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Executive Summary 

 

 Ibanez, a Japanese guitar manufacturer, began as a bookstore in 1908 and quickly 

expanded into a guitar importer from Spain. 27 years later, the founder, Matsujiro 

Hoshino established the brand Ibanez. It eventually expanded into the U.S market in the 

1960’s, and became well known for its high quality guitars with similar design to other 

leading guitar manufacturers.  Ibanez produces many instruments including electric and 

acoustic guitars and their complimentary products such as amps. Ibanez is famously 

known as the standard rock guitar. 

Ibanez competes in a highly competitive market with the top four companies 

accounting for over 75% of the market share. The industry is also in a stage of maturity, 

with all sections of the market highly saturated. Ibanez is looking to fulfill unsatisfied 

benefits of the consumer.  The benefits sought in the market that are left unfulfilled are 

conducive to people that are considered intermediate to advanced guitar players.  Some of 

the primary benefits that Ibanez seeks to fulfill include a product that is an extension of 

the self, including the sense of social status, celebrity endorsement with a strong brand 

reputation, and the ability to be customized.  

 We seek to fulfill these benefits by introducing a new product line, called Ibanez 

Kasutamu (originating from the Japanese word “custom”). This new line will allow 

complete customization of the guitar, to compete with brands Fender and Gibson that do 

not fulfill these benefits sought in this market segment. Ibanez’s new focus on a niche 

market, with their new product line, will provide a competitive advantage along with an 

expanded market share in the intermediate to advanced guitar playing category.  

 

 



Firm Analysis 

Key Information about the Firm 

In 1908, Matsujiro Hoshino opened a bookstore in Nagoya, Japan called Hoshino 

Shoten. As time progressed, the owner grew fascinated by Salvador Ibanez guitars and 

began importing them from Spain. 27 years later, Hoshino decided to start his own guitar 

brand called Ibanez. 

In the mid-60s, the company expanded into the highly competitive U.S. guitar 

market and introduced similar guitar designs as their rivals Fender and Gibson in hopes to 

attract business. Unsurprisingly, Gibson responded with a lawsuit accusing Ibanez of 

using their headstock design. After several years of legal battles, the case was settled out 

of court and Ibanez had to produce original designs as part of the agreement. 

The late 80s and 90s were pinnacle moments for the brand as the company landed 

highly sought-after musicians including Steve Vai and George Benson. The partnerships 

led to the launch of artist-inspired models which propelled Ibanez as one of the more 

recognizable guitar brands in the world. Presently, there are offices in Japan, U.S., 

Netherlands and China with over 429 employees. The U.S. division, led by President 

Shogo Hayashi, is headquartered in Bensalem, PA. 1 

Primary Product 

Ibanez product line consists of electric guitars, basses, hollow bodies, acoustics, 

electronics and accessories. Their electric guitars range from $109 to $6,000 at Guitar 

Center, the world’s largest musical instrument retailer. Their prices are similar to 

Fender’s, but are not as expensive as Gibson’s. In its 2009 annual report, Ibanez listed 

guitars as their biggest sales generator, followed by bass guitars and electronics.  

                                                        
http://www.ibanez.com/support/faq?id=7 

http://www.hoshinogakki.co.jp/hoshino_e/company/history.html 

http://www.mylespaul.com/forums/other-gu 

 

http://www.ibanez.com/support/faq?id=7


 

Current Goals and Objectives 

Based on their goals and objectives, it appears that Ibanez is remaining consistent 

and aren’t planning on many changes in their strategy. Their goal has always been to be a 

leading guitar company and to make high quality products for a reasonable price. They 

have added to this list the goal of an expanded market share. They don’t compromise on 

quality and most of this is due to their Prestige branded products that are made in Japan. 

Ibanez is prepared to move into the future as they always have with a well-respected 

name and product, while growing their market share.  

Current and Past Strategies 

Past 

In the past, Ibanez strategies revolved around entering a U.S market segment that 

remained untapped and gaining market share, as a brand new company. In the 1970’s 

guitar companies from the U.S dominated the industry and because they were for a large 

part unchallenged, their guitar quality was lacking, and prices were rising. As a result, 

Ibanez decided to stand out in this industry by creating guitars of superior quality, while 

remaining inexpensive, and were very similar in style to popular U.S guitars. Because 

their guitars lacked in originality, they chose a strategy of working “with jazz icon, 

George Benson, and Ibanez began to receive its due.”2
 

Current 

As previously mentioned, “By the mid-80´s with the interest in instrumental rock 

guitar on the rise, Ibanez collaborated with players such as Steve Vai, Joe Satriani and 

Paul Gilbert and brought out the JEM, JS, RG and S models. Today, present day versions 

such as these models still considered the standard in hard rock and instrumental rock 

guitars.” Most of Ibanez’s current strategies are similar to that in previous years. They 

have enjoyed maintaining their status as a high quality guitar company, and have proved 

                                                        
2 http://www.ibanez.com/support/faq?id=7 



to be very profitable over time. They are also in the bass industry and are one of the top 

selling bass companies in the world, and in some places are the top selling bass. “Today, 

Ibanez offers the huge number of 4, 5, and 6 basses in the Soundgear as well as the basses 

of the future, the luthite-bodied Ergodynes.”3 

Current Performance  

o Sales and Operating Revenue : $64 Million - $48 for guitars 

o Market Share : Total Revenues in industry - $969 Million divided by 

$48  = 5% of market 

o Market Share growth is expected to not change. Industry growth rates are 

projected at 2%  

o Net Income (Profitability) : $122,58 Million 

 

                                                        
3 http://www.ibanez.com/support/faq?id=7 
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Current Life Cycle Stage for the Product 

Ibanez is in the maturing segment of the product life cycle. These are the characteristics 

of the growth cycle that Ibanez show. 

 Increasing sales and growth: 

o The demand for guitars are projected to have a steady growth until 2017. 

Ibanez is also projected to have a slow yet steady growth in sales.  

