            Rural marketing-Pepsi   



ORIGIN OF PEPSI:





                               In 1965, PepsiCo, Inc. was founded by Donald M. Kendall, president and chief executive officer of Pepsi-Cola and Herman W. Lay, chairman and chief executive officer of Frito-Lay, through the merger of the two companies. Caleb Bradham, a New Bern, N.C. pharmacist, created pepsi-Cola in the late 1890s.   

                               No single foreign investment project has been the center of much attention and controversy in the late 1980s and early 1990s as the Pepsi Co project in India. The project, Pepsi Foods Limited, was cleared by the Indian government in September 1988 as a joint venture of Pepsi Co, Punjab government-owned Punjab Agro Industrial Corporation (PAIC) and Voltas India Limited. Before this project was cleared, PepsiCo made an attempt to enter into India as early as in May 1985, when it teamed up with Agro Product Export Ltd., a company owned by R. P. Goenka group, and sought permission from the central government to import cola concentrate and to sell a PepsiCo brand soft drink in the Indian market, in return for the export of juice concentrate from Punjab. Under this proposal, the main objectives put forward by PepsiCo were 'to promote the development and export of Indian made and agro-based products and to foster the introduction and development of PepsiCo products in India'. This proposal which was submitted to the Secretary at Ministry of Industrial Development received rejections on the grounds that the import of concentrate could not be agreed to and the use of foreign brand names as domestic tariff area (DTA) was not allowed.

                               Nevertheless, taking advantage of the ongoing political problem in Punjab at that time, PepsiCo successfully played the 'Punjab Card' and again put forward a proposal in 1986 with stress more on diversification of Punjab agriculture and employment generation rather than on soft drinks. The proponents of project called it as a second 'Green Revolution' in Punjab and projected it as harbinger of a horticultural revolution, which would end stagnation in Punjab's rural sector and would help in promoting small and middle farmers. A strong argument was put forward that this project will create ample employment opportunities for the unemployed youth who has taken the path of terrorism and thereby will help in restoration of peace in Punjab. This argument was well received in the political circles in Delhi and Punjab, which finally led to PepsiCo’s entry into India in the form of a joint venture with PAIC, and Voltas as its partners. The equity of Pepsi Foods Limited was divided among the partners with PAIC holding 36.11 percent, Voltas 24 and PepsiCo 36.89 percent. Coupled with the 'Punjab Card', PepsiCo also made certain commitments to Indian government, which also formed the basis of its entry. Some important commitments made by PepsiCo included: 

· The project will create employment for 50000 people nationally, including 25000 jobs in Punjab alone; 

· 74 percent of the total investment will be in food and agro- processing. Manufacturing of soft drinks will be limited to only 25 percent; 

· PepsiCo will bring advanced technology in food processing and provide thrust by marketing Indian products abroad; 

· State of the art technology would be provided in the fields of food processing and soft drink manufacturing at no foreign exchange outflow; 

· 50 percent of the total value of production will be exported; 

· An agro-research center will be established by PepsiCo in consultation with ICAR and PAU; 

· No foreign brand name will be used for domestic sales; 

· The export-import ratio will be 5:1 over 10 years, which means that for every dollar spends in foreign exchange on this project, the company will ensure an export earning of 5 dollars for 10 years; 

· 25 percent of the total fruits and vegetable crops in Punjab will be processed in the project; 

· A substantial increase in government revenue due to consumer market expansion and tax collection. 

                              The proposal concluded by stating how well the project fitted with broad objectives of the economy and how it 'specifically supported national priorities in area such as exports, agriculture, employment and technology.' 

FROM JOINT VENTURE TO WHOLLY OWNED SUBSIDARY: 




                               Pepsi is no longer a joint venture company with its Indian partners. Taking full advantage of liberalized policies, it has taken full control of Pepsi Foods. In 1994, Pepsi made an offer to both Voltas and PAIC to buy their equity at 'attractive' terms. Voltas sold all its shares to Pepsi while PAIC, being a public enterprise, was forced to pull out and now it holds less than 1 percent of the total equity in Pepsi Foods Ltd. Instead of taking strict action against Pepsi for not following its commitments, the Indian government has given more concessions to it in the post-liberalization period. For instance, it has allowed Pepsi to increase its turnover of beverages component to beyond 25 percent, and Pepsi is also no longer restricted by its commitment to export 50 percent of its turnover. 

                               Recently the government also allowed PepsiCo to set up a new company in India called PepsiCo India Holdings Pvt.Ltd, a wholly owned subsidiary of PepsiCo International. Surprisingly, the new company is also engaged in beverage manufacturing, bottling and exports activities as Pepsi Foods Ltd.  All the new investments by the PepsiCo International have been channelised through this new venture. It now handles 28 bottling plants with a sales turnover of Rs 500 crores, which is higher than Pepsi Food’s turnover of Rs.375 crore in 1996. (The Financial Express, April 21, 1997). Although the financial performance of both these companies in India has not been creditable so far, with total accumulated losses close to Rs.350 crore (except small surplus in 1996), yet it has been successful in achieving significant market share and brand royalty in India.

