Introduction 

My name is Marcelo Bayas, I have been commissioned by White, Harte and Laine, marketing strategy specialists, to carry out in depth research and a careful analysis of existing market opportunities for innocent ltd.  
The aim of this report is to describe the meaning of a “market driven organisation” in relation to innocent and its customers. To carry out extensive research of the macro-environment that created the opportunity for innocent to built its success, to analyse potential opportunities and threats that innocent is likely to face in the next five years, and finally, it to conduct a Porters Five Forces analysis of the “smoothie” industry. I will conclude this report with recommendations of possible business strategies that innocent could pursue in the next five years. 
This report is required to be on my superior’s desk by the 11th of January 2010, allowing for time to gather sufficient information and meet the aims of this report accurately and effectively. 


innocent a Market Driven Organisation 
Innocent achieved great and rapid success by being able to understand the needs of customers carefully and devising a Market Driven Strategy (MDS) that satisfied those needs. The approach to MDS is always customer orientated, meaning the focus is purely on customers’ needs. This approach avoids “marketing myopia”, and delivers superior customer value as well as distinctive characteristics, which early adaptors find hard to copy.  
In the case of innocent, the founders saw that a trend for healthy eating was grabbing momentum in light of a British nation that was becoming intensively and rapidly more health conscious. The following quote demonstrates how this trend was forming.  
“It may be famous for its fish and chips and greasy breakfasts, but Britain is increasingly becoming a nation of muesli eaters.
Foods and drinks claiming health benefits has surged by 159% in the past two years.
Breakfast cereals earned top spot in the functional foods league, with sales up from £80m in 1999 to £175m last year.”
	BBC News, 5 April, 2002



The change in trend was due to issues regarding obesity across the UK and Europe.  In 2002, a Mintel report stated, “a fifth of the population is now classified as obese”. Between 1990 and 1999, 8,350 women were pregnant for the first time. A third of these women were obese, and their labour was either induced or required a caesarean operation. 
					Source: BBC News, 3 June, 2005
The product that the founders of innocent launched was a product that customers would feel is right for them, that is a healthy drink that customers could enjoy without guilt. Innocent went on to support green issues and responsible business practices. Their idea was to replace unhealthy drinks and be at everyone’s breakfast as well as in children’s pack lunch. 
The product that the founders had in mind was neither new, nor groundbreaking, but it would deliver superior customer value with distinctive characteristics. They branded a simple product so well that caught the non-alcoholic beverage market in the UK by surprise and was quickly perceived as an organisation that took customers’ health seriously. Innocent placed customers’ needs at its core, and used superior organisational skills to satisfy customers’ needs and change accordingly, which therefore explains why it is referred to as a market driven organisation. 




Trends in the macro environment 

Toward the end of the 1990’s there was a lot of social, legal, and health issues concerning obesity, and so the macro-environment in Europe and the US began to change and form a new trend. This part of the report looks at how this changing trend created the opportunity for innocent to build up a dominant position. 
3.1. Social Trends 
Around the 1998, discrimination against obese individuals was extreme in three important areas of living: employment, education and health care. A 2001 article by Rebecca Puhl and Kelly D. Brownell states:
“Fat jokes and derogatory portrayals of obese people in popular media are common. Overweight people tell stories of receiving poor grades in school, being denied jobs and promotions, losing the opportunity to adopt children, and more.”

The same article gives a tragic example of the extent to which discrimination against obese individuals was occurring. In the summer of 1999, a 14-year-old girl, characterized as sensitive and intelligent, was sent to a state juvenile detention camp in South Dakota. On July 21 of that year she was forced to run/walk 2.7 miles. The 5 ft 4” girl weighted 224 pounds. Shortly after she started the run, she collapsed on the floor, with pale skin, purple lips, frothing from her mouth and her eyes rolling back. 
The instructors sat nearby her, chatting and laughing, accusing her of faking. Four hours later, she was still lying underneath the sun; a doctor came and called an ambulance. Her organs had failed and she died. 
One study found that 28% of teachers believe that becoming obese was the worst thing that could happen to someone, and 24% of nurses are “repulsed” by obese individuals. 
Society’s behaviour towards obese individuals rapidly caught the attention of the media. Such discrimination raised even more concern in the macro-environment; as a result the trend for healthy eating gained momentum, as customer became more health conscious. 
We could say that the growth of this trend was encouraged by customers’ fear of being discriminated at work, in education or in the health system. However, legal and political aspects of the macro-environment also helped create the opportunity that innocent required for its success. This is discussed below.  