 Increasing competition: 

o As the demand of guitars got higher, there has been an increase in 

competition. The main competitors are Gibson, Fender, Yamaha, Taylor, 

Takamine, Marshall, Epiphone, and other generic competitors. 

o Fender and Gibson has taken up half the market of their primary guitar 

products of hard rock and instrumental rock guitars. 

o Ibanez is one of these foreign competitors from Japan. Although they 

target the entry level or beginner guitars with the product line Ibanez GIO, 

the main demographic is the mid-pro level musicians. This market is still 

mainly dominated by domestic guitar manufacturers in the states. 

 Different Marketing Approach 

o Ibanez positions themselves in the pricing category to be higher than 

Fenders but lower than Gibson. 

o They don’t spend too much of their capital in marketing efforts. Instead, 

they focus on continuing to provide high quality products for high value. 

o Ibanez produces their own original head designs for their guitars and is 

known to be one of the most recognizable guitar brands in the world.  

o Instead of producing lower quality guitars like other foreign competitors, 

they decided to differentiate themselves by producing higher quality 

guitars but at a reasonable price.  

 



 Greater Consumer Awareness 

o Ibanez guitars has succeeded in securing highly sought-after musicians 

such as Steve Vai and George Benson used Ibanez guitars. 

o Ibanez produces what are seen to be the “standard” hard rock and 

instrumental rock guitar models such as the JEM, JS, RG and S. 

 

 Current lifecycle stage for the product, and 

o Currently, the guitar industry market has been steadily growing since 2012 

and is forecasted to grow at a moderate pace until 2017. 

o More competitors have started entering the industry, especially foreign 

competitors that introduce lower quality product.  

Current Branding Strategy 

 The current image of the Ibanez guitar from consumers is that it is it the mid to 

high end rock and instrumental rock guitars. Their guitars are seen to be quality guitars 

that are made at an affordable price for mid-pro musicians. They are seen to be also one 

of the most recognizable guitar brands in the world. In order to stay consistent with the 

image of “high quality guitars that presented at reasonable prices”, they don’t spend very 

much of their budget in their marketing department. Instead, they continue to focus on 

providing high quality guitars at reasonable prices. They have stayed consistent with this 

strategy since around 1970.  One difficulty that they are facing however is the increase in 

counterfeit Ibanez guitars. Consumers are purchase these guitars for what they believe to 

be a great price and find the product inconsistent with their brand reputation and 

unsatisfactory. This is a huge threat to their brand reputation but all the have seem to do 

is release a “Counterfeit Product Alert” on their website.4 

                                                        
4 https://thecounterfeitreport.com/product/172/Guitars.html 

 

https://thecounterfeitreport.com/product/172/Guitars.html


Industry Analysis 

Market Review 

Market’s Present Size 

The guitar industry includes 224 companies and a combined revenue of $969 

million. 

The “market share concentration within the Acoustic and Electric Guitar Manufacturing 

industry is moderate, with the top four companies accounting for an estimated 76.3% of 

industry revenue in 2012.” While Fender and Gibson dominate the U.S manufacturing 

landscape, Ibanez is one of the leading foreign manufacturers. 5 

 

Where the Market is Heading 

According to IBIS world, during the recession, the guitar industry took a hard hit. 

The 2008-2009 recession caused revenue to decline until 2012. The market is expected to 

steadily grow into 2017. 

 “The guitar manufacturing industry is expected to continue growing at a moderate pace. 

Revenue is expected to grow over this period to finally pass the pre-recession high. 

Revenue growth will be attributed to growing consumer incomes and a growth in export 

markets. The average industry profit margin is expected to stay roughly even over the 

forecast period after dropping from 6.9% of industry revenue in 2007 to 6.2% in 2012. 

Profit margins will stay level despite increasing revenue due to rising input prices and 

stiff price competition from foreign manufacturers.” 6 

Point in which market will reach full potential 

As mentioned previously, the market is expected to reach and surpass the pre-

recession levels by the end of 2017. However, full market potential is impossible to 

reach, because by definition, it means that all companies in the industry are operating at 

                                                        
5 http://www.ibisworld.com/industry/acoustic-electric-guitar-manufacturing.html  

   http://www.prweb.com/releases/2012/10/prweb9993248.htm 
6 http://www.ibisworld.com/industry/acoustic-electric-guitar-manufacturing.html. 

   http://www.prweb.com/releases/2012/10/prweb9993248.htm 

 

http://www.ibisworld.com/industry/acoustic-electric-guitar-manufacturing.html
http://www.prweb.com/releases/2012/10/prweb9993248.htm
http://www.ibisworld.com/industry/acoustic-electric-guitar-manufacturing.html
http://www.prweb.com/releases/2012/10/prweb9993248.htm


full potential. Ibanez is hoping to tap into a new market that would introduce new 

customers and a new market potential, as mentioned below in the customer review 

section.  

Five Forces 

Threat of new entrants 

The threat of new entrants for the guitar industry is relatively high. There is not a 

lot of fixed manufacturing costs or expensive materials. This is illustrated by the vast 

number of competitors in the industry. 

 

Buyer power 

Customer buying power is relatively high; the fact that there are many firms in the 

industry creates more price competition, and also guitars are a rather elastic good. It is up 

to the consumers to determine when and if they want to purchase. 

 

Supplier power 

Luckily enough for the guitar manufacturers, there is not a lot of supplier power. 

The industry has been around for hundreds of years, and the materials used are all basic, 

so if suppliers try to raise price companies can easily switch to another supplier.  

 

Threat of substitutes 

The threat of substitutes is very high. This is distinctly why we chose this product. 

In this age there are so many firms competing to fulfill the same customer desire of 

wanting to buy a guitar that are hundreds if not thousands of different choices a customer 

could make before purchasing. 

 

Competitive intensity 

Relating directly towards threat of entrants, it is clear that there is a strict 

competition that shapes the industry as a whole, whether from parts or price. Very few 

big brands are able to price themselves above the rest due to various reasons. With our 

rebranding of Ibanez we hope to create a sustainable competitive advantage as well.  

 



Importance of complements 

There are many complements to the guitar industry, so many in fact that entire 

businesses have evolved to accommodate the needs. Ranging from carrying equipment, 

to cords, strings, and even all the way to amplifiers; guitars rely heavily on complements.  

