Pepsi’s Crystal Fiasco
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Clear = Purity and health

In 1992, Pepsi launched a new colorless soda called “Crystal Pepsi”. Consumers wanted purity and Pepsi believed a clear soda without color was the answer as it signified purity and health. Pepsi marketed the new formula as caffeine-free, pure alternative to the classic reddish brown normal colas. At the time, soda products were gathering a negative unhealthy image and consumers preferred more healthy alternatives like natural juices.

Crystal Pepsi = Pepsi = Confused customer

The market already had a long list of colas, diet colas, caffeine colas, among others and Pepsi believed why not have another cola. After test marketing it in a few areas and receiving a fair response, Pepsi launched Crystal Pepsi in April 1992. The marketing slogan for Crystal Pepsi was “You’ve never seen a taste like this.”

Though initial sales were promising, consumers were not happy with the taste. Sales (around $470 million in the first year) were probably more out of curiosity than anything else was. It was similar in taste to the original Pepsi. Other colorless sodas like 7UP and Sprite had a citrus or lemon flavor. Customers were not sure how Crystal Pepsi was supposed to taste. Was it supposed to taste like Pepsi? Or not? If it was supposed to taste like original Pepsi, why was it more expensive?

Clear Competition

Pepsi had failed to position the product correctly. In the meantime, Coca-Cola launched its own transparent product called “TaB Clear” in December 1992. Coca-Cola positioned the product as sugar/calorie free ‘diet’ product. On the other hand, Crystal Pepsi had sugar content and failed to find the right fit in the diet category.

Crystal clear no more

After about a year since launch, Pepsi decided to halt the production of Crystal Pepsi. Pepsi began working on a new formula. In 1994, Pepsi launched another variant. This time it called the product just “Crystal” minus the Pepsi. However, Pepsi failed again and scrapped the idea of a clear cola. Even Coke failed with the TaB Clear. The clear soda market proved to be just a fad.

Lesson Learnt

Pepsi was successful with Diet Pepsi. However, this success did not guarantee success with Crystal Pepsi. Even the re-launch as Crystal (minus the Pepsi in the name) was unsuccessful. Perhaps it had identified and was trying to fill a market gap, which was unnecessary.

http://www.casestudyinc.com/pepsi-crystal-fiasco
Pepsi Blue was launched in mid-2002 and discontinued in Canada and the United States in 2004. Pepsi Blue was one of more than 100 concepts Pepsi tested. Two-thirds of teen-agers the company asked said they would buy it regularly, the company said. Pepsi Blue debuted in 2002 around the same time as Vanilla Coke, which survives. It inspired sales of 17 million cases in its debut year, according to Beverage Digest.

In 2003, however, sales dribbled to just 4.9 million cases, a minuscule total in the U.S. soft-drink world. With that, it was only a matter of time before Blue faded to black.

Coffee flavored Pepsi. You shouldn't need to ask why it failed. Product development needed better market research other than the statistic of coffee drinkers. A big oversight was the behavior and habits of an actual coffee drinker along with the newer social implications of coffee in the consumer market. Pepsi AM was too little too late to grab market share in the energy drink business with such a fierce competitive shelf territory. They still have Mountain Dew which has been successfully marketed to date. 
Pepsi Kona was only test marketed for a short time in a limited area. It didn't fail, but rather it was never a mainstream product. Pepsi used the Philadelphia, PA plant to produce for the local area. This was never shown or distributed beyond there and one other bottling plant in the US. Had it been re-released at the start of the Energy Drink craze, it would have improved the market share greatly.


Improving market research?

A good research practice is to collect secondary data and analyze it completely before analyzing primary research data. This is because primary data addresses the issue at hand, unlike secondary data which is used to analyze all the other ‘related’ issues to the problem under concern. To be more precise, secondary data is mostly related to background information and can only add to or support the information that is later generated from primary research.

