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[bookmark: _Toc228551339]1. INTRODUCTION
Spotify is a leading digital music streaming company that offers access to millions of songs, podcasts, and personalised audio content to users worldwide (Schmid and Romey, 2022). The company operates within the digital entertainment industry and focuses on delivering customised listening experiences through advanced algorithms and data-driven recommendations. As competition in the technology and streaming sector increases, organisations are adopting brand development strategies to expand their market presence and create new revenue streams.
In this context, Spotify can introduce a brand extension in the form of a Smart Music Speaker, designed to integrate seamlessly with its existing platform. This product aims to enhance user experience by combining high-quality audio output with personalised streaming and voice-controlled features. The purpose of this report is to develop a comprehensive marketing strategy for this brand extension. It will analyse the market using Segmentation, Targeting, Differentiation, and Positioning (STDP) and evaluate the application of the marketing mix (7Ps) to support business growth and competitive advantage.
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The Spotify Smart Music Speaker represents a strategic brand extension where Spotify expands from digital streaming services into the smart home device market. The product is designed to provide users with a seamless and personalised music experience by integrating Spotify’s platform directly into a smart speaker. Key features of the device include voice control, allowing users to play music, control playlists, and access podcasts through simple commands. It also incorporates AI-driven recommendations, enabling the speaker to adapt to user preferences and deliver customised content. The device supports smart home connectivity, enhancing convenience and functionality.
This brand extension aligns with current market trends, particularly the rapid growth of smart home technologies and voice-controlled devices. Consumers increasingly prefer hands-free, connected solutions for entertainment, as seen in the popularity of products like Amazon Echo and Google Nest. At the same time, the demand for music streaming and personalised listening experiences continues to rise, creating a strong opportunity for Spotify to enter this market.
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[bookmark: _Toc228551342]3.1 Segmentation
Market segmentation is a critical step in developing an effective marketing strategy, as it allows organisations to divide a broad market into smaller, manageable groups with similar characteristics (Aaker et al., 2023). For the Spotify Smart Music Speaker, segmentation can be analysed using four key bases: geographic, demographic, psychographic, and behavioural.
From a geographic perspective, the primary focus is on urban and technologically advanced markets such as the UK, USA, and major European cities. These regions demonstrate high internet penetration, widespread adoption of smart home devices, and strong demand for digital entertainment services. Urban consumers are more likely to adopt innovative technologies, making them ideal for a smart speaker product.
In terms of demographic segmentation, the target group includes individuals aged between 18 and 40 years. This segment consists of students, young professionals, and working individuals who have moderate to high disposable income. These consumers are more willing to invest in premium technology products that enhance convenience and entertainment.
Psychographic segmentation focuses on lifestyle, personality, and interests. The target audience is tech-savvy, values convenience, and has a strong interest in music, podcasts, and digital experiences (Ahmed, 2022). These consumers are early adopters of technology and prefer personalised services that match their lifestyle.
Finally, behavioural segmentation highlights usage patterns and purchasing behaviour. The primary segment includes existing Spotify users, especially those subscribed to Spotify Premium, as well as individuals who frequently use smart devices (Seta and Fakhri, 2025). These users demonstrate high brand loyalty and are more likely to adopt a Spotify-integrated smart speaker due to familiarity and trust in the platform.
[bookmark: _Toc228551343]3.2 Targeting
After identifying key segments, the next step is to select the most appropriate target market. Spotify should adopt a concentrated targeting strategy, focusing primarily on a specific high-value segment rather than attempting to appeal to the entire market (Borisova, 2025). The primary target audience for the Spotify Smart Music Speaker is Gen Z and young professionals aged 18–35 living in urban areas. This group represents a significant portion of Spotify’s existing user base and is characterised by high engagement with digital streaming services. They consume music daily, rely on personalised playlists, and are highly influenced by digital trends.
