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The Soft Drink Industry at the Start The Soft Drink Industry at the Start 

of the 21of the 21stst CenturyCentury

�� The United States with 27%, but SaturatedThe United States with 27%, but Saturated

�� 2002 worldwide consumption of soft drinks2002 worldwide consumption of soft drinks

4.34.3Asia PacificAsia Pacific

22.022.0E. EuropeE. Europe

49.449.4W. EuropeW. Europe

59.259.2L. AmericaL. America

157.2 (14 oz 157.2 (14 oz pppdpppd))N. AmericaN. America

Retail volume, liters per headRetail volume, liters per headRegionRegion



ContinuesContinues
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Continues..Continues..

�� Despite the market being essentially mature, SD Despite the market being essentially mature, SD 

sales in the US showed sustained value and sales in the US showed sustained value and 

volume growth over the 2001volume growth over the 2001--2005 period, 2005 period, 

which is forecast to continue during the next ten which is forecast to continue during the next ten 

yearsyears

�� Total revenues: $97.1 B in 2005Total revenues: $97.1 B in 2005

�� Cash Cow: Carbonated drinks; $64.5 B in 2005Cash Cow: Carbonated drinks; $64.5 B in 2005



Market ValueMarket Value

�� US SD market grew by 2.3% in 2005US SD market grew by 2.3% in 2005

2.3%2.3%CAGRCAGR

2.3%2.3%97.197.120052005

2.2%2.2%94.994.920042004

2.3%2.3%92.992.920032003

2.4%2.4%90.890.820022002

88.688.620012001

% Growth% Growth$ billion$ billionYearYear



Market segmentation IMarket segmentation I

100%100%TotalTotal

0.1%0.1%ConcentratesConcentrates

2.4%2.4%RTD tea & coffeeRTD tea & coffee

5.3%5.3%Functional drinksFunctional drinks

10.4%10.4%JuicesJuices

15.3%15.3%Bottled waterBottled water

66.4%66.4%CarbonatesCarbonates

% Share% ShareCategoryCategory



Market segmentation IIMarket segmentation II

100.0%100.0%TotalTotal

12.1%12.1%Rest of the WorldRest of the World

20.0%20.0%AsiaAsia--PacificPacific

29.4%29.4%USUS

38.5%38.5%EuropeEurope

% Share% ShareGeographyGeography



Market ShareMarket Share

�� US SD market share: % Share, by volume, 2005US SD market share: % Share, by volume, 2005

100%100%TotalTotal

36.2%36.2%OtherOther

0.7%0.7%Private LabelPrivate Label

10.6%10.6%Cadbury SchweppesCadbury Schweppes

22.6%22.6%PepsiCo, Inc.PepsiCo, Inc.

30.0%30.0%The CocaThe Coca--Cola CompanyCola Company

% Share% ShareCompanyCompany



CompetitionsCompetitions

�� Other major beverage companies (in billions)Other major beverage companies (in billions)

.2.2Seneca, Seneca, TreeSweetTreeSweet, , 

AwakeAwake
Northland Northland 

CranberriesCranberries

.6.6FaygoFaygo, Shasta, Big , Shasta, Big 

ShotShot
National BeverageNational Beverage

1.11.1Store BrandsStore BrandsCottCott

3.53.5EvianEvianDannonDannon World World 

WaterWater

5.05.0A&W Root Beer, A&W Root Beer, 

Squirt, RCSquirt, RC
Cadbury Cadbury 

SchweppesSchweppes

$5.8$5.8Perrier, Pellegrino, Perrier, Pellegrino, 

AquarelAquarel
Nestle WatersNestle Waters

2005 sales2005 salesBrandsBrandsCompanyCompany



Alternative Beverage ConsumptionAlternative Beverage Consumption

�� Hot drinks (Canned and bottled tea)Hot drinks (Canned and bottled tea)