3.2. Legal & Political
In comparison to the rest of Europe, the UK has a significantly higher level of obesity. This part of the report analyses how law in the UK is used to prevent obesity amongst its population. 
The UK has numerous Acts of parliament that protects individuals against discrimination; such as the Disability Discrimination Act 1995, Employment Rights Act 1996, Sex Discrimination Act 1975 and Race Relations Act 1976. However, with regards to employment, the UK does not have a particular legislation that protects employees from being discriminated on the basis of their weight. 
The Employments Rights act 1996 makes it unlawful to dismiss or treat employees unfairly. Interestingly enough, there is statistical evidence to prove that obese individuals are treated different and earn less at work, so the extend to which this acts is enforced is questionable. A BBC article published 2 November 2009 states:
“Just half of the obese people in Britain (46%) bring in a personal income of more than £20,000, with the majority of obese and severely obese people questioned living on between £10k and £15k each year. This is half the amount of normal and overweight people, for whom the most common income is £20k-£30k annually”



Such statistical evidence has made obesity the most urging public health concerns in the UK, and a priority for the government. With this in mind, the UK government has taken numerous approaches to cease the growth the proportion of the obese population. An example of this is the UK ban of high salt, sugar and fat TV commercials. The following quote shows the level of concern regarding obesity in the UK, especially amongst children. 
“The new rule means adverts for food and drinks high in fat, salt or sugar cannot be broadcast around shows aimed at four to nine-year-olds. The new rules are one of a wide range of measures aimed at tackling child obesity”
						BBC News 1 April 2007
Furthermore, government actions such as commercial banning and ASA tighter policies regarding accurate description of products encouraged further the developing trend for healthier foods and drinks in UK. This also increased the amount of public support against junk food. 
The fact that this macro-environment trend was noticed early by the founders of innocent, meant that by the time other firms began changing their strategy, innocent had already began positioning their brand in the market appropriately. As a result, innocent had a time advantage over many of its competitors. 




To conclude this section, the activities in the macro-environment that created the perfect opportunity for Richard Reed, Adam Balon, and Jon Wright to build up such a successful organization, brand it accordingly to customers’ needs and position it strongly in the “smoothies” market are as follows. 

1. Society’s discrimination against obese individuals. Treating them different because they are simply overweight and not able to perform in the same activities that “normal” people can.
2. Media constantly informing and reminding people how the rights of those obese individuals are violated on a frequent basis, telling tragic stories about them and publishing studies that show how obesity is linked to many illnesses. Although the purpose of this might be to keep people informed, it often raises too much concern and even fear. 
3. Furthermore, lets not forget how the medium sized and big corporations use the media to harm and influence the way our society behaves. Beautiful, thin women and handsome, muscular men are often used in advertising as to make customers believe that, “if we buy their goods, we will be attractive”.  This is sending a direct message to our society that says, “thin is good, overweight is bad”. This is now so enforced, that it is hard to disprove. 
4. With regards to legal aspects, there are many antidiscrimination acts, none of which makes a clear reference to discrimination against overweight or obese individuals. The UK government is yet to put together an Act that protects the rights of overweight people.
5. Consumers changing their eating habits and demanding better quality food so as to live a healthier lifestyle and avoid any medical problems that arise from being overweight. Due to this increased demand and thousands of complaints to the ASA over the years, we have seen a rapid change in how food is now advertised. Most food now claims to have some sort of health benefits. Such complaints even managed to ban MacDonald’s from advertising its products in UK television. 













4. Opportunities and Threats for the Next Five Years 
Part of being a successful company requires careful analysis of market performance. That involves taking a close look at forces that drive the market, such as social, economic, political, technological, environmental, and legal. This part of the report looks at the opportunities and threats that innocent is likely to face over the next five years.  

	Opportunities
	Threats

	Find and make agreements with more fruit suppliers as to satisfy increased demand, and reduce supplier power over innocent
	Crop fields draughts and global warming 


	Expand sales when demand for substitute products is low
	Bad public relations 

	Reduce market price of smoothies
	



4.1. Opportunities 
By finding new suppliers produce the same high quality of fruits and vegetables innocent could make agreements with them and add them to the current list of suppliers. This means that as demand for innocent smoothies in the UK and the exterior continue to increase, innocent would be able to meet the quantity demanded and avoid shortages. Also, the more suppliers innocent has, the less control they have over innocent, therefore, innocent has more bargain power on the price of fruits and vegetables. 



Refreshment drinks are seasonal products that have high demand during summer and low during winter. This trend however, not to affect demand for smoothies as customers buy smoothies because of their health benefits. 
So, during seasons of low demand for refreshments, innocent could increase marketing activity as to encourage customers to buy innocent smoothies. The idea behind this strategy is to encourage customers to buy innocent smoothies with the money they had used to buy refreshing drinks. The effect would be increased sales during periods of low demand for refreshing drinks. 

In a saturated market and in the middle of a harsh economic climate, innocent could reduce the price of its smoothies as to attract customers with tighter budgets. The reduction of product margin per product will be compensated by increased demanded, as innocent would be selling a premium product for cheaper. This opportunity has the potential to increase profits further, even though the price per smoothie is lower. 