 

Which force is most important in this industry? 

The competitive intensity of the industry is the biggest factor in branding a guitar 

company. This is why we picked this product, specifically to cut above the lowest-price 

model and create a ‘sustainable competitive advantage’ as illustrated before. 

Competitive Review 

Brand competitors: Gibson, Fender, Yamaha 

Product competitors: Acoustic Guitars (Taylor, Takamine, Marshall, Epiphone) 

Generic competitors: Pearl Drums, Steinway and Sons (Piano) 

Total budget competitors: Xbox, iPad 

 

Gibson   

The Gibson brand is about style, class, award winning design and being the 

guitarist’s “dream product.” Their guitars are priced anywhere from $499 to $24,665 and 

are sold directly through mid to big retail dealers. Gibson is reluctant to sell through 

smaller retailers as they believe independent dealers tend to carry a lot of different brands 

and are constantly “cherry-picking which instruments to buy” (Marketing Week).   

 

Their marketing strategy does not include traditional media because “only 1 in 20 

people play the guitar” and therefore the rest of the audience will have little to no interest 

in the ad (Marketing Week). Instead, they do most of their promotions online as they have 

over 6.9 million likes on Facebook and 922,000 followers on Twitter.  To further increase 

brand awareness, Gibson partners with musicians including Les Paul, Larry Carlton and 

Slash to promote the artists’ new albums and provide them with instruments when on 

tour.  

 

 



Fender   

Compared to Gibson, Fender guitars are a lot more affordable ranging from $180 

to $15,000. Their most successful branch is the acoustic guitar as it is “less susceptible to 

changes in musical styles and trends” (Ad Age).  

Fender’s strategy is to appeal to all skill level guitarists. According to Rich 

McDonald, the Senior VP-Global Marketing for Fender, “the musical-instrument industry 

in North America doesn't grow that much, so it's always about the pursuit of new clients.” 

In partnership with Harmonix, Fender created a fully functional electric guitar for the 

Rock Band video game in hopes to convert virtual guitar players onto the real thing. 

Like Gibson, Fender has a very active online presence with over 1.7 million likes 

on Facebook and 283,000 followers on Twitter. Additionally, they utilize notable artists 

including Jimi Hendrix, Bruce Springsteen and Bob Dylan to promote their brand. 

One of the biggest competitors for new Fender guitars are consequently their 

older models. Many believe the present models’ quality are inferior to the Fenders of the 

1950s, 60s and even 70s (The New York Times).  

 

Yamaha 

“In 1970, nobody wanted a Yamaha musical instrument, but by 1980 they were 

beginning to dominate, along with many other Japanese companies...they were better 

made and a lot cheaper than U.S. manufacturing” (The New York Times).  

Unlike the other two competitors, Yamaha is an international company with a 

broad range of musical instruments including pianos, strings and drums. Their marketing 

strategy includes donating 100 new CS40II nylon string acoustic guitars to the Little Kids 

Rock non-profit organization to keep music programs alive in schools across the US 

(Yamaha).  

Their social media platform is much diversified with a separate account for each 

product category. As a result, they have a smaller reach with just 57,000 likes on their 

Yamaha Guitars Facebook page and 8,000 followers on its Yamaha Guitars US Twitter 

page. 7  

                                                        
7 http://www.marketingweek.co.uk/trends/gibson-provides-a-stage-for-rising-guitar-stars/4002184.article 

http://adage.com/article/cmo-strategy/guitars-fender-cmo-rich-mcdonald-spending-marketing/139548/ 

http://www.marketingweek.co.uk/trends/gibson-provides-a-stage-for-rising-guitar-stars/4002184.article
http://adage.com/article/cmo-strategy/guitars-fender-cmo-rich-mcdonald-spending-marketing/139548/


Competitive Market Type 

Ibanez and its competitors in the guitar industry compete in a market of 

monopolistic competition. “In monopolistic competition, an industry contains many 

competing firms, each of which has a similar but at least slightly different product. 

Production costs are above what could be achieved if all the firms sold identical products, 

but consumers benefit from the variety.” 8 

 

 Monopolistic competition is also marked by the different companies having 

similar but varied products. Guitars are all the same musical instrument, but can greatly 

vary. They differ in many ways including the type, such as acoustic and electric, quality, 

and materials they are made of. Also, because there are many guitar brands such as 

Ibanez, Fender, Yamaha, Gibson and Epiphone, they compete in monopolistic 

competition, due to being in an industry with many brands, and focus on different types 

of guitars. 

 

Customer Review 

It’s important to note that with the rebranding of the Ibanez guitar brand we are 

not looking to target a specific niche of people but open up to a larger segment of 

musicians. This is because the guitar music market is a mature market and all main 

segments have already been reached, with Ibanez being one of the market leaders, 

expanding the guitar market to broader segments should prove to be successful. With the 

focus of creating the brand to be trendy, and even to say as much as an accessory or 

fashion symbol, it is not a specific customer segment we plan to focus on. However here 

are some PRIZM provided segments that may be attractive and will provide a solid base 

for the newly branded Ibanez. 

                                                        
http://www.nytimes.com/2012/09/30/business/fender-aims-to-stay-plugged-in-amid-changing-music-
trends.html?pagewanted=3&_r=0 

http://usa.yamaha.com/news_events/guitars_basses/yamaha_guitars_donates_100_guitars/ 

 
8 (http://www.dummies.com/how-to/content/eyeing-the-four-basic-market-structures.html) 

http://www.nytimes.com/2012/09/30/business/fender-aims-to-stay-plugged-in-amid-changing-music-trends.html?pagewanted=3&_r=0
http://www.nytimes.com/2012/09/30/business/fender-aims-to-stay-plugged-in-amid-changing-music-trends.html?pagewanted=3&_r=0
http://usa.yamaha.com/news_events/guitars_basses/yamaha_guitars_donates_100_guitars/
http://www.dummies.com/how-to/content/eyeing-the-four-basic-market-structures.html


Existing and Potential Buyers 

Ibanez’s current target market can be classified by Nielsen’s PRIZM segmentation 

system as the 16 Bohemian Mix. 