�� MilkMilk

�� BottledBottled--waterwater

�� Energy drinksEnergy drinks



Health IssuesHealth Issues

�� Obesity issues arose in Asian MarketObesity issues arose in Asian Market

�� Health Issues arose in U.S Market Health Issues arose in U.S Market 



Commercial BreakCommercial Break



PorterPorter’’s Five Forcess Five Forces

�� PorterPorter’’s 5 Forces tool is a simple but powerful s 5 Forces tool is a simple but powerful 

tool for understanding where power lies in a tool for understanding where power lies in a 

business situationbusiness situation

�� PorterPorter’’s 5 Forces are useful, because it helps you s 5 Forces are useful, because it helps you 

understand both the strength of your current understand both the strength of your current 

competitive position, and the strength of a competitive position, and the strength of a 

position youposition you’’re looking to move intore looking to move into



PorterPorter’’s Five Forcess Five Forces

�� Supplier PowerSupplier Power

�� Buyer PowerBuyer Power

�� Competitive RivalryCompetitive Rivalry

�� Threat of SubstitutionThreat of Substitution

�� Threat of New EntryThreat of New Entry



Commercial BreakCommercial Break



Exciting Financial StatisticsExciting Financial Statistics

29.37%29.37%30.18%30.18%ROEROE

13.51%13.51%13.75%13.75%ROAROA

18.11%18.11%26.03%26.03%Operating MarginOperating Margin

12.52%12.52%21.09%21.09%Profit MarginProfit Margin

95.91B95.91B99.33B99.33BMarket CapMarket Cap

Pepsi (PEP)Pepsi (PEP)Coke (KO)Coke (KO)4/5/20064/5/2006



Exciting Financial StatisticsExciting Financial Statistics



Exciting Financial StatisticsExciting Financial Statistics

10.54%10.54%S&P 500S&P 500

9.08%9.08%Pepsi (PEP)Pepsi (PEP)

0.53%0.53%Coke (KO)Coke (KO)

52 Week Change52 Week Change4/5/20064/5/2006



Exciting Financial StatisticsExciting Financial Statistics

0.280.28Pepsi (PEP)Pepsi (PEP)

0.940.94Coke (KO)Coke (KO)

BetaBeta4/5/20064/5/2006



Commercial BreakCommercial Break



Coke Brand PortfolioCoke Brand Portfolio

Core US BrandsCore US Brands:  Coca:  Coca--Cola, Diet Coke, Cola, Diet Coke, FantaFanta, , 

Sprite, Sprite, DasaniDasani, , OdwallaOdwalla, Minute Maid, and , Minute Maid, and 

PoweradePowerade

Brand extensionsBrand extensions: Vanilla Coke, Coke with : Vanilla Coke, Coke with 

Lime, Cherry CokeLime, Cherry Coke

International BrandsInternational Brands: Crush Sarsi, Sprite Ice, : Crush Sarsi, Sprite Ice, 

FantaFanta OranggoOranggo, & , & QooQoo



Pepsi Products PortfolioPepsi Products Portfolio

�� FritoFrito--Lay (North America )Lay (North America )

�� Pepsi (North America )Pepsi (North America )

�� Quaker (North America )Quaker (North America )

�� International ProductsInternational Products



FritoFrito--Lay Brands (North America)Lay Brands (North America)

�� LayLay’’s Potato Chipss Potato Chips

�� RufflesRuffles

�� DoritosDoritos

�� CheetosCheetos



PepsiPepsi--Cola Brands (North America)Cola Brands (North America)

�� PepsiPepsi

�� Mountain DewMountain Dew

�� GatoradeGatorade

�� TropicanaTropicana

�� AquafinaAquafina



Quaker Brands (North America)Quaker Brands (North America)

�� Life CerealLife Cereal

�� Quaker OatsQuaker Oats

�� Aunt JemimaAunt Jemima

�� Rice A Rice A RoniRoni



International ProductsInternational Products

�� LaysLays

�� SeaweedSeaweed

�� KetchupKetchup

�� 7UP7UP



Products PortfolioProducts Portfolio

�� Net Revenue Net Revenue –– CokeCoke

�� Total: $23,104Total: $23,104

�� Net Revenue Net Revenue –– PepsiPepsi

�� Total: $32,562Total: $32,562



Products PortfolioProducts Portfolio

�� What generic strategies are being used?What generic strategies are being used?

�� Whose strategy is better?Whose strategy is better?

�� How should the other react?How should the other react?

�� What opportunities should Coke pursue?What opportunities should Coke pursue?

