COMPANY’S PROFILE: INTERNATIONAL

In its origin Switzerland, it is the largest industrial company. Chairman of the board and Chief Executive Officer is Mr. Helmut D. Maucher.

There are 600 factories worldwide spreading over more than 75 Countries and numerous regional and divisional offices. The company markets its products in more than 125 countries. The Global sales rank among the top 10 companies of the world. Its factories and offices employ more than 218,005 people all around the world. 

STRENGH ACROSS THE WORLD

The strength of the company is owned by serving the consumer with quality products and a balanced geographical spread of assets around the globe. The attainment of this worldwide operating structure has been a key objective of the company. Its selective expansion remains a constant guideline for future growth.  

SALES ANALYSIS

Company’s most sales come from Europe that is the major market of company’s products. In 2001, company had sales of $57 Billion.

GEOGRAPHICAL DISTRIBUTION OF SALES

Europe North and South
48.9%

America


35.2%

Rest of the world

15.9%

COMPANY’S AUDITORS IN PAKISTAN

· A.F. Ferguson & Co.

· BANKERS

· American Express Bank ltd.

· Bank of America

· Habib Limited National

· ANZ Grindlays Bank P.I.C

· Deutshe Bank A.G

· Muslim Commercial Bank Ltd

· United Bank Limited

POSITIONING

To be the Pakistan’s favorite coffee, Nescafe must be the best at the two fundamental basics i.e. Quality and Brand while providing great value via reasonable prices.

GENERAL ENVIRONMENT

POLITICAL LEGAL FORCES

No political forces effect the organization, as it has no political affiliations with any political party. Legal forces that effect the organization are the revenue department of govt. such as Central Excise duty and Provincial Excise duty department. Also, sales tax department effects the organization. CED is 12.5% PED is 5%. Another Govt. department, which is directly involved with the organization’s operations, is food inspection department, which periodically visits the plants to inspect the food standards.

ECONOMIC FACTORS

Economic factors do effect the business but not to a great extent. The reason is that the target market is upper class. But as the CED etc, are very high, it is affecting the sales. So people affected by prices are less.

SOCIAL FACTORS

There are some constraints for example they should take care of the unhygienic conditions for the betterment of the health of its consumers.

SOCIAL CONTRIBUTION

· The organization itself and its employees donated Rs.807, 000/- to LUMS.

· They sponsors stands in cricket matches.

· They also donate to WWF.

TECHNOLOGY

The technology used by Nestle in Pakistan is similar to that technology they used in their home country.

REGIONAL SALES OFFICES

· Karachi

· Hyderabad

· Lahore

· Multan

· Faislabad

· Gujranwala

· Peshawar

· Queatta & Islamabad

MARKETING STRATEGIES

Although Nescafe is a Brand, but the main focus of the company on the market strategy is neither single nor multi market, because they believe that they are targeting upper class or 18-24 years age persons probably the student class. So we can say that their emphasis on both the single and multi market strategy. It is because in the overall population structure of this country, they think that their market must extend to the upper middle class and middle class as well. 

GEOGRAPHIC STRATEGY

In Geographic perspective their focus on the International strategy, because their product is not a customized product, although take some little customization of product offering, this also be in limited in scope. 

MARKERT ENTRY STRATEGY

They are the first one introducing Branded Coffee products in Pakistan, so they get exceptional share in the market and they earn huge profits and also successful in gaining cost advantage which they use to minimize their prices, so now they using this to capture other segments in form of reducing prices on 50g, 100g plus introducing new sachet packs of frothe which amounts only Rs.8/-.

MARKET COMMITMENT

Nescafe is having strong commitment, because they developing the strategies regarding price, distribution, promotion, manufacturing by getting the economies of scales, it is also because at this moment they are having the major market share with a continues growth rate, and at this stage in a growing market, if any competitor want to challenge the Nescafe, they must fight aggressively by applying different form of above mentioned strategies.

MARKET DILUTION STRATEGY

The dilution strategy includes the De-marketing, Pruning and Harvesting. If we are talking about the Nescafe we found that they are in the growing stage, so they don’t want De-marketing, Pruning and Harvesting. 

PRODUCT STRATEGIES

PRODUCT POSITIONING STRTEGIES

The Product poisoning strategy includes that how the customer perceive your product in his mind. Nescafe have a favorable reception from the consumer in terms of attributes, quality, price, competitor and product use. The logo they use for Nescafe is “Open your mind”.

At this moment Nescafe is following the multiple brand strategy because now they are targeting the different segments in the market, for rapid expansion in market share, and they doing it with the help of Nescafe frothe, Nescafe gold, Nescafe instant and Nescafe classic.

PRODUCT DESIGN STRATEGY

Nescafe following the strategy of producing Standardized products, they believe that with little modification in offering and style, its look to be little customized but actually it is a standardized product.