                               The company in recent years has not only bought over bottlers in different parts of India but also bought Dukes, a popular soft-drink brand in western India to consolidate its market share. It has also shrewdly consolidated its position through aggressive marketing and advertising in India. According to surveys conducted by many market research agencies, Pepsi now holds over 40 percent share in Indian soft drink market. In 1995 alone, the company's beverage business grew 50 percent, well ahead of the market, which expanded by 20 percent. Another important recent shift in Pepsi's marketing strategy has been its focus on Cola over other non-Cola brands. "We have single- mindedly focused on brand Pepsi" admits Rishi, Vice-President, Marketing, Pepsi. (Business India, January 15-28, 1996). 

                               At the international level, PepsiCo International has been focusing more on India where the consumption of soft drinks is expected to increase many-fold which is only three ounces per person now as compared to 200 ounces in Europe and over 300 ounces in North America. But, at the same time it is not realized that there is a vast difference between the purchasing power of an average Indian and North American as it takes an Indian 1.5 hours of work to be able to buy a bottle of Pepsi whereas for an North American, it takes less than 5 minutes. 

                               This experience of eight years clearly shows that Pepsi, totally preoccupied with selling soft drinks in India, has broken promises. The responsibility of implementation of commitments cannot be left to Pepsi alone. One should expect the state machinery to intervene and enforce these commitments on Pepsi. Surprisingly, there is a total silence on the part of state machinery. Thus, the question is - Who will force Pepsi to implement its commitments? 

DIFFERENT PEPSI-COLA PRODUCTS:
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· Pepsi

· Diet Pepsi

· Pepsi Aha

· Slice

· Mirinda

· 7-Up

· Aquafina Mineral Water

TYPES OF PRODUCTS:

                               Non-alcoholic soft drink beverage market can be divided into fruit drinks and soft drinks. Soft drinks can be further divided into carbonated and non-carbonated drinks. Cola, lemon and oranges are carbonated drinks while mango drinks come under non-carbonated category. The soft drinks market till early 1990s was in hands of domestic players like campa, thumps up, Limca etc but with opening up of economy and coming of MNC players Pepsi and Coke the market has come totally under their control. While world wide Coke is the leader in carbonated drinks market in India it is Pepsi which scores over Coke but this difference is fast decreasing (courtesy huge ad-spending by both the players). Pepsi entered Indian market in 1991 coke re-entered (After they were thrown out in 1977, by the then central government) in 1993.

                               Carbonated soft drinks major Pepsi India is now putting together a ‘cocktail’ to take a bigger ‘slice’ of the fruit juice market. Close on the heels of the launch of its global lemon drink Twist in an Indian avatar as Pepsi Aha, Pepsi, once again, is all set to roll out another global product—in a localized version. Come June 2002, and Pepsi will roll out the blends of its international fruit drink Twister in the country, albeit, with a difference. In India, Twister blends will be launched as mixed fruit cocktails under Pepsi’s existing juice brand Slice. Pepsi spokesperson, when contacted, confirmed the launch but said the products will be launched on an ‘experimental basis’ for three to four months beginning June 2002. However, confirmed sources said that the product has been test-launched and is ready for a formal launch in June. Globally, the proposed Slice fruit blends exist under Twister brand and are available in over 10 flavors and in various packaging options. 

                               However, in India, while the blends will be decided as per local tastes and as per the availability of fruit pulp, packaging will be 

restricted to cartons only. Among the four to five flavors planned, strawberry-peach and kiwi-guava are some of them. However, the new product could be priced a little higher than Slice since Twister—originally—is believed to have more than 15 per cent juice content. Slice, on the other hand, is a 15 per cent juice drink positioned at the mass-end; against the 100 per cent fruit juice Tropicana, which is at the top-end. Pepsi’s decision to launch Twister flavors as Slice variants rather than the original brand itself follows the company’s decision to make Slice the mother juice brand in India. 

                               The company had at one time contemplated bringing Twister in its original self to India but the plan was later shelved. “Internally we have been debating whether to go ahead with Twister or keep Slice as a mother brand for juices,” the Pepsi spokesperson said. The move, point out industry observers, is clearly aimed at saving costs of launching an altogether new brand and instead cash in on the potential of a existing juice brand. A Rs 200-crore brand, Slice was originally launched as a mango drink in returnable glass bottles. Last year, in fact, Pepsi launched a new advertising campaign to rejuvenate the brand’s mango positioning. And early this year, it was launched in cartons and more recently—three new flavors—orange, leechi and guava—were added to the brand.

                               Burdened by high cost of production of returnable glass bottles, Pepsi India has decided to look at the most sought after packaging alternative—flexible packaging—more seriously. The company through one of its prime bottler Mr Ravi Jaipuria of Varun Beverages Ltd is now setting up a new carton line (tetrapack) at its existing bottling plant at Noida in Uttar Pradesh.

                               The plant with a capacity of 5,000 to 7,000 cases per day will be used to pack Pepsi’s juice drink Slice and its new variants in 200-ml cartons. The product is currently being packaged at Dynamix Diary at Baramati in Maharashtra, where Pepsico’s 100 per cent fruit juice Tropicana is also manufactured and packaged. The Noida slim line carton plant—which is expected to take off shortly—will cater to the north market and will help the company cut huge transportation costs.
THE SOFT DRINK MARKET:

                               The soft drink markets can be segmented on the basis of place of consumption or on the basis of type of products.