�� What opportunities should Pepsi pursue?What opportunities should Pepsi pursue?



Commercial BreakCommercial Break



Coke Organizational StructureCoke Organizational Structure

5%5%21%21%AsiaAsia

29%29%5%5%AfricaAfrica

0%0%33%33%
Europe, Eurasia, & Europe, Eurasia, & 

Middle EastMiddle East

3%3%10%10%Latin AmericaLatin America

--1%1%30%30%North AmericaNorth America

04 Unit 04 Unit 

GrowthGrowth
04 04 

SalesSalesRegionRegion



Pepsi Organization StructurePepsi Organization Structure

� Reorganization in 2003 from 6 to 4 departments

� Frito-Lay North America (FLNA)

� PepsiCo Beverages North America (PBNA)

� PepsiCo International (PI)

� Quaker Foods North America (QFNA).



Pepsi Organization StructurePepsi Organization Structure



Organizational StructureOrganizational Structure

��What is more effective: CokeWhat is more effective: Coke’’s s 

Geographic Focused Structure or Geographic Focused Structure or 

PepsiPepsi’’s Product Focus Structure?s Product Focus Structure?

� Should Pepsi Have Spun Off Their 

Restaurant Business?



Marketing & AdvertisingMarketing & Advertising

WhatWhat’’s the Difference?s the Difference?



Coke Marketing & AdvertisingCoke Marketing & Advertising



Coke Marketing & AdvertisingCoke Marketing & Advertising



�� Coca Cola Coca Cola -- Redefining ItselfRedefining Itself

�� RejuvenationRejuvenation

�� RefreshmentRefreshment

�� Health & NutritionHealth & Nutrition

�� ReplenishmentReplenishment

Coke Marketing & AdvertisingCoke Marketing & Advertising



Coke Marketing & AdvertisingCoke Marketing & Advertising



Coke Marketing & AdvertisingCoke Marketing & Advertising



Famous Pepsi DrinkersFamous Pepsi Drinkers

�� Marilyn ChambersMarilyn Chambers

�� Joan Crawford Joan Crawford 

�� Bob Dole Bob Dole 

�� Robert Alton HarrisRobert Alton Harris

�� Michael JacksonMichael Jackson

�� LudacrisLudacris

�� MadonnaMadonna

�� Joseph McCarthyJoseph McCarthy

�� Richard M. NixonRichard M. Nixon

�� Paula Paula PoundstonePoundstone

�� Elvis PresleyElvis Presley

�� Spice GirlsSpice Girls

�� Mike TysonMike Tyson

�� Britney SpearsBritney Spears

�� Ray Charles (Diet) Ray Charles (Diet) 

�� BeyoncBeyoncéé Knowles (Diet)Knowles (Diet)

�� Famous Coke DrinkerFamous Coke Drinker

�� Fatty ArbuckleFatty Arbuckle

�� Mean Joe GreenMean Joe Green

�� William G BoninWilliam G Bonin

�� Jimmy CarterJimmy Carter

�� Santa ClausSanta Claus

�� Bill ClintonBill Clinton

�� EisenhowerEisenhower

�� John F. KennedyJohn F. Kennedy

�� George MichaelGeorge Michael

�� Bill CosbyBill Cosby

�� Kate Kate BeckinsaleBeckinsale

�� AdrienAdrien BrodyBrody

Pepsi Marketing & AdvertisingPepsi Marketing & Advertising



Pepsi Marketing & AdvertisingPepsi Marketing & Advertising

�� Advertising Focuses On : Advertising Focuses On : 

�� Slandering CokeSlandering Coke

�� YouthYouth

�� Market SegmentMarket Segment



Pepsi Marketing & AdvertisingPepsi Marketing & Advertising



Pepsi Marketing & AdvertisingPepsi Marketing & Advertising



PepsiPepsi’’s Distributions Distribution

� Exclusive Contracts with Franchise Bottlers and 
Independent Distributors and Retailers

� Wal-Mart

� Agreements it’s competitors

� Unilever with Lipton

� Starbucks (Frappuccino, DoubleShot).



