Prof. Klinger
Business Administration

Klinger note: This does a good job of breaking down a market into segments.  The paper is structured well.  As always, I would like to see some data behind this.  How many people are there in the segments?  How big is the cereal market?  What is Cheerios’ market share?  Etc.  Of course you will need to do 2 product lines.
Homework 4 – Market Segmentation
November 20, 2009
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Name

Cheerios

We decided to use Cheerios as one of the products to segment and market. We looked at each flavor and decided who would be most likely to eat it, then we noted who would be buying the cereal, and finally we figured out how we would advertise each item. We decided to use demographic segmentation, due to the extensive consumption of Cheerios throughout the Country.
Market Research

In order to figure out where people are buying the most types of cereal over and over again, we came of with a way of tracking them without their knowing. By offering a discount on their choice of Cheerios if they brought back their empty cardboard box, we can see how many people are repeat customers. We can also see if people are sticking to a certain cereal of if they are changing cereals. We would give them the option to choose which cereal they get a discount for, that way we see which cereals they choose the most and how frequently its chosen. A secondary idea is to have people send in their favorite Cheerios recipes and explain why they like Cheerios in order for them to have a chance to win a prize. They would be giving us ideas for recipes, as well as giving feed back to the company.
Segmentation
All current cereals are for those with incomes of approximately $30,000 a year or more. In order to have some people pay more different prizes could be offered inside, collector boxes or tins can be available, or they can just be offered differently in different stores. In order for people to pay less for the cereals, we can offer coupons to organizations like WIC, which offers food stamps to those who fall under a certain income. 
Segment: 20 to 40 year old parents with children between the ages of 2 and 8 
Marketing Mix
Product

Original Cheerios-Original toasted whole grain oat cereal.

Honey Nut-Original with a touch of honey.

Fruity- Fruit flavors, without the extra sugar.
Pricing Strategy

The majority of Cereals today are priced in the $3 - $4 region.  The Fruity, Honey Nut, and Original would be priced closer to the $3.00 mark. That way, parents who are just starting off will not go to the store brand cereal due to the overpriced price point.

Distribution Strategy

By using different research methods, we would figure out where the cereal is most desired and how much should be given to the stores. Cheerios can be found in almost every, if not every, supermarket across the country. Every store will get some boxes, the only issue is figuring out how many should go to which store.  The majority of boxes sent to the stores would be the original Cheerios. Not everyone may like the new flavors, but the original are always a hit. Honey Nut would be a close second and not as many of the Fruity boxes would be sent. 

Promotional Strategy
In order to attract parents to these cereals, we would have commercials involving parents and children. Consumers viewing a happy mom or dad giving their child Cheerios would show them that Cheerios could make their lives better. Everyone wants to have a happy family. The only cereal box that would possibly be changed to entice customers to buy it would be the Fruity flavor. That cereal is almost solely for children, so it should be marketed as such. The Original, and Honey Nut also fall into the other segments, thus, creating specific boxes would only segregate consumers and may leave people feeling uncomfortable with buying that cereal.


In order to entice customers further, we would hold different promotions such as “Buy One Get One Free”, or have coupons on the box. Another idea was, was that if a person were to bring their box back to the store in order for it to be recycled; they would get a coupon for an amount off their next purchase of the Cheerios of their choice. 

These cereals would be advertised in a variety of ways. On television, commercials would be shown on family based channels that parents tend to watch with their children. Channels such as Fox Family and ABC Family are a perfect location to air the commercials. We could also place ads in different parenting magazines. Since some parents are new at raising children, viewing cheerios in a parenting magazine shows that Cheerios are a good children’s snack. Magazines like Family Circle and Highlights would be good examples.