                               The segmentation on the basis of place of consumption divides the market into two parts: -

· On-premise-80% of the consumption of soft drinks is on premise i.e. restaurants, railways stations, cinema etc. 

· At-home- the rest 20% of the market compromises of the soft drink purchased for consumption at home. 

                               The market can also be segmented on the basis of types of products into cola products and non-cola products.

· Cola products account for nearly 61-62% of the total soft drinks market. The brands that fall in this category are Pepsi, Coca-Cola, Thumps Up, and diet coke, Diet Pepsi etc. 

· Non-cola segment which constitutes 36% can be divided into 4 categories based on the types of flavors available, namely: 

· Orange 

· Cloudy Lime 

· Clear Lime 

· Mango 

i.         Orange flavor based soft drinks constitute around 17% of the market. The segment is largely dominated by national brands like Fanta of Coca Cola and Mirinda Orange of PepsiCo, which collectively form15% of the market rest of the market is in hands of smaller brands like Crush (earlier of Cadbury Schweppes and now of coca Cola), Gold Spot etc. 

ii.         Cloudy Lime flavor constitutes 14% of the market and is largely dominated by Limca of coca cola and Mirinda Lemon of PepsiCo. Limca is the market leader with around 70-75% of the market followed by Mirinda Lemon. 

   

iii.          Clear Lime: this segment of the market witnessed good growth initially with all the players launching their brands in the segment. But now the growth in the segment has slowed down. The brands available in this segment are 7 Up of Pepsi, Sprite of Coca Cola and Canada Dry (earlier of Cadbury Schweppes and now of Coca cola). The segment constitutes 3% of the total soft drinks market. 

iv.         Mango: this flavor segment constitutes 2% of the total soft drinks market and it directly competes with mango based fruit drinks like Frooti. The leading brands in this segment are: Maaza of Coca Cola, Mangola (Earlier of Dukes now of PepsiCo) and Slice of PepsiCo. 

                               There is very thin line of difference between the clear and cloudy lime. The most obvious feature is that clear lime has to be bottled in green bottles as sunlight harms the drink and changes the taste.

There are some small local brand sat city or regional levels. Most of these are either merging with the two big players (Coca-Cola and Pepsi) or they command a very small – less than 3%, of the total market in their respective areas.

MARKET SIZE AND GROWTH:

                               Soft drink market size is around270mn cases (6480mn bottles). The market, which was witnessing 5-6% growth in the early‘90s and even slower growth at around 2-3% in late 80s. Presently the market growth has slowed down with growth rate of 7-8% per annum compared to 22% growth rate in the previous year. The market size for FY01 is expected to be 7000 million bottles.

                               The market growth of 22% till last year has got stifled due to high excise duty of 40% leading to higher price of the end product.

Market Characteristics:
                               The soft drink market is highly skewed in terms of place of consumption, in terms of regional distribution & soft drink flavors as well as in terms of SKUs.

                              While 80% of the consumption is impulse based outside home 20% comes from consumption at home. This trend is slowly changing with increase in occasion led sales. Changing life style, increasing urbanization and impact of liberalization has slowly and gradually started moving the market from impulse led to occasion led and home refrigeration led consumption.

                               The market preference is highly regional based. While cola drinks have main markets in metro cities and northern states of UP, Punjab, Haryana etc. Orange flavored drinks are popular in southern states. Sodas too are sold largely in southern states besides sale through bars. Western markets have preference towards mango-flavored drinks. Diet coke presently constitutes just 0.7% of the total carbonated beverage market.

                               In terms of SKUs the market is skewed towards 300ml, which constitutes around 80-85% of the market, rest is in the form of other 

pack sizes. But with increasing occasion led and home refrigeration led consumption the sales of bigger SKUs like more than 1 Litre pack sizes has increased this has led to increase in contribution from PET bottle sales to 15% of the total turnover in FY00. And most of these PET bottle sales, up to 75% are in urban areas.

                              Another skew ness is in terms of the time of the year when the consumption takes place. Most of the sales of soft drinks take place during summers while just 5-6% of total sales take place in winters. In summers the high season lasts for 70-75 days, which contributes more than 50% of the total yearly sales.

                             Another peculiar feature of the market is that of positioning and targeting of various brands. While Cola brand of Coke is targeted at teen-agers and is positioned as refreshment for mind and body. Its Thumps Up brand is targeted at people in age group of 20-29year positioned as thing for adventure-loving, successful and macho person. Fanta is targeted at consumer’s inpre-teen age group and is positioned as fun thing. Sprite is targeted towards teenagers positioned to convince them to follow their instincts and not to fall for false pretence. Maaza is positioned as family drink while diet coke is targeted towards health and figures conscious people especially teenage girls.

                                    The distribution network of Coca Cola had 6.5 lakh outlets across the country in FY00 which the company is planning to increase to 8lakhs by FY01.On the other hand PepsiCo's distribution network had 6 lakh outlets across the country during FY00 which it is planning to increase to 7.5 Lakh by FY01.
Market Share (in %):
	Brand Name
	Market Share (in %) 
	Market Share (in %) 

	Pepsi 
	41
	49

	Coca Cola
	57
	48


CONSUMER HABITS AND PRACITCE:
· Soft drinks come under the category of products purchased in impulse. Though the market is marred by brand loyalty the purchase decision itself is a low involvement decision. This attitude of impulse buying is slowly changing to occasion-led buying and also to some extent to consumption through home refrigeration particularly in urban areas. 