Coke DistributionCoke Distribution

�� Independent Bottlers with Exclusive ContractsIndependent Bottlers with Exclusive Contracts

�� CocaCoca--Cola EnterprisesCola Enterprises

�� WalWal--Mart & Mart & PoweradePowerade



Commercial BreakCommercial Break



Global Cola WarGlobal Cola War



Global Cola WarGlobal Cola War



GlobalizationGlobalization

�� How Can Coke or Pepsi Win The Global Cola War?How Can Coke or Pepsi Win The Global Cola War?



Art of WarArt of War & & 36 stratagems36 stratagems
1. 1. 瞞天過海瞞天過海瞞天過海瞞天過海瞞天過海瞞天過海瞞天過海瞞天過海 Crossing the sea under camouflageCrossing the sea under camouflage

2.2.圍魏救趙圍魏救趙圍魏救趙圍魏救趙圍魏救趙圍魏救趙圍魏救趙圍魏救趙 Relieve the State of Zhao by besieging the state of WeiRelieve the State of Zhao by besieging the state of Wei
3.3.借刀殺人借刀殺人借刀殺人借刀殺人借刀殺人借刀殺人借刀殺人借刀殺人 Kill somebody by using another person's knifeKill somebody by using another person's knife

4.4.以逸待勞以逸待勞以逸待勞以逸待勞以逸待勞以逸待勞以逸待勞以逸待勞 Wait at one's ease for the fatigued enemyWait at one's ease for the fatigued enemy
5.5.趁火打劫趁火打劫趁火打劫趁火打劫趁火打劫趁火打劫趁火打劫趁火打劫 Plunder a house when it is on fire Plunder a house when it is on fire 
6.6.聲東擊西聲東擊西聲東擊西聲東擊西聲東擊西聲東擊西聲東擊西聲東擊西 Make faint to the east but attack in the westMake faint to the east but attack in the west
7.7.無中生有無中生有無中生有無中生有無中生有無中生有無中生有無中生有 Produce something out of nothingProduce something out of nothing
8.8.暗渡陳倉暗渡陳倉暗渡陳倉暗渡陳倉暗渡陳倉暗渡陳倉暗渡陳倉暗渡陳倉 Secretly crossing over to Secretly crossing over to ChencangChencang

9.9.隔岸觀火隔岸觀火隔岸觀火隔岸觀火隔岸觀火隔岸觀火隔岸觀火隔岸觀火 Watch the fire from the other side of the river Watch the fire from the other side of the river 