 

16 Bohemian Mix:  

“A collection of young, mobile urbanites, this 

segment represents the nation's most liberal lifestyles. 

Its residents are a progressive mix of young singles and 

couples, students and professionals, Hispanics, Asians, 

African-Americans and Caucasians. Affluent, highly 

educated and ethnically mixed, communities are 

typically filled with trendy apartments and condos in 

their funky row houses and apartments, and they are the 

early adopters who are quick to check out the latest movie, nightclub, laptop and 

microbrew.”9 

The Size of the Existing and Potential Market 

This is another tricky question to answer specifically because with the rebranding 

we hope to reach out to a larger target market than just those who already play guitar. 

However, with that in mind the current number of guitar players in the US is 20 million. 

We can hope to target mainly those already in the music industry, adopting those into the 

Ibanez brand, using that logic we have a $20 Billion dollar market open to us. 10 

 

 

 
 

 

                                                        
9   http://www.claritas.com/MyBestSegments/Default.jsp 
10 http://media.corporate-ir.net/media_files/irol/10/105057/gtrc_wblair_presentation_604.pdf 

http://media.corporate-ir.net/media_files/irol/10/105057/gtrc_wblair_presentation_604.pdf


Important Figures When Considering Market Size 

It is estimated that there are 20 million guitar players in the U.S. and 50 million 

worldwide.11 

 

 A survey by CARAVAN found that 43% of adults could play an instrument and 

13% could play the guitar. Younger adults, ages 18 to 34, were more likely to know how 

to play an instrument than older adults (51%). Males are more likely than females to 

player the guitar (17% vs. 9%). 69% of people would like to learn to play an 

instrument.  29% would like to learn how to play the guitar. Males and adults under 55 

years are more likely to want to learn to play the guitar - 35%.12 

 

Knowing the above information gives us some insight into either a current 20 

million current guitar players or the choice to target any adult that could potentially play 

an instrument: (43% x 310 population= 133 million people) with the other ‘would like to 

play’ (69% x 177million= 122 million people) candidates could be targeted as well.  

 

The purchase decision process 

The main factors that affect sales are hardware, price, sound, feel and brand. Each 

of these factors are important based on the customers’ ability level. More experienced 

users care most about sound and feel, and hardware.  Whereas, newbies care mostly 

about price and potentially brand.13 

 

What the customers expect is included in the purchase 

In most electric and acoustic guitar sales, usually all that is expected is the guitar 

with strings attached. Potential package deals (usually beginner sets) include a strap, 

cord, pick and amplifier.  

 

                                                        
11 http://www.pcgazette.com/countyfare/2000/may00/guitar5-26.htm 
12http://66.249.93.104/search?q=cache:diljk8hL8QIJ:opinionresearch.com/us/omnibus/newsletter/SaraySpr

ing_2000.pdf+respondents+guitar+piano+%22most+popular%22+play&hl=nl&ct=clnk&cd=4 
13 http://smallbusiness.chron.com/factors-affect-guitar-sales-16577.htm 

http://www.pcgazette.com/countyfare/2000/may00/guitar5-26.htm
http://66.249.93.104/search?q=cache:diljk8hL8QIJ:opinionresearch.com/us/omnibus/newsletter/SaraySpring_2000.pdf+respondents+guitar+piano+%22most+popular%22+play&hl=nl&ct=clnk&cd=4
http://66.249.93.104/search?q=cache:diljk8hL8QIJ:opinionresearch.com/us/omnibus/newsletter/SaraySpring_2000.pdf+respondents+guitar+piano+%22most+popular%22+play&hl=nl&ct=clnk&cd=4
http://smallbusiness.chron.com/factors-affect-guitar-sales-16577.htm


Macroenvironmental Review 

Legal and regulatory 

 

Lacey Act: It is unlawful to import, export, sell, acquire, or purchase fish, wildlife, or 

plants that are taken, possessed, transported, or sold:  

o In 2008, Lacey Act was amended to include illegally logged woods for 

import. 

o Armed Federal Agents raided Gibson Guitar’s Nashville and Memphis 

factories and seized company assets containing ebony wood.14 

 

Economic 

 Acoustic and Electric Guitar Manufacturing suffered an average of 4.9% decline 

in revenue from 2007-2012. There has a rebound in the industry and it is 

forecasted that the industry will experience continuous growth at a moderate pace 

till 2017 (roughly 4.9%). 

 Foreign manufacturers in this industry, especially Mexico and China, undercut the 

prices of domestic manufacturers in the low-to-mid quality guitars. 

 Domestic manufacturers in this industry hold a competitive advantage for high-

end guitars. 

o High-end guitars are the primary exports of this industry. Exports 

primarily goes to Mexico, Canada, and Europe. 

 Falling value of the dollar from 2007-2012 has made domestically manufactured 

guitars more accessible to foreign customers. This has aided in the rise of exports 

in this industry. 

 Profit margins in this industry are forecasted to stay roughly even at 6.2%-6.9% 

due to stiff competition from foreign competitors.15 

 

 

                                                        
14 http://www.justice.gov/opa/pr/2012/August/12-enrd-976.html 

 
15 http://www.prweb.com/releases/2012/10/prweb9993248.htm 

http://www.justice.gov/opa/pr/2012/August/12-enrd-976.html
http://www.prweb.com/releases/2012/10/prweb9993248.htm


Social and cultural 

 Electronic Dance Music (EDM) has become the latest music trend. Whether its on 

the Top 40 charts or background music at stores and restaurants, EDM is heard 

playing everywhere. 16 

 Electronic Dance Music 

o According to International Music Summer (IMS) Consumer Report 2012, 

the EDM music industry is the fastest growing mainstream genre in the 

US.17 

o EDM market grew to be $15-20 billion industry. In 2012, it showed a 

growth in revenue of 9.8% 

o Concerts and festival attendance of other genres declined by 8.3% in past 

three years. 

o Per Last.fm shows EDM listeners from 2012-2013 increased by 190% 

(from 92,000-266,000).18 

 

Environmental  

 Prized wood for high quality guitars are facing fast decline or near extinction. 