There are several reasons why this segment is attractive. Firstly, they are heavy users of music streaming platforms, making them more likely to see value in a device that enhances their listening experience. Secondly, they are early adopters of smart home technology, meaning they are more open to purchasing innovative products such as smart speakers (Liu et al., 2021). Thirdly, this segment values convenience and integration, which aligns with the speaker’s ability to connect seamlessly with Spotify accounts and other smart devices.
In addition, this group is highly active on digital platforms and social media, making them easier to reach through targeted marketing campaigns. Their purchasing decisions are often influenced by trends, reviews, and recommendations, allowing Spotify to leverage influencer marketing and digital promotions effectively. By focusing on this well-defined segment, Spotify can allocate its resources more efficiently, create tailored marketing messages, and achieve a stronger market impact.
[bookmark: _Toc228551344]3.3 Differentiation
Differentiation is essential in a competitive market where several established players already offer similar products (Noor et al., 2025). The Spotify Smart Music Speaker must clearly distinguish itself from competitors such as Amazon Echo and Google Nest. One of the key differentiating factors is superior music personalisation. Unlike competitors that offer general voice assistant capabilities, Spotify has a strong advantage in music recommendation algorithms. Its ability to analyse user preferences, listening history, and behaviour enables it to deliver highly personalised playlists and suggestions. This creates a unique value proposition focused on music experience rather than general functionality.
Another important aspect of differentiation is deep integration within the Spotify ecosystem. The smart speaker is designed specifically for Spotify users, allowing seamless access to playlists, podcasts, and curated content without the need for additional configuration (Lundström, 2025). This creates a more intuitive and user-friendly experience compared to competitors, which often require third-party integrations.  The use of AI-driven recommendations and voice control enhances user interaction. The speaker can adapt to individual preferences over time, providing smarter and more relevant content suggestions. This level of personalisation strengthens customer engagement and increases user satisfaction.
Spotify can differentiate itself through brand identity and positioning. As a company already associated with music and entertainment, Spotify has strong brand credibility in this domain. By focusing on delivering a premium audio experience tailored to music lovers, the company can position its product as more specialised compared to multi-functional smart speakers offered by competitors.
[bookmark: _Toc228551345]3.4 Positioning
Positioning refers to how a product is perceived in the minds of consumers relative to competitors. For the Spotify Smart Music Speaker, the positioning strategy should focus on delivering a premium, personalised music experience.
The positioning statement can be defined as:
“A premium smart speaker designed to deliver a personalised and immersive music experience, powered by Spotify’s advanced streaming and recommendation technology.”
This positioning emphasises three key elements: quality, personalisation, and technological innovation. Unlike competitors that focus on general smart home functionality, Spotify’s speaker is positioned as a music-first device, catering specifically to users who prioritise audio experience. A value-based positioning strategy is adopted, where the product highlights benefit such as convenience, personalisation, and seamless integration. Consumers are not just purchasing a speaker; they are investing in an enhanced entertainment experience tailored to their preferences.
In addition, the product can be mapped on a perceptual map based on two dimensions: level of personalisation and audio quality. Spotify’s speaker would be positioned at the high end of both dimensions, differentiating it from competitors that may offer broader functionality but lower specialisation in music.  This positioning strategy enables Spotify to establish a clear and distinct identity in the smart speaker market, attract its target audience effectively, and strengthen its competitive advantage.
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The Spotify Smart Music Speaker is designed as a premium audio device that integrates seamlessly with Spotify’s digital ecosystem. The product offers high-quality sound output, voice control functionality, and direct access to personalised playlists, podcasts, and curated content. It includes an advanced AI-powered recommendation system that adapts to users’ listening behaviour, ensuring a highly customised music experience. A key feature of the product is its voice assistant integration, allowing users to control playback, search music, and manage smart home devices using simple voice commands (Venkatraman et al., 2021). The speaker is fully connected to the Spotify mobile application, enabling easy control, playlist management, and synchronisation across multiple devices.