· The market is slowly moving from non alcoholic carbonated drinks to fruit based drinks and also to plain bottled water due to lower price and ready availability. 

· Consumers purchase soft drinks primarily to quench thirst. Therefore people traveling and not having access to hygienic water reach out for soft drink. This accounts for a large part of the sales. 

· Brand awareness plays a crucial role in purchase decisions. 

· Consumers prefer convenient and economy products. 

· Availability in the chilled form affects the purchase decision. This has made both the companies to push its sales and to increase its retail distribution by offering Visi Coolers to retailers. 

· While there is no aversion to consumption of soft drinks by any age group, the main consumers of this market are people in the age group of 30 and below. 

· Product differentiation is very low, as all the products taste the same. But brand loyalty is high in the case of kids and people in the age group of 20-30 yrs. 

· Consumers are sensitive to the outlay where the purchase of beverages is concerned. Hence the market is price sensitive. 

· Due to the high cost of soft drinks, a lot of times consumers prefer beverages like tea, coffee or other drinks like sherbet and squashes. 

· Per capita consumption in India is among lowest in the world at 5 bottles per annum compared to 80 bottles in Thailand and 800 bottles in USA. 

· While 75% of the PET bottle consumption is in urban areas the 200ml bottles sales are higher in rural areas 

RETAILER’S PERCEPTION:
                              A survey was conducted to study the retailers’ views of the present market, future trend and the consumer behavior patterns. The findings of the survey are as follows:

· Retailers stated that the consumers are loyal to the particular segment of the soft drink i.e. cola, orange or lemon. But as far the loyalty for the brands in each segment is concerned, it is not very significant. 

· 43% of the retailers surveyed told that in soft drinks advertising is the key component in driving sales. While 32% stated promotional schemes and 20% brand loyalty as the reason. 

· As consumers are not very brand loyal where the purchase of soft drinks is concerned, the retailer push becomes a critical issue. They usually sell the product in which they get the maximum benefit. For this, the companies try to offer them higher margins. 

                               While distributors get margin of Rs8-9 per crate (1 crate= 24 bottles) at 3-4% of MRP, retailers are given a margin of 10-12% of MRP. The retailers are not happy with this, as the cost of refrigeration is very high for soft drinks. To over come this problem the companies are offering visi-coolers schemes to their main retailers.

COLA WARS:




                               Coca-Cola controlled the Indian market until 1977, when the Janata Party beat the Congress Party of then Prime Minister Indira Gandhi. To punish Coca-Cola's principal bottler, a Congress Party stalwart and longtime Gandhi supporter, the Janata government demanded that Coca-Cola transfer its syrup formula to an Indian subsidiary (Chakravarty, 43). Coca-Cola balked and withdrew from the country. India, now left without both Coca-Cola and Pepsi, became a protected market. In the meantime, India's two largest soft-drink producers have gotten rich and lazy while controlling 80% of the Indian market. These domestic producers have little incentive to expand their plants or develop the country's potentially enormous market (Chakravarty, 43). Some analysts reason that the Indian market may be more lucrative than the Chinese market. India has 850 million potential customers, 150 million of whom comprise the middle class, with disposable income to spend on cars, VCRs, and computers. The Indian middle class is growing at 10% per year. To obtain the license for India, Pepsi had to export $5 of locally made products for every $1 of materials it imported, and it had to agree to help the Indian government to initiate a second agricultural revolution.

                               Pepsi has also had to take on Indian partners. In the end, all parties involved seem to come out ahead: Pepsi gains access to a potentially enormous market; Indian bottlers will get to serve a market that is expanding rapidly because of competition; and the Indian consumer benefits from the competition from abroad and will pay lower prices. Even 

before the first bottle of Pepsi hit the shelves, local soft drink manufacturers increased the size of their bottles by 25% without raising costs. 

                               The new battleground for the cola wars is in the developing markets of Eastern Europe (Russia, Romania, The Czech Republic, Hungary, and Poland), Mexico, China, Saudi Arabia, and India. With Coca-Cola's and Pepsi's investments in these countries, not only will they increase their sales worldwide, but they will also help to build up these economies. These long-term commitments by both companies will raise the level of competition and efficiency, and at the same time, bring value to the distribution and production systems of these countries. Many issues need to be overcome before a company can begin to produce its goods in a foreign country. These issues include political, social, economic, operational, and environmental topics, which must be addressed. When companies like Coca-Cola and Pepsi effectively analyze and solve these problems to everyone's liking, new foreign markets can translate into lucrative opportunities in the long run.

                               The ongoing cola war between global rivals Pepsi and Coca-Cola has taken a weird twist in India with the former dragging the latter to court. The charge: Coca-Cola has snatched employees, bottlers, and agents, all of whom are bound to Pepsi by a contract. 

Pepsi has charged Coke with having entered into a conspiracy to disrupt its business operations by inducing key employees and associates to break existing contracts illegally. 