 MusicWood Coalition: Gibson, Fender, Martin and Taylor was brought together 

by Greenpeace to work proactively to create a sustainable resource for wood.19 

 

Technological 

 Computer enhanced audio editing.  

o Audio editing has become more and more accessible and easier to learn. 20 

 

                                                        
16 http://www.forbes.com/sites/bobbyowsinski/2013/10/08/the-demise-of-the-electric-guitar-in-music/ 
17 http://www.thembj.org/2012/10/the-rise-of-edm/ 
18 http://whiteraverrafting.com/edm-festival-attendance-market-size/2013/09/17/ 
19 http://www.premierguitar.com/articles/going-green-the-guitar-industry-plans-for-the-future-1 
20 http://voices.yahoo.com/technological-advances-music-electric-guitar-and-3281634.html 

 

http://www.forbes.com/sites/bobbyowsinski/2013/10/08/the-demise-of-the-electric-guitar-in-music/
http://www.thembj.org/2012/10/the-rise-of-edm/
http://whiteraverrafting.com/edm-festival-attendance-market-size/2013/09/17/
http://www.premierguitar.com/articles/going-green-the-guitar-industry-plans-for-the-future-1
http://voices.yahoo.com/technological-advances-music-electric-guitar-and-3281634.html


3 Circle Targeting 

Targeted Customer Segment  

Indirect Segmentation (Targeted Segment) 

 Male (50% of market share) - Segment chosen for this exercise  

o Age: 14-24 

o Beginner 

o Wannabe musicians 

o Low/No Income 

 Parents with kids (10% of market share) 

o Seeking gifts 

o Income: $60k+ 

 Professional musicians (40% of market share) 

o Under $75k 

o Age: 35+ 

 

While we found this segmentation to be useful for the current business model Ibanez 

has, we wanted to focus our new segmentation to better reflect the key benefits sought 

after by different groups. Therefore, the main segment chosen is the Intermediate to 

professional level players of guitars. The key point of this segment is the larger income 

bracket and/or the irrelevance of cost to the player. Providing insights such as a durable, 

crafted guitar is is expected and that they are more focused on the extension of 

themselves or the social status received from purchase.  

 Intermediate to Professional level players 

o Larger income / Income irrelevant to purchase intent 

 Quality of higher priced guitars is assumed, seeking status  

o Aged all across the market, but most likely aged 30+ 



 

Key Competitor 

The key competitor we chose for Ibanez is Fender. They produce similar quality guitars 

and instruments for a similar price. 

 

Define the context 

Our goal is to figure out how Ibanez can increase the market share of mid to advanced 

guitar players by providing more resonating value than Fender. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



Customer Perspective 

 

 

 

Core Customer Considerations: Benefits Sought & its (Features) 

 The ability to learn and play music  

o Ease of use 

o Affordability 

o Durability 

 Social Status  

o Physical Appearance 

o Celeb endorsers 

o Brand reputation 



 Great Quality/Sound  

o Handcrafted 

o Best materials 

o Long Lasting 

 

 

 

Factors New Musicians Consider General Ibanez Fender 

Durability and potential length of use  9 8 9 

Sound Quality 7 8 9 

Reasonable price point that customers are willing to pay 10 8 8 

Appealing physical appearance of the guitar 5 8 7 

Strong brand reputation, including celebrity endorsement 

of the brand 

7 9 9 

Ease of Use 8 7 9 

Total Scores:  

 

48/60 51/60 

 

 

 

 

 

 



Establish Firm Perspective 

Our goal is to figure out how Ibanez can increase market share of younger 

beginners by providing more resonating value than Fender. 

Ibanez key offerings 

 1)  Celebrity Endorsement 

 2)  Handcrafted products 

 3)  Extremely high quality materials 

 4)  Strong brand reputation 

 5)  Complementary parts (amps etc.) 

 6)  Patented neck design 

 

Fender Key offerings 

 1)  Strong Brand Reputation 

 2)  Affordable  

 3)  Used by many rock stars 

 4)  Available in any and every music store 

 5)  Very popular design for products like ‘Stratocaster’  

 6)  Huge variety of instruments 

 7)  Ease of use 

 8)  Steel strings 

 



3Circle Map 

 

 

 

Opportunity for Growth 

Ibanez will feature a new line called Kasutamu (meaning: custom in Japanese). 

Guitar enthusiasts will be able to fully customize every single part of their guitar to truly 

call it their own. Currently, the only competition in the custom guitar segment are small 

local shops with limited capacity. The advantage of being a subsequent mover for Ibanez 

is they can avoid the same mistakes that the first movers have made. Additionally, by 



possessing more resources including larger manufacturing and distribution centers, they 

can quickly catch up to the competition. 

 

Features That Can Be Eliminated 

A feature that the Ibanez brand has the opportunity to eliminate would be 

nonstandard guitars. Examples are Banjos, Mandolins, and even or other instruments that 

can’t establish credibility. Ibanez is mainly known to be the standard rock instrument 

such as electric guitars and basses. Eliminating non-rock instruments will bring the 

following benefits: 

 Reduce cost to be able to stay consistent with the strategy of quality instruments 

for economical prices. 

 Reduce brand inconsistency. 

 Less instruments to be “counterfeited”  

 Increase of differentiation. 

 

Competitors like Taylor Guitars and Yamaha are already focusing on creating 

differentiated acoustic guitars. Ibanez’s main competitor Fender, already provides very 

similar values as Ibanez. Providing stringed instruments outside Ibanez’s brand image of 

rock instruments cost them not only the capital, but also the opportunity cost. Ibanez 

could better utilize their capital, time, and effort to further differentiate the Ibanez brand 

from other guitar companies and staying ahead of Fender in the rock instruments and 

guitars.  

 

Features That Should Be Better Promoted Identified 

 Ibanez should deeply focus on their “rock music” instruments and better promote 

them. Because Ibanez is known to be the standard rock instrument they should focus on 

and promote their electric guitars and basses even more. By doing this they will be 

differentiated from their competition that offers a wide range of musical instruments, 

specifically guitars. They will also have an intensified brand consistency, simplified 

supply chain and cost structure.  