10.10.笑裡藏刀笑裡藏刀笑裡藏刀笑裡藏刀笑裡藏刀笑裡藏刀笑裡藏刀笑裡藏刀 Conceal a knife in your smileConceal a knife in your smile
11.11.李代桃僵李代桃僵李代桃僵李代桃僵李代桃僵李代桃僵李代桃僵李代桃僵 The plum dies for the apricotThe plum dies for the apricot
12.12.順手牽羊順手牽羊順手牽羊順手牽羊順手牽羊順手牽羊順手牽羊順手牽羊 Make off with a sheep in passing byMake off with a sheep in passing by
13.13.打草驚蛇打草驚蛇打草驚蛇打草驚蛇打草驚蛇打草驚蛇打草驚蛇打草驚蛇 Beaten the grass and frighten away the snakeBeaten the grass and frighten away the snake
14.14.借屍還魂借屍還魂借屍還魂借屍還魂借屍還魂借屍還魂借屍還魂借屍還魂 Resurrect in a new guiseResurrect in a new guise
15.15.調虎離山調虎離山調虎離山調虎離山調虎離山調虎離山調虎離山調虎離山 Lure the tiger out of the mountainLure the tiger out of the mountain
16.16.欲擒故縱欲擒故縱欲擒故縱欲擒故縱欲擒故縱欲擒故縱欲擒故縱欲擒故縱 Let the enemy leave in order to catch himLet the enemy leave in order to catch him
17.17.拋磚引玉拋磚引玉拋磚引玉拋磚引玉拋磚引玉拋磚引玉拋磚引玉拋磚引玉 Throw a brick to allure a gemThrow a brick to allure a gem
18.18.擒賊先擒王擒賊先擒王擒賊先擒王擒賊先擒王擒賊先擒王擒賊先擒王擒賊先擒王擒賊先擒王 Catch the ringleader first in order to capture all his bandit foCatch the ringleader first in order to capture all his bandit followersllowers
19.19.釜底抽薪釜底抽薪釜底抽薪釜底抽薪釜底抽薪釜底抽薪釜底抽薪釜底抽薪 Take away the firewood under the cauldron Take away the firewood under the cauldron 
20.20.渾水摸魚渾水摸魚渾水摸魚渾水摸魚渾水摸魚渾水摸魚渾水摸魚渾水摸魚 Fish in troubled water Fish in troubled water 
21.21.金蟬脫殼金蟬脫殼金蟬脫殼金蟬脫殼金蟬脫殼金蟬脫殼金蟬脫殼金蟬脫殼 Cast off the molted skin (escape unnoticed)Cast off the molted skin (escape unnoticed)
22.22.關門捉賊關門捉賊關門捉賊關門捉賊關門捉賊關門捉賊關門捉賊關門捉賊 Close the gate to catch the thievesClose the gate to catch the thieves
23.23.遠交近攻遠交近攻遠交近攻遠交近攻遠交近攻遠交近攻遠交近攻遠交近攻 Befriend distant countries while attacking those nearbyBefriend distant countries while attacking those nearby
24.24.假途伐虢假途伐虢假途伐虢假途伐虢假途伐虢假途伐虢假途伐虢假途伐虢 Conquer Conquer HaoHao after obtaining after obtaining permittancepermittance to cross another country (forge neutral alliances)to cross another country (forge neutral alliances)
25.25.偷樑換柱偷樑換柱偷樑換柱偷樑換柱偷樑換柱偷樑換柱偷樑換柱偷樑換柱 Steal the Steal the beemsbeems and pillars and replace them with rotten timbersand pillars and replace them with rotten timbers
26.26.指桑罵槐指桑罵槐指桑罵槐指桑罵槐指桑罵槐指桑罵槐指桑罵槐指桑罵槐 Revile the locust tree while pointing at the mulberry (scold oneRevile the locust tree while pointing at the mulberry (scold one person through another)person through another)
27.27.假癡不癲假癡不癲假癡不癲假癡不癲假癡不癲假癡不癲假癡不癲假癡不癲 Pretend madness without loosing the balancePretend madness without loosing the balance
28.28.上屋抽梯上屋抽梯上屋抽梯上屋抽梯上屋抽梯上屋抽梯上屋抽梯上屋抽梯 Take away the ladder when the enemy is in the second floorTake away the ladder when the enemy is in the second floor
29.29.樹上開花樹上開花樹上開花樹上開花樹上開花樹上開花樹上開花樹上開花 False flowers on a tree (use decoys)False flowers on a tree (use decoys)
30.30.反客為主反客為主反客為主反客為主反客為主反客為主反客為主反客為主 Make the guest to the host ("cuckoo's egg strategy")Make the guest to the host ("cuckoo's egg strategy")
31.31.美人計美人計美人計美人計美人計美人計美人計美人計 The stratagem of (making use of) a beautiful woman (as decoy)The stratagem of (making use of) a beautiful woman (as decoy)
32.32.空城計空城計空城計空城計空城計空城計空城計空城計 The stratagem of (open gates and) an emptied city (with soldiersThe stratagem of (open gates and) an emptied city (with soldiers waiting in ambush)waiting in ambush)
33.33.反間計反間計反間計反間計反間計反間計反間計反間計 The stratagem of sowing the seeds of discord (among the enemies)The stratagem of sowing the seeds of discord (among the enemies)
34.34.苦肉計苦肉計苦肉計苦肉計苦肉計苦肉計苦肉計苦肉計 The stratagem of selfThe stratagem of self--mutilation (in order to lure out the enemy)mutilation (in order to lure out the enemy)
35.35.連環計連環計連環計連環計連環計連環計連環計連環計 The stratagem of combining rings (of various stratagems)The stratagem of combining rings (of various stratagems)
36.36.走為上計走為上計走為上計走為上計走為上計走為上計走為上計走為上計 The best stratagem is to run awayThe best stratagem is to run away



Cola War in Latin AmericaCola War in Latin America

�� Cola War in Latin America 1994Cola War in Latin America 1994--2000 bottlers2000 bottlers