Having realized the importance of conducting primary research, it is now critical to understand the nature of primary research to use to achieve an objective. It is therefore necessary to define the approach towards problem. The approach adopted may be formulation of research questions, hypothesizing and developing theoretical frameworks or models. This is then tested by developing appropriate research methodology which could be either ‘analytical and quantitative’ or ‘exploratory and qualitative’. A quantitative analysis is not as error prone as qualitative research due to its dependence on numerical values and statistical analysis. The only bias issue with quantitative analysis could be when the sample chosen is erroneous and is not reflective of the population characteristics. The method of obtaining data may be through surveys, experimentation and observation.
A qualitative analysis is extremely beneficial in understanding group dynamics and the trends that are emerging in evolving markets. It is important to gain an insight into the changing needs of people by actually speaking to groups. This could be achieved through focus groups, case studies, in-depth interviews and word associations. However bias could be generated in every phase of discourse starting from the way focus groups are conducted to the way information is analyzed.

How can this bias and ‘generalisability’ issue be avoided? Studies indicate that best practice in conducting such a research is by applying intellectual vigor right from the point of sampling to applying techniques to analyze non-numerical data. In practice, it is hard to achieve the ideal sample, because research may sometimes involve hard-to-reach population. But one must try to have a well-selected and diversified sample to add to validity of data. It has been found that mutual trust between researcher and participant enables a constructive conversation which is helpful in eliciting more accurate data. Social theories can be used to provide explanatory framework and claim that the outcome of research must be applicable to a range of other social groups. If there is a deviation from the social theory and the secondary research, then the validity of data elicited is questionable.

In short:

· Do qualitative research to identify product ideas and attributes that matter and have predictive power

· Skip testing single product concepts and wondering if you picked the right one to test

· Conduct product optimization including all ideas found in the qualitative phase and test multiple combinations until find the winner
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Direct Observation

€ Bookmarks

Advantages Disadvantages
% Simple, no questions needed. % Time consuming.
% Large number can be surveyed. | % Does not explain why something is
happening.

Consumer Panel 3

Advantages Disadvantages
% Identifies how consumer reaction % High costs involved for full launch (but
changes over time — can build may save costs in the long run).
picture of trends. % May not reflect the whole market.
Test Marketing
E; Advantages Disadvantages
H % Can save huge costs inthe long | % Many of the costs involved for full launch
s run by helping to improve (but may save costs in the long run).
product before national launch o | g - still may not reflect the market as a
ensure people buy it. whole.
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Secondary research:
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The Relative Value of Primary and Secondary Research Methods

€ Bookmarks

The table below summarises the overall advantages and disadvantages of methods of
secondary research in relation to methods of primary research.
Relative Advantages Relative Disadvantages
% Can be a good starting point. % Might not be up-to-date.

Usually quicker and cheaper to % Might be too general, may need A

obtain. adapting to meet the business’s

Relatively easy to access — needs.

especially with the advent of the % Existing data from some organisations

Internet. (commercial market intelligence

agencies) can be expensive to obtain.

In contrast to secondary research methods, primary research methods obtain up-to-date
information that is specific to a firm’s needs. It can, however, be time consuming and
costly to obtain as it often involves the following:

€ attachments

4 The design of a questionnaire — To be effective this requires a piloting stage. This adds
to the preparation time involved.

4 The selection of an appropriate sampling method (discussed later in this section).
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Focus Groups
Disadvantages

Advantages

v Small, non-tepresentative

¥ We can see facial expression
samples

and body language

v :
v We can hear social cues in iR D

language expression
1guge expresior v’ Adificial eavitonment
v Provide insights on the most
approptiate way fo talk about
products, services, brands

¥ Lack of anonymity

¥ Pofentially biased results
due group influence
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COMMON & APPROPRIATE USES OF FOCUS GROUPS (Greenbaum, 1998]

+ New Product Development Studies: To obtain initial reactions to a new concept or prototype in
order to identify strengths and weaknesses and provide guidance on improvements and input for
further quantitative and qualitative research.

+ Positioning Studies: To explore effective ways to communicate and talk to target consumers about
a product, brand or service, However, the final positioning solution should be tested
quantitatively
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