                               Pepsi has sought a permanent injunction and an ex parte order against coke, restraining it from taking away Pepsi's employees and business associates. Pepsi has also reserved the right to seek financial damages from Coke at a later date if necessary. 

                               Pepsi has claimed that a dozen middle-level managers and three territory managers broke their contracts with Pepsi to join Coke in recent months, while during the last year and half, seven managers quit Pepsi to join Coca-Cola. 

                               Justice C M Nayar of the Delhi high court on April 17 issued notices and summons to Coca-Cola and 15 others for May 6. However, Justice Nayar refused to grant the ex parte injunction sought by 

Pepsi India to stop the alleged inducements by Coke in offering employment to Pepsi's employees while the suit was pending in court. 

                               On behalf of Pepsi, Ashok Desai and Arun Jaitley contended that Coca-Cola had been "rattled by the huge success of Pepsi in India entered into a conspiracy during the last six months to cause loss and damage to Pepsi's business interests by adopting unfair and illegal means." 

It added that Coca-Cola had approached many key managers and had successfully lured a commercial manager of its bottling business Gaurav Duggal, and a manager in Surat Sailesh Joshi, besides others. 

                               Pepsi charged that while initially these approaches were sporadic, over the last six months it is clear that Coca-Cola has changed its strategy and has decided to consciously target and approach key employees of Pepsi at various locations in India. 

                               The company has alleged that in most cases, the employees have not been given time to adhere to the 90-day notice period and the one-year confidentiality agreement. The latter deal bars employees joining its rivals for at least a year. Desai claimed Coke's actions would directly harm the business interests of Pepsi, which had invested over $300 million in the country in establishing business infrastructure. 

                               In its defense, Coke is expected to seek relief in the Indian Constitution, which states that there can be no restriction on the movement of labor. Besides, any effort by a company to restrict its employees from joining other companies might fall foul of the Monopolies and Restrictive Trade Practices Act as an unfair trade practice. Pepsi has cited the instance of Coke snapping up cricketer Javagal Srinath in spite of the latter signing a contract with Pepsi's sports consultant, 21st Century Media. However, media reports, quoting sources, said that Srinath's contract had been only in the verbal stage. 

                               Similarly, Pepsi has charged Coke with inducing the Board of Control for Cricket in India to give the sponsorship of the recently concluded Pepsi Triangular Cricket Series to coke, as acknowledged in the BCCI submission before the Bombay high court, even while a contract was signed with Pepsi. Pepsi has listed the case of Coke trying to induce its music consultant DNA Networks Private Ltd, which organized the Yanni show, to snap its ties with Pepsi and join Coke. 

                               Incidentally, in results announced for the first three months of the year, Pepsi has swept Coca-Cola aside. Pepsi has reported a growth of 27 per cent compared to Coke's 21 per cent during the same period. In the first three months of last year, Pepsi grew by 18 per cent only. 

Coca-Cola India chief executive Donald Short had announced that Coke would grow by at least 20 per cent for the whole of 1998. Coca-Cola, along with the Parle brands it acquired when it came into India -- Thums Up, Limca, and Gold Spot -- continue to dominate India with a 55 per cent market share to Pepsi's 43 per cent. But in the cola segment, Coke comes a poor third after Thums Up and Pepsi. 

                               If summer is at its peak, can a cola war over market shares be far behind? Interestingly, it’s the same saga, yet again, with each of the two soft drink majors Pepsi Foods Ltd and Coca-Cola India claiming market leadership based on different surveys. 

                               Based on an ORG-MARG survey, Coke, on Thursday, claimed an overall gain of one per cent market share to reach 58 per cent market share of the carbonated soft drink (CSD) market for the quarter ended June 2002. 

                               However, contesting Coke’s claim, Pepsi cites an IMRB study which says that while Pepsi, too, has increased one share point in the CSD category to reach 48 per cent, Coke’s market share stands only at 50 per cent in June 2002 rather than the claimed 58 per cent. 

                               Announcing its results for the second quarter ended June 2002, Coca-Cola India, on Thursday, claimed a 26 per cent growth in the CSD sales volume against the same period of the previous year. 

                               The main growth drivers, according to Mr. Sanjiv Gupta, deputy president, Coca-Cola India, were its rural initiatives for CSDs and driving affordability through lower price points and strengthening distribution. 

                               During the period under review, Coke launched 200 ml glass bottles nationally at Rs 5 and Rs 6. The business model was developed to tap the rural market and the low-income groups. In the packaged drinking water segment too, Coke claims to have consolidated its position in the market by raising its brand Kinley’s market share to 31 per cent from 26.7 per cent in the quarter ended March ’02. 

                               Meanwhile, Pepsi, countering Coke’s claims, also announced growth rates for the quarter ended June ’02 based on a revised retail sales audit by IMRB, which now covers 54 cities instead of the earlier 24 cities. A Pepsi release on Thursday said it reported a record growth in its beverages segment in the quarter ended June 2002, and has increased one share point in the CSD category. 

