Ready-made “pudding-with-topping” market in Germany

· The past two years had been characterized by a general decline in price, accompanied by an increase in advertising spending
· Industry profitability has declined
· Industry participants need to reassess their market share and profitability objectives
· The market consists of three major submarkets: pudding powder for preparing home-made pudding, ready-made pudding without a topping, and ready-made pudding with a topping
· The case concentrates on pudding-with-topping
Competition

· Four competitors account for 705 of the market: Gervais-Danone, Oetker, Chambourcy and Elite

· The remainder of the market is shared by thirty locally or regionally operating competitors

Gervais-Danone

· Leader in the German dairy products market

· Pudding-with-topping sold under the names of “Dany + Sahne” and “Dany + Alcohol” and the “Danone” family brand umbrella

· The variable cost per 125g cup was estimated at DM 0.25 until May of 1993, and had subsequently increased to DM 0.28

· Retail prices were 56 per cent above the manufacturing net price

· The average retail price for Dany + Sahne was 0.65 DM

· Advertising for Dany + Sahne amounted to DM 3.6 million

Dr. Oetke

· Dairy products were a relatively recent addition to the product line

· Sold “Gala” (chocolate, vanilla, walnut, and coffee flavors) products and “Cremilla” (fruit-based) products

· Variable cost per unit was DM 0.29

· The trade mark-up was also 56 per cent above the manufacturing net price

Other Competitors

· Chambourcy and Elite were the biggest competitors

· Smaller brands typically followed the national brands by bringing out me-too products at lower prices and somewhat lower quality. Their main strengths were their production expertise, short distribution channels, and strong local customer base despite a low advertising intensity. Variable cost per unit was DM 0.24
Competitive Dynamics in the Industry 

· Gervais-Danone was the first player and faced no competition for five years when Chambourcy and Elite entered the market

· The real competition came with the entry of Dr. Oetke

· Oetker began to increase its market share by offering substantial promotions to the trade and priced 5 percent below Gervais-Danone

· Gervais-Danone retaliated by increasing advertising but continued to lose market share

· Eventually, Gervais-Danone was forced to cut prices and regained some of its market share

· Oetker became less aggressive with its trade promotions and its prices started moving up and were practically on par with Gervais-Danone by April

· Oetker’s products are better than or on par with Gervais-Danone’s products

The Outlook

· Growth has significantly slowed down but consumer surveys show that about 40 percent of potential consumers had never tried pudding-with-topping

· These consumers tended to be farmers, members of households with four or more children or had a household income below DM 3,000 per month

· Among the pudding-with-topping consumers, approximately one third could be considered brand-loyal, one half switched between “good and popular” brands, and the rest bought systematically the least expensive brand