The unique selling proposition (USP) of the product lies in its superior music personalisation and exclusive integration with Spotify’s streaming platform (Merinen, 2025). Unlike competitors, which offer general-purpose smart assistants, this speaker is specifically designed for music lovers, delivering a more immersive and tailored audio experience. This strong product differentiation enhances customer value and supports brand extension success.
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The pricing strategy for the Spotify Smart Music Speaker should adopt a competitive pricing approach, positioning the product within a similar range to existing smart speakers such as Amazon Echo and Google Nest (Uyar et al., 2025). This ensures affordability while maintaining a perception of quality and value. Spotify can also implement a value-based pricing strategy, where the price reflects the added benefits of personalised music experiences and seamless integration with its platform. Given Spotify’s strong brand recognition, customers may be willing to pay slightly higher prices for enhanced features.
An effective pricing tactic would be the introduction of bundle offers, such as combining the smart speaker with a Spotify Premium subscription at a discounted rate. This not only increases product adoption but also strengthens customer loyalty and recurring revenue streams. Promotional pricing strategies, including introductory discounts or limited-time offers, can further encourage early adoption. Overall, the pricing strategy should balance competitiveness, perceived value, and long-term profitability.
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The distribution strategy for the Spotify Smart Music Speaker should focus on both online and offline channels to maximise market reach. The primary distribution channel will be online platforms, including Spotify’s official website and major e-commerce platforms such as Amazon. Online distribution ensures convenience, global accessibility, and efficient product delivery. In addition, the product can be made available through retail electronics stores such as Currys (UK) and Best Buy (USA), where customers can physically experience the product before purchase (Eboseremen et al., 2024). This enhances trust and supports purchasing decisions, particularly for high-involvement products like smart speakers.
Spotify can also explore partnerships with telecom providers and technology retailers to expand its distribution network (Colbjørnsen, 2021). The product should be launched initially in technologically advanced markets such as the UK, USA, and Europe, followed by expansion into emerging markets. A strong omnichannel distribution strategy ensures that the product is easily accessible, improves customer convenience, and supports global brand expansion.
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Promotion plays a crucial role in creating awareness and driving adoption of the Spotify Smart Music Speaker. The company should adopt an integrated marketing communication strategy focusing primarily on digital marketing channels. Social media platforms such as Instagram, TikTok, and YouTube can be used to promote the product through engaging content, demonstrations, and user-generated content (Smith et al., 2023). Influencer marketing is particularly effective, as music influencers and tech reviewers can showcase the speaker’s features and benefits to a large audience.
Spotify can leverage its own platform by promoting the product directly within the app through banners, personalised recommendations, and exclusive offers for existing users. This provides a direct and highly targeted promotional channel. In addition, digital advertising campaigns, including Google Ads and social media ads, can increase brand visibility and reach potential customers. Promotional strategies may also include product launch events, collaborations with artists, and limited-edition releases.
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The “People” element focuses on all individuals involved in delivering the product and customer experience. For Spotify, this includes customer service teams, technical support staff, and brand representatives. High-quality customer service is essential to ensure customer satisfaction and retention. Spotify should provide responsive support through multiple channels, including live chat, email, and social media platforms. Efficient handling of customer queries and technical issues enhances brand trust and loyalty.
Technical support teams play a vital role in assisting users with product setup, troubleshooting, and integration with other devices. Providing clear instructions and user-friendly support services improves the overall user experience. Brand ambassadors and influencers contribute to shaping customer perceptions. By collaborating with music artists and influencers, Spotify can create a stronger emotional connection with its audience. Investing in skilled and knowledgeable personnel ensures a consistent and positive customer experience, which is critical for long-term success.
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The “Process” element refers to the procedures and systems through which the product is delivered and experienced by customers. For the Spotify Smart Music Speaker, the focus should be on providing a seamless and user-friendly experience. The product should offer a simple and efficient setup process, allowing users to connect the speaker to their Spotify account within minutes. Clear instructions and intuitive interfaces reduce complexity and enhance usability. Integration with the Spotify mobile application ensures smooth control of music, playlists, and settings. The system should enable real-time synchronisation across devices, providing a consistent listening experience.