Ibanez should also focus on and better promote the appearance of their guitars. Cutting 

down their product offerings to rock specific products, will allow Ibanez to pay more 

attention to the details and appearance of their guitars. Also, having a much smaller 

product line could allow Ibanez to start customizing their guitars to fit their customer’s 

exact needs and desires in the appearance of their guitars. They could better promote the 

feature of appearance if they initiated a custom line, along with focusing on a smaller 

product line. 

 

 

POD from Competitor: Fender 

Ibanez’s point of difference from Fender is design and quality of the guitars. 

Ibanez produces rock guitars with patented head designs and a slick neck designs that are 

hard to imitate. Ibanez has the reputation of having the strictest manufacturing 

regulations in the world which allows them to produce such high quality guitars.  

 

Core Competencies and Competitive 

Advantage 

Core Competencies 

Ibanez has two main core competencies. These core competencies have to fall under three 

guidelines:  

1. It is not easy for competitors to imitate. 

2. It can be reused widely for many products and markets. 

3. It must contribute to the end consumer's experienced benefits and the 

value of the product or service to its customers. 

 

 



Design of the neck 

“Alongside the JEM neck, the Wizard has long been recognized as the ultimate 

high-performance guitar neck and a critical part of why Ibanez Prestige guitars are so 

widely acclaimed.” The design of the necks of Ibanez guitars emerged in the 80’s when 

metal rock was popular. Still to this day, the necks of Ibanez guitars are critically 

acclaimed due to the fact they are not easy to imitate, are widely used on their products, 

and provide consumers with great value and benefits in their guitar playing.  

Impeccable quality of product 

Ibanez, a Japanese owned company, is marked by “years of self-discipline and a 

deep personal pride in zero-tolerance hand craftsmanship that earned Japan a reputation 

for having the highest manufacturing standards in the world. Japan’s manufacturing was 

the envy of every modern mechanized nation—and now, Ibanez has been capitalizing on 

this advantage, building instruments that literally defy limitation. Today, those rigid 

standards still apply and the impeccable qualities derived from following them are a 

hallmark of the Ibanez brand.” Just like Toyota, an extremely efficient and high quality 

auto manufacturer, Ibanez has consistently been the most efficient guitar manufacturer 

with a history of extremely high quality products. Their process is difficult to imitate due 

to a learning and experience curve, is used for all their products, and provide consumers 

with satisfaction of a quality product. 21 

Competitive Advantage 

Based on our assumptions, we combined variable costs and operating expenses 

and subtracted that from sales revenue to figure out the contribution margin. Of the three 

companies identified, Ibanez had the smallest contribution margin and therefore do not 

have a cost advantage. 

Since most of the guitar companies are private, there are very few annual reports 

available on the web. The only one we could find is from 2009. Because the strategy 

                                                        
21  http://www.ibanez.co.jp/usa/news/f_products/2014/prestige/how.html 

http://www.ibanez.co.jp/usa/news/f_products/2014/prestige/how.html


stays consistent with the different entities, the ratio trend will carry throughout the 

present year.  

 Calculation for contribution margins: 

o For Ibanez = 2009 

 Sales rev    57,203,000 

 COGS    (44,029,000)  

 SGA    (13,052,000)  

 Contribution Margin =      122,000   

 .00213 → .21% contribution margin to sales 

o For Fendor 2009  

 Sales    612,521,000 

 COGS               (420,919,000) 

 SGA    (134,715,000) 

 Contribution Margin=    56,887,000 

 .09287 → 9.29% contribution margin to sales 

o For Yamaha 2009 

 Sales     4,675,598,000 

 COGS     (2,956,134,000) 

 SG&A                (1,578,510,000) 

 Contribution Margin    140,945,000 

 .03015 → 3.01% contribution margin to sales22 

                                                        
22 http://www.sec.gov/Archives/edgar/data/767959/000119312512101896/d293340ds1.htm 

    http://www.yamaha.com/about_yamaha/ir/publications/pdf-data/2009/ann/an-2009e.pdf 

http://www.sec.gov/Archives/edgar/data/767959/000119312512101896/d293340ds1.htm
http://www.yamaha.com/about_yamaha/ir/publications/pdf-data/2009/ann/an-2009e.pdf


Differentiation Advantages 

In general, the guitar industry is incredibly competitive and quick to imitate. 

Whenever one innovation occurs, all other companies are quick to jump on it. However, 

we were able to identify some key points of differentiation between Ibanez and its 

competitors.  

1) The first of which is their cost-advantage. By producing premium guitars at lower 

costs than Gibson and pricing higher than Fender, Ibanez has put themselves in the 

market for more intermediate to advanced musicians. If this is attempted to be imitated 

by other brands, they would first need to be able to produce the guitars at the low costs 

that Ibanez does. 

2) Their second point of differentiation is the patented head design. The head design (top 

part of the guitar) combined with the difficult to reproduce neck has separated Ibanez 

from the competition. They have very recognizable guitars which creates a strong brand 

presence as well.  

While both of these points of differentiation are key to Ibanez’s success, it is clear 

that neither of them provide a sustainable competitive advantage. The design of the 

guitars will eventually be imitated, and the cost-advantage only provides a larger margin 

to the company, neither of these really focus on an emotional benefit towards the 

customer.  

With our repositioning of Ibanez we hope to provide a sustainable competitive 

advantage by developing guitars that strike a key emotional benefit to consumers. By 

being the first brand to try this, we will win over a large segment of early adopters and 

innovators by appealing to their desire to be innovative. 

Communication Strategy 

Marketing Goals and Objectives 
In the repositioning of Ibanez we plan to hit a variety of different goals, some of 

which will act as catalysts to other sub-goals and objectives. The goals we plan to hit are: 

1). Increase market share of intermediate and professional players  



Performance objectives to complete: Increase awareness to 85% and have 10% 

profit shift from beginner level sales to upper level sales. (Appendix 1) 

-Using awareness and market share as a KPI will let Ibanez have analytical 

evidence on whether or not upper level players are purchasing Ibanez more. 