                               While the growth is led by CSD, which has grown a high double digit, the focus on bottled water has reaped rich dividends on an unprecedented growth of 150 per cent, the company said. “Aquafina, which is still not fully national, is the fastest growing bottled water brand in the country,” claimed Ms Vibha Rishi, executive director (marketing), Pepsi Foods Pvt. Ltd.  According to Ms Rishi “the growth has been driven by an excellent consumer response to Pepsi-Aha which has delivered incremental sales.” The newly launched variant of flagship brand Pepsi is on way to becoming a Rs 100-crore brand by the end of the current year and had already notched up sales worth Rs 70 crore, a Pepsi spokesperson said.
THE RURAL MARKET:
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                               The only thing you can say with certainty about the Indian rural market right now is that it is the best trading ground for both Indian and multinational corporations. A burgeoning, untapped market estimated at nearly 150 million stretching across the length and breadth of the Indian subcontinent. 

                               The vision has long fascinated Indian organizations as well as MNCs. And now, the dream is blazing brighter than ever as the Indian rural bazaar is displaying a market trend towards consumerism, outpacing the urban market in its ever-increasing demand for durable products like wrist-watches, fans, televisions, video cassette recorders as also non-durables like nail polish, lipstick, ice-cream, shampoo and mosquito repellants. 

                               "It's astounding... the rural market is now speaking the voice of the city. Our sales have recorded a near hundred percent jump in the countryside during the last year," remarked Maruti Udyog Limited's marketing director Jagdish Khattar. 

                               It has been primarily attributed to a spurt in the purchasing capacity of farmers now enjoying an increasing marketable surplus of farm produce. In addition, an estimated induction of Rs 140 billion in the rural sector through the government's rural development schemes in the Seventh Plan and about Rs 300 billion in the Eighth Plan is also believed to have significantly contributed to the rapid growth in demand. 

                               Statistics presented at the meet assessed the market size for nail polish at around Rs 270 million in rural areas as against only Rs 81 million in the cities. Similarly, the market for lipsticks is worth around Rs 250 million in rural areas, compared to only Rs 131 million in the urban segment. Face cream demand in villages estimated at about 1,099 tonnes far outstrips that in the cities at about 426 tonnes, shampoo too has more potential in rural bazaar (about 2,257 tonnes) than urban markets (about 718 tonnes). The rural market for mosquito repellents is reckoned at around Rs 173 million against a mere Rs 79 million in urban centers. 

                               Among the items whose market share is on the rise in rural regions are colour and B&W television sets, cassette recorders, VCRs, pressure cookers, mixer-grinders, refrigerators, ceiling and table fans and sewing machines. Geysers, which had almost no takers in the countryside till the middle of 1980s, have made an inroad into this market with an estimated share of little less than 1 per cent. 

                               "In my opinion, the basic surge in the purchases of consumer products is not confined to the people with high levels of income in India. Even those who appear to be poor, and have amongst the lowest levels of income, buy and use such products," remarked S L Rao, former director general of the National Council for Advanced Economic Research. 

"The rural market is a significant part of our marketing strategy which enables us to help the consumer link with our product," remarked Coca-Cola India's marketing director Sanjeev Gupta, while answering queries on the multinational's attempts to paint the holy city of Haridwar red. 

                               The mood in the holy city and the neighbouring town -- where rival Pepsi had a complete sway -- underlined the fact that the cola 

giants would do almost anything and everything to grab both consumer attention and a slice of the market that is estimated at a whopping 206 million cases and growing at an encouraging pace of 16 per cent per annum. 

Coca-Cola India currently leads the table with a 54.7 per cent market share followed by Pepsi's 40.4 per cent. 

                               "The Indian market is constantly changing and is now fiercely competitive today. And in the process of understanding the market, we have segmented the rural Indians a key factor. Primarily because that market is growing in a much larger proportion as compared to the urban scenario," said) PepsiCo India's vice-president (corporate communications Deepak Jolly. 

                               Not just this, aware of the power-starved Indian summer, Coca-Cola has found a unique tool for the Indian market. Metal boxes containing a base of ice, thereby eliminating the need for electricity. And the price Rs 5 for a 200 ml cup. As many as 3,000 of such 15 kg carts rolled out in the dusty, pot-holded streets of the price-conscious rural markets of Bihar, Uttar Pradesh, Gujarat and West Bengal this summer. 

                               "Events like the Kumbh Mela where more than 10 million visit are once in a lifetime marketing opportunities that enables a company -- either Indian or multinational -- to understand the importance of the rural market. And companies are getting extremely excited about the huge numbers that rural India presents," remarked Delhi-based rural marketing firm, RC&M's Rajesh Monga. 

                               Significantly, most of the purchases are made from the household's own income. Hire-purchase schemes and loans account for only around ten per cent of rural buying. As a result, an increasing number of companies are making a beeline for the villages and smaller towns. According to data presented at the seminar, watches continued to be the most preferred gift items in the countryside. Another emerging trend was the rural buyers' disenchantment for second-hand items, unless it was something like a radio, cassette recorder or a table fan. 

IDENTIFYING THE RURAL MARKET:

                               The total market is normally too large and fragmented to be viable target for a firm's marketing efforts. Therefore, a business will select a target market-a group of customers with similar characteristics who currently, or who may in the future, purchase the product. two broad approaches can be adopted when selecting a target market: the total approach or the market segmentation approach
                               Total market approach-applies when a firm targets the total market for a particular product. The firm develops a single marketing mix and directs it at the entire market for the product. This means there is one type of product with little or no variation, one promotional program aimed at everyone, one price, and one distribution system used to reach all the customers.