Automated updates and AI-driven recommendations improve functionality and keep the product up to date. Efficient order processing, delivery systems, and after-sales support also contribute to a positive customer journey. A well-designed process enhances customer satisfaction, reduces frustration, and strengthens the overall value proposition of the product.
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Physical evidence refers to the tangible aspects that influence customer perception of the product and brand. For the Spotify Smart Music Speaker, this includes product design, packaging, and branding elements. The speaker should feature a modern and minimalist design that aligns with Spotify’s brand identity. A sleek and aesthetically appealing design enhances product attractiveness and fits well within contemporary home environments. Eco-friendly and premium packaging can reinforce the brand’s commitment to sustainability while creating a positive unboxing experience. Packaging should include clear instructions and visually appealing branding elements.
Branding plays a crucial role in building recognition and trust. The use of Spotify’s logo, colour scheme, and design language should be consistent across the product and packaging. Customer reviews, ratings, and online presence act as intangible physical evidence that influences purchasing decisions. Strong physical evidence enhances brand credibility and supports customer confidence in the product.
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Developing the Spotify Smart Music Speaker as a brand extension has been a valuable learning experience for me. Throughout this project, I was able to apply theoretical marketing concepts into a practical business context, which helped me understand how marketing strategies work in real-world situations. I started by analysing Spotify as a digital company and then explored how it could expand into the smart home device market. Creating the poster and developing the overall strategy allowed me to think creatively while also maintaining a structured and academic approach.
One of the most important things I learned during this process was the application of Segmentation, Targeting, Differentiation, and Positioning (STDP). I understood how businesses divide markets into different segments and then select the most appropriate target audience. While working on this, I realised the importance of identifying a specific group rather than targeting everyone. It helped me understand how focusing on Gen Z and young professionals can make the strategy more effective. I also gained a deeper understanding of differentiation, especially how Spotify can stand out from competitors like Amazon and Google by focusing on personalised music experiences.
In addition, I developed my knowledge of the marketing mix (7Ps). Before this assignment, I had a basic understanding of the 7Ps, but this project helped me apply each element in detail. For example, I learned how product features, pricing strategies, and promotional methods must align with the overall brand strategy. I also realised that elements like people, process, and physical evidence play a crucial role in shaping customer experience, not just the core product.
This assignment also helped me improve several key skills. I enhanced my research skills by using academic sources and recent studies to support my arguments. I improved my analytical thinking by comparing competitors and justifying my decisions. Moreover, creating the poster and structuring the report improved my presentation and communication skills, as I had to present ideas clearly and concisely.
However, I faced some challenges during this process. One of the main difficulties was positioning the product clearly in a competitive market. Since many smart speakers already exist, it was challenging to identify a unique position for Spotify. I also found it difficult to balance creativity with academic writing, as I had to ensure that my ideas were both innovative and supported by theory. Additionally, analysing competitors in detail required more effort and deeper research.
If I were to improve my work, I would focus on conducting more detailed market research and including more real-world data to strengthen my arguments. I would also improve the visual design of my poster to make it more engaging and professional. Furthermore, I would aim to enhance my critical analysis by providing deeper comparisons and stronger justifications. 
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A device market. The speaker will allow users to play music directly from Spotify using voice
control or a mobile app. The device will include features such as voice assistant,
personalised playlists, podcast streaming, and smart home connectivity. This extension is
logical because Spotify already provides music streaming services, and a smart speaker

Spotify is a global music streaming company that
provides digital music, podcasts, and audio
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company focuses on digital entertainment,
personalised music recommendations, and of
streaming services. To expand its brand and
enter the smart device market, Spotify can
introduce a new product called the Spotify
Smart Music Speaker for home use.
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