Segment: 30-45 with children aged 9-16
Marketing Mix

Product 

Frosted- Cheerios with a frosted sugar coating

Apple cinnamon- Slightly healthier with a great apple taste 

Yogurt Burst- A sweet alternative to the Frosted flavor

Pricing Strategy

The prices of these would be a little more expensive than the plainer cereals due to the fact that more things are added to these. The price of these would be in the mid $3.00 range. At this age, parents are beginning to make a little more money and do not worry about spending a little extra on cereal. If they find the price too high, there are not many generic alternatives to these cereals.

Distribution Strategy

Being that these cereals are somewhat new and not as popular, fewer boxes would be sent to the stores. Depending on sales, more or less would be sent in the future. When first premiering Cereals, boxes should be flying off the shelves but there shouldn’t be an over abundance. 
Promotional Strategy

In order to get the children to ask their parents for Cheerios, we need to give the children what they want. There is nothing children of that age want more than Hannah Montana or The Jonas Brothers.  Featuring them on the commercials and even on the box would have children clambering over Cheerios.

The promotional strategies would be the same for the “20-40 year old parents” but we would now offer different prizes inside. For example, a Hannah Montana head set, or Jonas Brothers collector card. 
Advertisement would be shown on Fox Family and ABC Family as well. Print ads would be shown in parenting magazines for children who are slightly older. We could also advertise on channels like Nickelodeon, Cartoon Network, or Channel 13. All are channels primarily watched by children of that age. If they were to see their favorite hit sensation like Hannah Montana or the Jonas Brothers on the commercial, it is more than likely that they would want the cereal as well.

Segment: 17-45 years old who care about health and taste
Marketing Mix

Product 

Yogurt Burst- Cheerios with sweet yogurt rings to add flavor while still being

 
  healthy

Cheerio Crunch- Original Cheerios with grain and oat clusters.

Honey Nut- Original with a touch of honey

Pricing Strategy

These Prices would again be in the mid $3.00 range. They do not have to many additives and in order for younger people to afford it, the cereal cannot be too expensive.
Distribution Strategy

These Cereals, again, would not be as in high demand as the original. At least one cereal from every segment should be offered in a store. Especially the more in demand ones
Promotional Strategy

In order to draw people in, we would make it seem like eating these Cheerios is the “cool” thing to do. It would draw in the younger crowd while also bringing in the people who wish they were younger. 

As well as the coupon and buy one get one deals, we could also have percentages of the money we get for the cereals go towards different organizations or benefits. This would entice people to keep buying our cereal in order to help out a good cause.
In order to reach this market, we will advertise on channels that have more adult shows. Channels like, TBS, TNT, and USA would be great channels. Our commercials would have late twenty-year-old people that way they could appeal to almost all ages. If a person is 17, they most of the time wish they were older. If a person is 45, they usually wish they were younger. Everyone except children and senior citizens would be drawn in by these commercials.

Segment: 45+ With Health Coming First But Also Looking For Great Taste

Marketing Mix

Product 

Honey Nut- Original with a touch of honey

MultiGrain- “5 whole grains with 110 calories”

Banana Nut-  “Real Banana baked into every bite!”

Pricing Strategy

The prices would be at the higher end of $3.00. Although seniors are on a fixed income, they may want to spend more in order to stay healthy.

Distribution Strategy

These cereals would have a somewhat higher demand than the more sugary ones, due to their nutrition. We would distribute slightly more than the sugar coated alternatives.

Promotional Strategy

Senior Citizens are usually trying to stay healthy. The main focus would be staying healthy and feeling young. When we envisioned a commercial we saw old people having Cheerios for breakfast and being able to go out dancing with their spouse. We would make sure to list the health benefits. The boxes would make sure to mention “Lowers Cholesterol” since that is a main concern of seniors as well as most adults.

Senior Citizens could have a special discount, which allows the cereal to be more affordable. They would also have the coupons and buy one get one deals. 

In order to reach this market, we will advertise on channels that have more senior citizen shows. We would show commercials on TV Land, History Channel, and Turner Classic Movies. We would feature Senior Citizens in the commercials.
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