�� ArgentinaArgentina

�� Charles Beach vs. Charles Beach vs. GoizuetaGoizueta

�� VenezuelaVenezuela

�� OswaldoOswaldo CisnerosCisneros

�� Brazil, Chile, UruguayBrazil, Chile, Uruguay



36 Stratagems Applications36 Stratagems Applications
33.33.反間計反間計

Sowing the Seeds of DiscordSowing the Seeds of Discord

�� Good CounterGood Counter--Move Example by CokeMove Example by Coke

�� Venezuela   Venezuela   OswaldoOswaldo CisnerosCisneros

�� CocaCoca--Cola tricked Cola tricked OswaldoOswaldo

�� ““That showed I wasnThat showed I wasn’’t an important t an important 

player in their future.player in their future.””

Bef or eBef or eBef or eBef or e

Pepsi ,
45%

Coke,  10%

Ot her s,
45%

Af t erAf t erAf t erAf t er

Pepsi ,
5%

Coke,
50%

Ot her s,
45%



First MoverFirst Mover’’s Advantagess Advantages

�� Cola War in BrazilCola War in Brazil



36 Stratagems Applications36 Stratagems Applications

36. 36. 走為上計走為上計
If All Else Fails RetreatIf All Else Fails Retreat

�� In 1994 Pepsi reentered BrazilIn 1994 Pepsi reentered Brazil

�� CocaCoca--Cola fight against Pepsi at BrazilCola fight against Pepsi at Brazil

�� Pepsi retreated again at right timePepsi retreated again at right time



Cola War in EuropeCola War in Europe
�� Contamination Scares 1999Contamination Scares 1999

�� Belgium & FranceBelgium & France

�� CocaCoca--cola lost $3.4M per daycola lost $3.4M per day



36 Stratagems Applications36 Stratagems Applications
15.調虎離山

Lure the Tiger Out of the Mountain

•Good Move Example by Pepsi

•Coca-Cola is the tiger

•Pepsi’s Taste Tests Angered Coca-Cola

•Coca-Cola Classic Was Removed

•5,000 Complained



SWOT : StrengthsSWOT : Strengths

•A Broad Portfolio of Products

•Aggressive Marketing Strategies 
Using  Famous Celebrities

•47% of global volume sales in 
carbonates 

•Constant Product Innovation•Broad-based bottling strategy

•Pepsi Owns the World’s 2nd 
Best-Selling Soft Drinks Brand

•Four of the top five leading 
brands

•PepsiCo Brands Enjoy a High-
Profile Global Presence

•Coke Brands Enjoy a High-Profile 
Global Presence

PepsiPepsiCokeCoke



SWOT : WeaknessesSWOT : Weaknesses

PepsiPepsiCokeCoke

• They Only Target Young 
People

• The existing distribution system 
is not so efficient for non-
carbonates

• Pepsi is Strongest in North 
America

• Over-complexity of relationship 
with bottlers in North America

• Carbonates Market is in 
Decline

• Carbonates Market is in 
Decline



SWOT : OpportunitiesSWOT : Opportunities

PepsiPepsiCokeCoke

• Growth in the Functional Drinks 
Industry

• Growth in RTD Tea and Asian 
Beverages

• Use distribution strengths in 
Eastern Europe and Latin 
America

• Growth in Healthier Beverages• Brands like Minute Maid Light 
and Minute Maid Premium 
Heart Wise are positioned well 
with the “Health-concerned”
market

• Increased Consumer Concerns 
with Regard to Drinking Water

• Soft drinks volumes in the Asia-
Pacific region forecast to 
increase by over 45%



SWOT : ThreatsSWOT : Threats

PepsiPepsiCokeCoke

• Negative publicity in Western 
Europe

• Protest against Coke in India 

• Relying on North America only 
is Bad

• Boycott in the Middle East 

• Coca-Cola Increases Marketing 
and Innovation Spending to 
$400M Globally

• PepsiCo’s Gatorade, Tropicana 
and Aquafina are stronger 
brands

• Obesity and Health Concerns• Growing "health-conscience" 
society



What To Do Next ?What To Do Next ?

�� What Strategies Should Pepsi and Coke Pursue What Strategies Should Pepsi and Coke Pursue 

For Success in The Future?For Success in The Future?