Market segmentation approach:
                               It occurs when the total market is subdivided into groups of people who share one or more common characteristics.
                               Marketers use for main variables when segmenting the total market:
· Demographic- age, gender, ethnicity, income, occupation, education level, religion, family size and social class 

· Geographic- urban/suburban/rural location, region, climate, landform
· Product related- regular use, first-time use, brand loyalty, price sensitivity, end use
· Psycho graphic- personality, motives, lifestyles
MARKETING STRATEGIES: 
· For a business to be successful with its marketing activities, it will need to: undertake a "situational analysis", including a SWOT analysis. A business must continually identify and take advantage of opportunities if it is to retain a competitive advantage over its rivals or competitors. This will also involve continual improvement in the organization and operations of the business and the development of a marketing plan. 
· Identify the target markets that the business wants to pursue. This is where a business distinguishes between the different groups that make up the market. This can be done on demographic (e.g. age and sex), geographic location or psychographics (consumer behavior) variables. 
· Develop a marketing mix appropriate to the target markets. 
· Put a marketing management system in place to collect data on items such as the marketing strategies or product sales so that informed decisions can be made about future marketing activities. 
 

THE MARKETING MIX-4 P’S WITH SPECIAL REFERENCE TO PEPSI:




Product: 
                               A business needs to consider the products that it produces and the stage of the product life cycle that a product is at. Marketing strategies will vary according to the type of product and its stage in the life cycle. 

                               In case of Pepsi, in the rural markets, the 300ml bottle and now days the new small or commonly known as the “chota pepsi” is very much popular. The Pepsi Co. is even thinking of introducing their new Pepsi-Aha, but presently they are concentrating more on the normal pepsi as the rural market is a niche market. Pepsi is even successful in introducing the big 1-1.5 liter PET bottles in the rural markets. These big bottles are very popular during big festivals and marriages. 

Price: 
                               Most businesses use a "cost plus" method for setting the prices of their products. This involves determining unit production costs and then adding in a profit margin. However, many other factors are involved. Consider "perceived price" (what you think consumers will be prepared to pay), demand elasticity (is it elastic or inelastic?), competitors' pricing (can you afford to undercut their prices?), pricing objectives (what do you want to achieve Ð increased market share? increased profits? market leadership? etc.) 
Example 2 Perfume 
· How much does it cost to make? 
· Can businesses afford a "price war"? 
· Why is Coca Cola so successful?
                               As far as the pricing goes, the 300 ml Pepsi bottle is priced at Rs. 10. But the company soon realized that this pricing worked in the urban markets but not in the rural markets as in the rural markets, Pepsi is not a necessity but a luxury. They found out that people in the rural markets bought cold drinks only if there was some occasion. A price point of Rs 10 for a 300 ml bottle has proved a major deterrent: it has kept away new consumers in the urban and semi-urban pockets, and it has blanked out the far larger rural markets where annual per capita consumption is less than a bottle. So the Rs. 10 bottle was not that successful. But their sales increased after introducing the “chota Pepsi”. This 200ml Pepsi was reasonably priced between Rs.5- Rs.7. This was a major weapon for the expansion of the rural market. Pepsi expects the small-size offering to account for 30 per cent of volumes this year compared with 18 per cent last year.
                               But there are other areas of concern — principally that the 200 ml offering should not cannibalize 300 ml sales. In that case, there will be no market growth. That is why pricing could be crucial. Pepsi, for instance, has reckoned that giving consumers 33 per cent (100 ml) less cola at 50 per cent of the price (Rs 5) is not a sustainable option and can, at best, be used as an introductory offer.
                            The conclusion is based on hard facts. Last year, the beverage giants test-marketed 200 ml bottles at a price of Rs 5. Instead of growth, Pepsi discovered that 300 ml drinkers merely shifted to the 200 ml variant, the market remained stagnant and everyone lost money. The conclusion was clear: cutting prices does not necessarily expand the market.
Place 
                               This generally refers to the physical locations of product sales as well as the methods of distribution. However, it is also considered to be the "place" or "position" in the market of the product; refer to information below. Businesses need to make many decisions related to "place": access, parking, competition, physical location etc. 

                               It’s the most important P in the cola wars — Place. And nothing evokes more passion in Pepsi and Coke than distribution. Major innovation is underway on the distribution front at Pepsi, pre-selling being the biggest of all. It’s been successfully test marketed in Bangalore, Baroda and Coimbatore — and may soon roll out nationally.
                               In case of the distribution network, there is no involvement of wholesalers in the distribution of products. It is more like an agent network. The companies have divided the country into various regions and established a franchisee in each region. The franchisees have their own bottling plants and manage all the day-to-day operations. However, of late, the soft drinks companies have started setting up company owned bottling units have been acquiring some of its franchise bottles. 