2).        Be seen as a symbol of an elite ‘social status’ in minds of all players 

Performance objectives to complete: Increase professional player base and 

celebrity player base. 

-By getting professionals in the field as well as well-known celebrities to play 

custom Ibanez’s the average player will be more inclined to see Ibanez as a 

premium, elite brand. 

 

Segmentation 
 

Ibanez has three primary segments as well as one primary non-user segment. 

 

Beginner Musicians: Musicians that are just starting to learn how to play. They are 

looking for affordable guitars to last them a few years before they move onto a high 

quality guitar they hope to stay with for a much longer amount of time.  

Value Proposition: Ibanez provide quality guitars at a reasonable price that meet 

these musicians’ needs. Ibanez guitars are seen as the standard rock guitars. Not 

only will the guitar be a great guitar to start learning on, the Ibanez brand 

reputation will help these beginner musicians gain approval and acceptance from 

their fellow musician peers.   

 

Intermediate Casual Musicians: Casual musicians who have been playing the guitar as 

a hobby for a long period of time. These musicians are looking for high quality guitars at 

an affordable price that they can enjoy playing for years and years.  

Value Proposition: Ibanez produce this segment with high quality guitars that are 

durable and produces great sound quality for a reasonable price. Although they 

may spend a large amount of their disposable income on our guitars every several 

years, they will satisfy their want of great sound quality without having to spend 



more than they are able on our guitars. Even if they do not have a large amount of 

disposable income, our guitars are priced so that almost any working individual 

can save up for one of our high quality guitars.  

 

Intermediate and Professional Musicians: These musicians play their guitars as a part 

time job if not a full time job. These musicians are looking for not only very high quality 

guitars, but also guitars that represents them on stage 

Value Proposition: For this segment, we provide high quality guitars and a more 

reasonable price than our competitors. On the other hand, we do not provide the 

highest quality guitars such as Gibson or Les Paul. Our guitars allow these 

musicians to proudly stand on stage with a reliable and great sounding guitar with 

our uniquely designed guitar heads that lets the crowd know that they rocking out 

on an Ibanez guitar.    

 

Consumers that buy guitars as gifts: It is common for parents, relatives, and friends to 

buy guitars as presents. Most often, the guitars bought as gifts are lower end guitars 

within the $100-$500 price range. It is rare for people to buy high end guitars that cost 

more than $500 as gifts. 

Value Proposition:  For this segment, Ibanez provides quality economic guitars 

for the beginner level segments. Ibanez guitars has the reputation as the standard 

rock guitar making it hard to go wrong buying an Ibanez guitar as a gift.   

 

Targeting 
Ibanez should target the intermediate and professional level guitarists. Ibanez has 

already acquired a large market share in the intermediate and professional segments. 

Their guitars are already seen as high quality rock guitars and are not widely known for 

the lower end of the guitar market. Furthermore, the lower end or beginner level market 

for guitars is already very saturated. The guitar company, First Act, has succeeded in 

claiming roughly 90% of the market. The casual players also do not show great 

opportunity for profit growth. The casual players are willing to spend a considerable 

amount on a high quality guitar, but they don’t buy the most premium guitars like the 



Ibanez Prestige guitars. If they do end up spending a great amount purchasing a premium 

guitar, it is very unlikely for them to buy another high end guitar again. 

The intermediate and professional guitarists is the market segment that are willing 

to spend the most amount of money on their guitars. They play their guitars on average 5-

7 days a week which results in an accelerated rate of wear and tear on their guitars. This 

is the segment that also view guitars as a part of their extended self. They give their 

guitars personalities like how people do for their cars. It is the market with the largest 

profit potential as well as the segment that gives Ibanez the largest opportunity to break 

away from their competitors as a commodity. 

 

Positioning Strategy 
 

The positioning we decided to focus on is that of the intermediate & professional 

segments. By establishing Ibanez as an elite class of customized rock guitars consumers 

will pay premiums and be willing to pay far more for their guitars. This new positioning 

is as follows: 

“Ibanez is the rock guitar that provides intermediate and professional players alike the 

social status they desire because of the huge variety to customize each guitar and have 

each guitar be a unique experience.” 

 In positioning each guitar as a unique piece of equipment we hope to establish a 

sense of high-class, premium instrument in the mind of all consumers. By shifting this 

specific product line of guitars, experienced players will place Ibanez at the top of their 

consideration set. 

Marketing Implementation 
 

Ibanez Kasutamu will have to remain consistent with the existing Ibanez website 

and distribution channels, and a majority of their marketing functions and strategies will 

look very similar, since the Ibanez Kasutamu is a new product line. The product line 

name “Ibanez Kasutamu” will also allow for another piece of brand story that can be 

added to their already interesting “About us” section on their website. Ibanez has a strong 

brand, so building upon their already existing brand image will be important. 



Since Ibanez is distributed at the world’s largest musical instruments retailer, 

Guitar Center, and directly online, distribution will remain the same. In the United States, 

there are 315 Guitar Center locations, so this allows a large distribution channel for 

Ibanez Kasutamu that is pre-existing. Remaining in the same distribution channel will 

benefit Ibanez with reduced costs, a physical store front, and allows for control over 

customer service quality.  

The communication goal for Ibanez Kasutamu is to increase awareness by 85% of 

the new product line. This will be achieved through utilization of social media, 

advertisements and 10% of revenue will be used on promoting this new product line. 

Their previous year’s sales and operating revenue was about $64 million so they will 

have a budget of about $6.4 million to work with in promoting the new product line. This 

may seem like a small budget compared to other large and well established companies, 

however, most guitar companies do not have large marketing expenditures, and this 10% 

revenue allowance is above the norm and will allow Ibanez to gain necessary exposure 

for the product launch to be successful.  

 Ibanez will employ a brand-information communication strategy to gain 

awareness, interest, buzz and excitement for their new product launch, and brand-action 

communications included once the product line is launched. To ramp up the excitement 

of the new product line, Ibanez will try to keep an air of mystery to peek people’s interest 

and show previews of the product line for three months leading up to the product launch. 