4.2. Threats 
Over the few years, innocent can expect to carry on receiving plenty of bad press due to the deal it made with Coca-Cola, and the partnership deal with MacDonald’s. Some customers have been so upset, that have been posting their thoughts to journalists. 
"Won't be buying your products any more. You have killed your brand forever."
The Telegraph by Louise Armitstead, 
posted on 11 April 2009

Part of why customers like innocent is because of its corporate image and good business practices. Innocent sold a 20% stake to Coca-cola, a company that does not have the best reputation. Coca-cola’s ethos is the opposite of innocent’s, and therefore, the deal between these two organizations is likely to affect innocent’s corporate image, as well as its sales over the next few years. Furthermore, bad press and public strikes will make things worst for innocent. 

Global warming can reduce the amount of fruits harvested each year, therefore limiting the amount of fruit supplied to innocent. This means that innocent would have to make and sell fewer smoothies. This means there will be a supply shortage of smoothies, and so innocent will make lower profits. 
www.feww.wordpress.com is a website concerned on environmental issues. On February 25 2009, this website posted an article stating: 
“Argentina’s 2009 crop production was 40-70 per cent lower than in 2008, depending on the crop”

The following pictures taken by NASA show how global warming is affecting crops and plantations around the globe.
[image: ]
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If this was the change of a tropical region in Argentina in just one year, innocent should start preparing to deal with the effects that global warming is going to have on those countries that are currently supplying innocent with fresh ingredients. 

5. Analysing the Macro-environment 
This section of the report will apply the Porter’s Five Forces model as to make an accurate analysis of the competition within the smoothies industry in the UK.  It is important that this analysis is conducted with care, as it could reveal the strength of innocent’s current competitive position and the strength of the position it is looking to move into. This analysis will consider the power of customers, power of suppliers, threat of new entrants, threat of substitutes, and competitive rivalry. 
5.1 Power of customers
The bargain power of customers in the market for smoothies is high, as the market is very much market driven. In 2008, PJ smoothies lowered their price down to £1.99 per litre. This reduced demand for Tropicana smoothies considerably (Mintel 2008). Even though PJ smoothies are considerable lower than Innocent smoothies, this price strategy did not affect the demand for innocent smoothies. This tells us that in addition to their health benefits, customers are buying innocent smoothies bearing in mind the company’s principles. Therefore, it is vital for innocent to sustain and strengthen its public relations. 

5.2 Power of Suppliers  
The majority of exotic fruits and vegetables that innocent requires for its smoothies are imported from overseas. There are numerous factors that give suppliers a high level of power over smoothie producers. These include the following. 
1. The number countries that can supply fresh fruits and vegetables in vast quantities are low in relation to the number of countries that demands these. Therefore, the power suppliers have over those businesses that produce smoothies is quite high, as smoothie producers have little choice of suppliers. 
2. Political trade barriers. If tariffs on UK imports go higher, supplying countries can reduce the amount they export to the UK, and supply more to countries with lower tariffs. 
3. Global warming and natural disasters can affect crops, and limit the quantity of fruit and vegetables able to harvest every year. The law of Demand and Supply tells us that as quantity supplied decreases, the price of quantity demanded increases. Therefore, suppliers control the price of the produce required to make smoothies. 







5.3 Threat of Substitutes 
There are numerous of products out there in the market that allow customers to make smoothies in their homes at their convenience. However, the smoothies market is hardly affected by these products, as customer see making their own smoothies as time consuming. Also, they may not be able to achieve the quality that they can find at supermarkets.  
In addition, customers have a choice of a range of smoothies available in the market from five different producers.  Innocent rivals also offer smoothies for a considerably lower price than innocent smoothies, yet innocent is still dominating the market. This is because customers are making their choice on quality and responsible business practices. 
5.4 level of competition 
The number of competitors in the smoothies industry is relatively low. The following table shows the market share of the smoothies industry in the UK. 
[image: ]
 


Source: Mintel 


Although the number of competitors is low, competition is intense. In 2008, Tropicana spent £1.7 million advertising Tropicana smoothies as an alternative to innocent. However, Tropicana’s advertising efforts affected innocent very little as in 2009, innocent’s market share grew to 83% IRI (21.03.09).
Regarding the rest of the market, Pj is trying to compete on a price basis, whilst other brands, including Smoothiepack, smoothie smile, Ella’s Kitchen amongst others, are currently competing for a small slice of the market. 
5.5 Threat of new entrants 
The chances that a sole trader enters the market and grow as rapid as innocent are very slim. The big players at the top spend millions of pounds every year advertising their smoothies. With regards to loyalty, innocent is now controlling 83% of the market. Hence, the barriers for new entrants are high. 
Nonetheless, companies with enough financial power can be expected to enter the smoothies market. As in the case of Tesco plc, introducing their range of smoothies in September 2007. Furthermore, Sainsbury’s also entered the market and currently offers a range of smoothies in one-littler carltons and 250ml bottles.  
To conclude, threat of new entrants is only from those organizations that are already successfully established and want a slice of this profitable market. 

6. Recommendations 
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