                               In the current system, the strike rate in the Delhi market is about 40 per cent, which can be improved to 80 per cent in the peak season, claims a franchise director. The result for Pepsi could be significant 

savings. “Colas service just 7.5-8 lakh accounts compared to the other FMCG players who service three times the number. Innovation in our distribution system will take us closer to the 21 lakh figure,” says Vats, a franchise director.
                               Pepsi believes in direct distribution whereas Coke doesn’t. It mainly concentrates on dealers and most importantly cutting costs. “There are plenty of innovations possible in distribution that can cut costs”, says a Pepsi official.
                            For Pepsi, the rural market is a chosen thrust this year. It has targeted to reach 20 to 28 per cent of the rural population in the first year of this operation. In the first stage, the corporation is planning a massive roll out in villages with populations of 5000. To do this effectively, Pepsi is focusing on establishing a cold chain.
                            The company has developed special freezers that allow its products to stay chilled despite power cuts of three to four hours. It will also use traditional iceboxes to sell its product in rural India. For the rural markets, Pepsi is looking at the wholesale route since the logistics of direct distribution are too huge to handle in the interiors.
Promotion 
                               This refers to the promotion of the product to the target market. This is achieved through a combination of: advertising: use of electronic and print media. The "reach" (how many people will see the advert), frequency (how many times will I advertise the product?) and impact of the advertising must also be evaluated. 
                               Personal selling: what happens in the "shop", contact between sales people and consumers or customers. 

                              Sales promotion: use of gimmicks and incentives e.g. competitions. 

                               Sponsorship and promotional licensing: including specific products sold under license that promotes the business (e.g. football jumpers). 

                               Publicity or public relations: "adversarial" in local papers or special promotional materials.

                               Due to the cola wars promotion, and advertising has always been an integral part for both the cola cos: Pepsi and Coke. But for the first time perhaps in the history of cola wars, the strategies of the two giant cos are diverging in India. Whether it’s business or product strategies or the critical distribution game plan, the archrivals are taking roads that do not meet. Mr. Bakshi of Pepsi Co. is bringing a change in their distribution and marketing strategies. Now days where Coke is concentrating more on the 200ml bottle, Mr. Bakshi of Pepsi says “The 200ml bottle gets zero demand in the rural market.” He is concentrating on the 1.0 liter bottles of Pepsi. The Pepsi Co. had used an excellent marketing strategy here. During the Lagaan mania they were distributing free tickets in the rural markets along with their 1.5-liter PET bottles. Pepsi made this 1.5-liter PET bottle very famous for their special festive occasions and marriage.

                               Well the popularity of the product has also increased due to their advertisements or basically famous cricket and bollywood personalities endorsing this product. For instance the Sachin “Aala re Aala” advertisement where even he is wearing a mask along with those rural kids. Or you can even take the new Sachin and Amitabh Bachchan advertisement where both of them say “ Yeh Dil Maange More!!!!!!!” Sachin has done many advertisements for Pepsi in the span of 10 years.

                               Pepsi’s rural market advertisement- Pepsi has unveiled a major campaign in Andhra Pradesh, roping in top Telugu film star, Pawan Kalyan, even as the star's elder brother, Chiranjeevi, is into pushing Coca-Cola's Thums Up. Pawan Kalyan, however, ruled out any rivalry between him and his brother. Though he will sing Yeh Dil Maange more, his brother will say Yeh Dil Maange no more. “We have our lives and we have our own choices,” he said on the possible in-house cola feud. 

                               Pepsi also kicked off a rural campaign, spread over two months. Decorated Pepsi vans will roll out into market of the State. Every consumer drinking a Pepsi from these vans will get to play a game and win prizes. These include Pawan Kalyan memorabilia, T-shirts, autographed posters and calendars. 

                               Explaining the reason for choosing Pawan Kalyan to endorse Pepsi, Mr. Rohit Ohri, Director HTA, Pepsi's ad agency, said Pepsi and Pawan Kalyan were going to be an ideal combination. “Both are so youthful, energetic and fun-loving,” he said. Mr. Vijay Shanker Subramaniam, Vice-President (Marketing), Pepsi Foods Ltd, said the company was starting an “aggressive campaign” in Andhra Pradesh. Apart from the van operations, which were flagged off by Pawan Kalyan, other campaigns have been lined up throughout the year. 

                               Later, Pawan Kalyan presented a cheque for Rs 5 lakh to Mr. Mehmood Ali, a mechanic with the Andhra Pradesh State Road Transport Corporation for winning Pepsi's Mera number ayega campaign. 

                               Lastly, we all know that though Coke ranks 1st with 57 % of the market share (which includes Thums –up too), Pepsi ranks 2nd with 43% of the market share. The Pepsi Co. has fought a bitter struggle upwards starting from a zero market share. When Pepsi entered the market in 1989, they faced the daunting task of pacifying Indian swadeshi activists alone. Their trucks were smashed and offices ransacked so as to dissuade them from entering the Indian market. Whereas when Coke entered (or re-entered) the Indian market in 1993, the situation had been smoothed out by Pepsi already, and the atmosphere was extremely conducive to foreign multinationals coming to India. Therefore, though Coke ranks 1st, it got this position only after introducing the Parle products who already had a 70% market share at that point of time. Presently Pepsi Co. is also concentrating on its other products like slice, mirinda and aquafina. Their next aim is to popularize their other products like sodas, then the new Pepsi Aha- the apple drink and beat coke to become the new market leader.
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