They will talk to existing music artists that endorse the brand about exciting their fans 

about the new product launch. Ibanez will create very short and cost effective YouTube 

videos that give audiences a sneak peek into the new line. They will also show these 

YouTube videos at EDM concerts and summer concert festivals that involve rock music, 

and utilize their social media outlets to show teasers and gain buzz.  

 After the three months of July, August and September, creating buzz around the 

new line, the Ibanez Kasutamu product launch will occur on October 1st, 2014. This will 

allow plenty of time for people to gain interest in the product launch, and will let 

customers have sufficient time to order a completely customized Ibanez Kasutamu in 

time for the holiday season.  Product launches will occur at Guitar Centers in major cities 

across the United States, including but not exclusive to, Los Angeles, Seattle, New York, 



Nashville and New Orleans. At these events, we suggest that famous artists are present at 

these selected Guitar Centers to “tattoo” people’s new Ibanez guitars as a preview for 

what an Ibanez Kasutamu could look like. Also, on October 1st, the Ibanez Kasutamu 

line will be revealed on their website, with a new product line section where you can 

order and purchase Ibanez Kasutamus. The new website will also be made available at 

the Guitar Center locations that have launch parties, so that customers can see the added 

section for the Ibanez Kasutamu line.  

 Once the product launch occurs, advertising will be put in place to further 

advertise the Ibanez Kasutamu. Ads will be placed in magazines, Facebook, Instagram, in 

Guitar Center stores, and on Pandora. Based on Mediamarks results, adults who play 

musical instruments at least once a week are heavy internet users, moderate magazine and 

newspaper readers and light TV viewers. These findings suggest that our placement of 

ads will be effective due to musical instrument player’s entertainment and buyer 

behavior. According to Mediamark, adults 18 and older, who play musical instruments at 

least once a week, are 86% more likely to read Rolling Stone (Appendix 2). The other 

guitar magazines are chosen based on the amount of Facebook likes, which results in ads 

being placed in Guitar World and Guitar Player (Appendix 3).   

 Social media outlets will be utilized not only for advertising, but maintaining 

social care, and interest with customers. Ibanez has a strong presence on Facebook, 

Twitter and Instagram with 672,000, 99,000, and 11,000 followers respectively. 

Facebook will be used for advertising and promoting artists using Ibanez Kasutamu. As a 

social platform, it will also be utilized as a conversation center for customers to share 

their experiences, good and bad, with Ibanez Kasutamu, and will allow Ibanez to interact 

on a more personal level with their customers. Instagram will be used for sponsored posts 

and creative content. Sponsored posts will be created to show videos and pictures of 

professional music artists and amateurs alike playing their Ibanez Kasutamus. Also, it 

will be used to post pictures of favorite Ibanez Kasutamus created and concerts and 

events that are involved with artists using Ibanez Kasutamu. Twitter will act as the social 

care and customer engagement center for Ibanez Kasutamu. Ibanez will also use Twitter 

to tweet about rock artists that are using Ibanez Kasutamus, and potentially to promote 

upcoming concert tours of artists that use the brand. All of Ibanez’s social media will be 



integrated aside from their individual functions that they serve, with the color, design, 

and content that is used. 

 Three other forms of advertisement will be used before and after the product 

launch, including in-store signage in Guitar Centers, promotion at concerts, and ads on 

Pandora.com. Banner ads with information about the new Ibanez Kasutamu product line 

will be set up in all 315 Guitar Centers. Also, 15 second ads will be placed on Pandora to 

reach people who enjoy rock music, and hopefully already play guitar or aspire to learn 

how. Ibanez could potentially give music artists free Ibanez Kasutamus and have a clause 

with the artists that they have to announce in some form their use of the brand. Also 

sponsoring concerts including Coachella, Bonnaroo and Lollapalooza could be a good 

way of gaining brand recognition for the new product line.  

 

Activity Timeline 

 

The table above lists the activities that will be implemented, the departments 

responsible and the approximate completion timeframes. We want to have these 

activities secured, finalized and ready to roll out before the Kasutamu line launches 



on October 1st, 2014. It is crucial to stay on track as any setbacks may hinder the 

holiday sales and brand reputation. 

 

 

 

  

 

 

 



With a $6.4 million budget, 40% will go to Events, 30% to Digital, 20% to Print 

and 10% to In-Store.  

Events: One of the objectives for the Kasutamu line is to be seen as a symbol of an elite 

‘social status.’ We will spend $1.5 million on acquiring highly influential musicians and 

celebrities and use their status to impact the average player’s perception of the brand.  

 

 

Digital: Since a significant portion of our target market are on social media and music 

related sites, Ibanez will spend 30% of the budget on Facebook, Instagram and Pandora 

ads.   

Print: A source that intermediate and professional guitar players go to keep up with the 

latest trends and news in the industry are print and/or digital magazines. We will allocate 

20% of our budget towards full page color print ads (Appendix 4).  

In-Store: Since the Kasutamu line will only be sold in one brick and mortar company, 

we will lure store visitors to the Ibanez section with visualizing and stunning banner ads. 

This will cost 10% of our remaining budget. 

Evaluation and Control 
Process Controls: 

In the end, the salespeople at Guitar Center will be the last point of contact for the 

potential customer. Therefore, Ibanez has to make sure to carefully communicate the 

expectations and value of the Kasutamu line to the regional managers of Guitar Center 

and train their staff properly. 

 

Output Controls: 

Consumer research will be conducted to assess the positioning of Ibanez in the 

consumers’ mind. Participants will be shown products and advertisements and will be 

asked for their opinions. Ibanez will then take those results and make changes to its 

marketing strategy accordingly.  

 

Informal Controls: 

For the Ibanez Kasutamu line to be successful, there needs to be a strong commitment to 



the product, whether it is from management, employees, salespeople or endorsers. 

Regardless of the quality of the material and artwork on the Kasutamu guitars, the value 

will not resonate with the consumers if the parties involved in the product process are not 

enthusiastic about the product. To solve this problem, incentives and recognition will be 

rewarded to those who performed at an optimal level for an extended period.  
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Appendix 2 

 

 

Adults who play musical instruments once a week are 86% more likely to read 

Rolling Stone. 
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