$5 Billion Plus
‘Coca Cola’ is the world’s 2nd best known English term (‘O.K.’ is number 1). It is the world’s biggest and best-known brand. It sells 1.4 billion soft drinks sold per day and makes more than $5 billion profit per year. Yet Coca-Cola is scared. Throughout the west, fizzy drinks are seen as unhealthy; and the richer people get, the more they worry about health, fitness and their appearance. Coke is no longer ‘it’. In 2004 and 2005 Coca-Cola sales were actually falling in America and Europe, for the first time since the brand’s birth in 1886. 
The brand may be struggling, but the company itself is fighting fit. The 2006 launch of Coke Zero was a huge success in America and Britain. The idea of ‘Bloke Coke’ showed great marketing understanding in a market where Diet Coke is largely targeted at 20-30 year old women. In the first 16 weeks from its July 2006 launch, Coke Zero sales were £24.1 million, the biggest launch success of any new grocery product for the last 3 years. The success of Coke Zero has reversed the sales drift among men. But what about women?
	Autumn 2007 sees the next stage in Coca-Cola’s marketing strategy: the launch of Diet Coke Plus. Diet Coke has been a fantastic success since its launch in 1982. Its 25th birthday has been celebrated in 2007 through a special silver can (very hard to get hold of). Diet Coke has been called ‘the greatest extension strategy in business history’. In the UK, Diet Coke’s silver can often outsells Coke’s red one. 
But although it meets the consumer demand for low calories, Diet Coke cannot offer the positive health benefits claimed by smoothies, juices or ‘functional’ dairy drinks such as Danone’s Actimel. Coke has watched sales of smoothies rising at 100% a year, and has decided to act.
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	Diet Coke plus comes in two varieties: Diet Coke Plus Vitamins and Diet Coke Plus Antioxidants. As Coca-Cola puts it: ‘Diet Coke Plus will give female Diet Coke drinkers the functional benefits they want from a brand they trust’. 

The brand will come in 350ml bottles, priced in line with the 500ml bottles of regular Diet Coke. Of course, the company is hoping to sell lots of their new product. Perhaps at least as important, though, will be the potential knock-on effect, if consumers start to change their view of fizzy drinks. Perhaps they can be good for you!


[image: image2.jpg]


The whole marketing strategy, though, is a long way from Coca-Cola’s roots. The key moment was when, in 1916, the company took out a design patent on the bottle that built the brand (see left). For more than 40 years one of the rules set by senior executives was: ‘simplicity of the product (one drink, one bottle, one price)’. This unique glass bottle was what made Coca-Cola so recognisable worldwide. It first broke the rule in 1960 by launching Fanta. After that it steadily moved away from mass marketing, looking instead to build the market size through segmentation - using different flavours and pack sizes to appeal to more and more groups of people.
Today, after years of targeting customers with different taste sensations, Coca-Cola is focusing its new product development (NPD) on meeting consumer demand for healthier products. The company is hoping that consumers will forget the artificial sweeteners and colourings in Coca-Cola, and concentrate instead on benefits such as added vitamins. If they can do that, Coca-Cola’s managers will have beaten their own title for the ‘greatest extension strategy in business history’. 
Questions

(20 marks; 25 minutes)
1. Explain in your own words why, according to the text, ‘Coca-Cola is scared’.

(4)

2. Coca-Cola was born in 1886 and Diet Coke 25 years ago. Examine two reasons why some brands remain popular year after year. 





(8)
3. Discuss two factors you believe to be crucial in determining whether or not Diet Coke Plus proves a sales success.







(8)   
‘Diet Coke Plus’ Mark Scheme

1. Explain in your own words why, according to the text, ‘Coca-Cola is scared’.
(4)

	Level 2

	2 marks
Good knowledge and understanding by answering the question in the context of this business
	2 marks
Applies the answer to the specific circumstances of this case

	Level 1

	1 MARK
Some knowledge shown and/or relevant choice of material from the text
	1 MARK
Some application to this case


Possible answers include:

· Worried that it’s losing its relevance, as people look for products with a function: to make you ’better’/healthier
· Sales actually fell in 2004 and 2005, after more than a hundred years of growth

2. Coca-Cola was born in 1886 and Diet Coke 25 years ago. Examine two reasons why some brands remain popular year after year. 




(8)

	2
	3
	3

	CONTENT
	APPLICATION
	ANALYSIS

	2
	3
	3

	Good understanding shown of relevant terms
	Relevant issues applied in detail to the case 
	Analysis of question set, using relevant theory

	1
	2-1
	2-1

	Some understanding of the relevant terms
	Relevant issues applied to the case
	One or two points applied in a limited way to analyse the Q.


Possible themes might include:
· They are constantly kept up-to-date in relation to market changes; in food and drink markets, the pace of customer change can be quite slow; people like to have old favourites such as Marmite or Coca-Cola; yet the managements make sure that updating happens as and when needed
· Good managements that keep the brands special; in 2006 Pepsi was distributed for the first time in discount shops; this will not help the brand’s long-term health; companies such as BMW and Nokia keep ahead of their rivals, so customers stay loyal
3. Discuss two factors you believe to be crucial in determining whether or not Diet Coke Plus proves a sales success.






(8)
	MARKING GRID (Out of 8)

	2
	2
	2
	2

	CONTENT
	APPLICATION
	ANALYSIS
	EVALUATION

	1
	1
	1
	1

	Understanding of relevant terms/issues
	Relevant issues applied in some detail to the case 
	Analysis of question set, using relevant theory
	Judgement shown in discussing the issues raised, reaching a balanced conclusion

	1
	2-1
	2-1
	2-1

	Some understanding of the relevant terms
	Relevant issues applied to the case
	An attempt at building an argument, but weakly
	Some judgement shown in text or conclusions


Possible answers include: 
· Whether it tastes like Diet Coke; if it tastes ‘weird’ it will surely fail (for Coke, only high sales will do; it’s no good if it just sells well in ‘Wholefood’ shops)
· The advertising will have to make the product seem desirable and normal, i.e. for everyday 20-30 year old women, not just health fanatics
· The company will have to achieve high distribution levels in ordinary shops such as Tesco; this might be quite hard, as there are so many Coke flavours already 
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