that is why it is seen the visit rates of the customers is thrice more as compared 

to the different stores. Another smart move of Zara is a powerful data structure that helps to 

communicate with its million followers on Instagram or Facebook. Using this data, it enhances 

business operations. It is seen that the company had tried to answer 17 million complaints in a 

single year due to which there is a good relationship maintained between the customer and 

company. 
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However, there had been certain attempts made by the company where it tried to feature black 

models in prisoner form and Chinese women having a freckled face (China daily 2019). Due to 

which, there were several clashes in its business operations, and that affected the sales very 

badly. Such attempts made by the Zara reflected the lack of cultural confidence possessed by the 

brand, which had hampered its business operations. 

1.3.3 Recommendations 

Zara had been very successful in its segmentation approaches, but one of the biggest defects is 

that it mainly targets fashionable people. This narrows the approach to a stylish section of the 

costs that are very confident in their living standard.  The company should try to target the 

introverted people by designing certain apparel that satisfies their desires. In addition, the 

company should try to focus on seasonable and formal clothing styles so that there could be an 

increase in the overall customer base. The company is seen to be neglecting the cultural 

confidence in promoting the black and Asian models due to which, it received a backlash in its 

sales. The company should try to consider cultural factors before designing a marketing strategy. 

The company should try to enhance the advertising budget so that it could attract people from 

wider fields. It is seen that the company targets those people who are mainly involved in social 

networking platforms, but certain people are not using it. Therefore, the company could use the 

integrated communications systems so that they could target the audience in a better manner. 

1.4Conclusion 

It could be concluded that a company had to improve the segmentation approach to get a better 

business operation. This could happen only if a company could understand the needs and desires 

of the customers. The segmentation through the different approaches would highlight the 

geographic, psychographic and demographic demands of the consumers. Several concepts had 

described the fact that the segmentation should be selective in designing marketing because if a 

unique community is ignored, then, the entire business strategy could be spoilt. The 

segmentation could be used to create better marketing decisions if it can understand the points of 

parity, difference and contention in it. 
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Through the study on Zara, it is quite clear that the company had been able to execute the 

segmentation approaches in a better manner, but there are specific problems, which the company 

had been ignoring. Its continuousfocus on fashionable consumers and mainly the female 

communityis affecting the marketing strategy of the company. Moreover, its lack of cultural 

confidence is affecting the sales of the products and therefore, the company should consider the 

cultural factors before designing a marketing strategy. 

Question 2 

a. Financial analysis 

The financial analysis of the Speedy range of bicycles would be done on the basis of market 

shares which is seen that about 19% of the overall products is obtained by it which is more less 

as compared to the Forever. This shows the fact that the Speedy bicycles had less market demand 

that could be understood from the market demand. The market demand of the Speedy bicycles is 

9763 as compared to the Forever, which is having 17959. It is seen that the cumulative financial 

performance of the Speedy Company is much less than that of Forever company.  

It could be seen from the cumulative financial performances, which are 11.848 that are lower 

than a company with average performance is. This clearly reflects the fact that the company is 

not highly effective in the marketing strategy. From the detailed brand report in the sixth quarter, 

it is seen that the sales of the Mountaineering MK3 is higher than the sales of the Speedy range 

of bicycles. It is observed that the MK3 had been experiencing sales of 6930, which is much 

higher as compared to the Speedy range of 2462. The reason of experiencing more sales is due to 

the more number of salesperson for the Forever Company.   

b. Marketing mix (4P) 

The marketing mix of the Speedy range of bicycles could be critically analysed in this section. 

The 4P analysis is as follows – 

Price 

The price of the Speedy bicycles is having a score of 100, which is much better as any score 

higher than 95 means that the pricing strategy is good. On the other hand, it could be seen that 
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any score closer to the 100 could challenge the company as it could lead to the price insensitivity 

(Fanet al. 2015). As a result, it could be seen that if any company tries to offer the items at a 

minimised price, then, the company of Speedy could suffer a huge loss. This creates a challenge 

for the company to remain competitive in the market. It is seen that the Speedy Company tries to 

provide rebate of 50 to its premium collection of bicycles so that it could enhance the sales of the 

products. On the other hand, it could be seen that inspite of giving a rebate, most of the 

consumers are giving top priority to the Forever class as they are providing the same product at 

the same price. This gives the customers a good choice to buy a product having better quality. 

Therefore, the company should try to select a better strategy to make the price more flexible. 

Promotion 

A better advertising is required in order to remain competitive in the market. The international 

advertising foundation reviews the ads published by the companies and it is seen that the Speedy 

publishes good ads with an ad score from 78 to 84. This is the reason why the company had not 

been able to reach the audience as compared to the Carbon Avant who had an ad score from 95 

to 100. If the ad reviews are seen on a comparative scenario, it could be understood that the 

bicycles sold by the Carbon Avant are better in targeting the audience (Dattaet al. 2017). 

However, the company had a chance to become successful in the business, as the company had 

been boosting its sales in the speed and mountain segments. It could be seen that the competitive 

ads are better in targeting the audience as compared to the Speedy Company. This is due to the 

lack of media analytic metrics. However, the amount of local media inserts for the Speedy 

Company is about 191 that could give the company a chance to create a frontal attack to get 

more consumers. It is seen that the company is having a poor ad judgement which is 79 as 

compared to the 95 score of the Carbon Avant (Stead and Hastings 2018). This is the reason why 

the company is getting less number of clicks. 

Product 

The product sold by the Speedy Company in the form of carbon fibre bicycles that is being 

reviewed by the customer union. It is seen that the products sold by the company falls under the 

range of acceptable that is having a score from 70 to 77. It is seen that most of the products that 

is getting more sold in the market belongs to the Carbon Avant or the Forever that creates quite a 
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sense of worried for the Speedy Company to remain competitive in the market. It is seen that the 

product of the Speedy company do not have a proper handling system which creates quite a 

sense of discomfort for the rider (Wu and Li 2018). However, its aerodynamic design could 

attract the bikers especially who are involved in the sports activities because for them speed is 

the ultimate desire. It is seen that more 253 customers tend to desire for aerodynamics and speed. 

This is why, most of the bicycles offered by the Speedy could enhance its sales.  

Place 

It could be seen that the New York City had more demand of the Speedy Company and most of 

the consumers try to prefer those bicycles that fall under the speed section, which is about 306. 

Moreover, the bicycles sold by the company have better speed variants and this could help the 

company to remain successful in its business operations (Jackson and Ahuja 2016). However, 

one of the worry reasons for the company is that it had not been able to target the audience who 

could use the sped variant of its products.  

Recommendation 

It could be recommended that the Speedy Company should try to make the advertisements better 

by the help of local media inserts that would help it to target the right customers and that would 

help it to increase the sales. The company should think of improving the advertisements so that it 

could enhance the sales more than the Carbon Avant. The company should make the bike 

handling system better so that along with the aerodynamically feature, there is a safety factor 

also. The company should try to improve the ad judgement so that it could convert the clicks to 

the lead conversions. In addition, the company should try to make the price flexible so that it 

could give the items at a competitive price that could target the customers on a specific region. 
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