Teaching Materials ( Marketing)
Stimulus
If Sunny Delight had been a hospital patient it would now be on the critical list. Thousands of bottles are unsold in supermarkets across the land and parents feel that they have told ‘less than the truth’ by the manufacturers Proctor and Gamble. The product was first launched in 1998 and immediately recorded the best returns for any fast moving consumer good to have hit a market in recent times. By 2000 the product was recording sales of over £150 million a year and this put it second to Coke! Its packaging and positioning made it appear to be a healthy option amongst the mainly sugar saturated drinks for kids. However, close examination of the product discovered that it had just 5% fruit juice and 14 grams of sugar per 200ml bottle. This was the equivalent of three and half teaspoons full of sugar per bottle.  It might have looked to be low in sugar but in reality it supported similar levels to that of Coke and Pepsi. Put bluntly parents felt cheated and deserted the drink as quickly as they had joined it consumer base. To make matters worse Britvic, a rival launched Juice Up and stressed its very low sugar and high juice content. Then came the case of the young girl who had turned orange after drinking fifteen litres of Sunny Delight. By October 2000 sales were down by almost 40% 

So, what did Proctor and Gamble decide to do? They could have pulled the product but after loads of research they have decided to re-launch on the 18th March using a range of drinks as their main selling point. New flavours will include Orange Outburst, Tropical Tornado, Blackcurrant Burst and Apple and Kiwi Kick. Each product will contain only natural sugars equal to 1.3grams per 100ml bottle and with a fruit juice content of 15% (the old Sunny Delight had just 5%). The label will now be blue and not orange and the ‘great stuff’ has been dropped from all products and advertising literature. A new campaign costing £5 million will be used to launch the arrival of the new flavours and another £7 million will be given to direct marketing and sales promotion.  

The target families will be those with kids aged 8-12, rather than teenagers. Proctor and Gamble do not accept that they misled the public and see themselves as launching a new range of flavours for a popular and trusted brand.  We await the verdict of the public and its taste buds.

The theory

Once again we are heading into serious revision territory. The news starts with apparent success being recorded. The research and launch sections of the product life cycle have been carried out with a high degree success. The four P’s of the product and its perceptual map have all been well developed. Consumers in this fast moving consumer good market liked what they saw and bought it by the bottle full. The brand quickly built an image and had customer trust. Repeat purchases built up quickly and Proctor and Gamble could make and distribute with confidence, so gaining economies of scale. Profits would have started to look ‘healthy’ and total revenue growth would have exceeded total cost increases. The elasticity readings probably meant that price rises were about to be announced. Managers would have seen sales increasing, margins widening and dividend forecasts looking good. Shareholders would have received a nice surprise and doubtless they would have looked generously at staff salaries and fringe benefits. 

Then came the adverse publicity, especially in the consumer interests press and suddenly some of the gloss of the social responsibility and ethical stance of Proctor and Gamble looked less rosy. The company now faced a dilemma.

The reaction is interesting to analyse. It did not admit to an error but agreed to a large new range budget with no mention of a re-launch. The range was extended, re-focused, re-positioned and packaged. It will be pitched at parents with children aged 8 to 12 years and not the teenagers it once courted. The strategy is not to accept that anyone was misled but that a new and exciting range of flavours have been introduced to the public. Will it work, well only our taste buds will tell!

This is not the first product to face a serious illness. Others have included:

Persil, which in the mid-1990’s introduced a new formula to its main product. Alas, in subsequent tests its maker Lever Brothers found that certain delicate items of female underwear rotted when left in the new powder for a length of time. It cost the company £57 million to re-launch but Persil is now back as the number one selling washing powder in the UK.

Lucozade. Which was once the drink all mothers gave their sick children. However, by the mid 1980’s the sales had fallen dramatically. Some Brand Manager suggested that the product be ‘pulled’. Others said re-position it. It emerged as an energy drink, which sports personalities advertised. The company turned a weakness into a strength and the drink range now sells very well all over the world.

Levi’s, which once were the coolest things to wear. Then along came khaki and denim lost much of its appeal. The company reacted by shutting loss-making plants, redesigning their products and altering retail outlet layout. The product range is currently weal but it’s off the critical list.

Data 

The Food and Drink Industry accounts for 12% of the UK’s GDP.

The same industry employs 2.5 million people within the EU and has a turnover of 55 billion Eurodollars each year. 

Over 13 million soft drinks are consumed in UK each day and this means that over 5 billion are consumed each year.

The total turnover of the UK soft drinks business is £40 billion per year.

In some UK pubs a pint of soft drink costs £4.50p

Useful web sites

www.pg.com – the official site of the global company.

www.leverbros.com – the official site of this section of Unilever plc.

www.levi’s.com – the official site of this global clothing manufacturer.

Questions

1. Define what is meant by: (a) a fast moving consumer good and (b) the product life cycle.

2. Explain why you think the re-launch of the new range of Sunny Delight drinks will succeed.

3. How might Lucozade have altered its 4 P mix to turn a declining brand into a successful one?

4. Why did the once mighty Levi brand its market dominance?

5. Taking a product portfolio of your choice analyse how (a) the products complement each other (b) widen the segment coverage and (c) allow economies of scale to be achieved by the manufacturer.

Some guide answers to last weeks questions

1 (a) a monopoly is an industry in which there is just one producer. (b) the selling-off of a once state-owned industry to the private sector.

2. They appear to be suffering from a poor income stream, which in turn is causing cash flow problems. These will also be cause costs to be incurred, as shortfalls have to be covered with overdrafts. The events post 11th September have also impacted on the business, as have changes in aircraft types being used on routes and changes in the routes being flown.

3. They hope to gain new customers, as Belgians also like to visit Venice. By using assets in increasing amounts they hope to spread costs across more flights. They should be able to operate in a wider market and so gain more economies of scale.

4. The government can affect NATS in several ways. These include:

· taxes on fuel

· changes in corporation tax

· increased passenger taxes

· increases in VAT

· low growth performance within the economy

· rising price inflation

5. Experts consider the air traffic market for passengers to be increasing in coming years as they see low cost lines increasing market share, consumers disposable income continuing to rise, tastes firming on more short continental visits and even the continued lack of sunny days in UK seems to have been fed into their numbers!