NEW PRODUCT STRATEGIES

It includes the product improvement, product imitation and product innovation. In the perspective of Nescafe the product innovation strategy play role, because the introduction of the Nescafe vanilla might change the taste of consumer and styled Nescafe a product innovation follower.

VALUE MARKET STRATEGY

In this particular strategy, the emphasis on the Quality, because in hot beverage business the quality is also needed with taste. The ultimate objective of Nescafe in terms of quality should be delight the customer in every way possible providing level of service, product quality, product performance, and support that are beyond his or her expectations. It is found that Nescafe is maintaining quality with vending machines installing in institutions and other places.    

PRICING STRATEGIES

MARKET ENTRY STRATEGY

This company is using marketing Skimming strategy when they enter into the market of Pakistan, because at that time they believe that their target customer for coffee belonged to upper class, after that with the success of this strategy they reduce their prices and target the upper middle class, but that strategy doesn’t form into penetration.

PRICING STRATEGY FOR ESTABLISHING PRODUCTS

For Nescafe, the focus is focus on the maintaining prices because in circumstances where a price change may be desirable, but the magnitude of change is undeterminable. It is found the competitors of Nescafe are very week in terms of having market share, so it give company a edge on competitors to maintain prices while introducing new product.

PRICE LEADERSHIP STRATEGY

Nescafe is at the moment having a price leadership strategy and it is because it fulfills all the requirements of a successful price leadership.

FLEXIBILITY IN PRICING STRATEGY

Yes they have flexibility in their pricing strategy but only for the Institutional businesses, otherwise they stick on with same prices in market. And this is because their competitors are not powerful and not in a position to dictate Nescafe to create flexibility in pricing.

PRODUCT LINE PRICING STRATEGIES 

The pricing for the Nescafe product line is 

For 50g bottle Rs.75/- compared with Maxwell Rs. 80/- 

For 100g bottle Rs.135/- compared with Maxwell Rs. 150/-

For 200g bottle Rs. 265/- compared with Maxwell Rs. 265/-

For Sachet of Frothe Rs.8/-

DISTRIBUTION STRATEGY

FOR PROMOTION

For the promotion purposes Nescafe is using single channel strategy, which includes the only wholesaler, which help the company to reach the optimal number of customers in a timely manner at the lowest possible cost while maintaining the desired level of control. Company is also providing product direct to retailers as well

CONFLICT AMONG CHANNELS

We find that there is no conflict among distributors in Pakistan because the company actually divided Pakistan into region and areas are assigned different regions for the distribution of the product. But the real problem is this that the smuggled coffee is actually sold by the retailers through some wholesalers create problems.

SOLUTION

The company is trying to solve this problem by employing ban on the smuggled coffee, and they restricted that if anyone found selling the smuggled coffee he would be sued by all means.

CRITERIA FOR DISTRIBUTION RIGHTS

The criteria for becoming a distributor of Nescafe is that, you are not only the distributor of Nescafe only, but also a distributor of all products of Nestle in Pakistan plus your financially sound, which mean that you should have sufficient capital to meet long and short term requirements of the business. Others includes that you should have a fleet of vehicles. And the most important thing that you must enter into an agreement with Nestle, which requires that you only distribute the Nestle products and if you find distributing smuggled products of Nestle, the then taken you to the court of law.

PROMOTIONAL STRATEGIES

PROMOTION MIX STRATEGY

Nescafe management concentrated on promotion, but emphasis is mostly on print media, which includes Banners, Newspapers, Articles, Broachers, Handouts.

They are tried advertised their product also through electronic media, but it is not used to project the local culture of Pakistan and you see that the advertisement on the television project the International cultural environment.

They also advertised their product through events like giving sponsor cricket matches, held cultural nights at Basant festival and Valentine day.

The company is not using personal selling for the promotion of their product, because they believe that they are capturing their target customer at the percentage of more than 80%.

So in our opinion they are using only advertisement for their promotion.

STRATEGY OF MEDIA SELECTION

The selection of the media in case of Nescafe is very different as compared to others. Nescafe believes that their competitors are not retaliating in terms of  advertisement on television, so it is better for the company to stay with advertisement on print media, so in this way they can save their cost to great extent. 

VENDING OPERATIONS

Nescafe is adopting tool of vending operations helps the company to promote their product in institution and offices, it involves 100% investment from the Nescafe and 0% in investment from that institution. Vending machines are coffee machines.

ANNUAL COST FOR PROMOTION

The cost of promotion is estimated about 5% of the total sales of the product.

INCENTIVES GIVEN TIO THE EMPLOYEES FOR PROMOTION OF PRODUCT

There are several techniques used for motivation. Some of them are given below.

· If the manager achieves target sales, reward is given in the form of the promotion and increment in the salary.

· Bonuses are based on performance.

TARGET MARKET FOR NESCAFE

At the moment the main focus of the product management of Nescafe is to target the upper class high-income people, and they also focus on 18-24 years people as well, probably in this age we find only the students and some young professionals. The emphasis on this segment involves that, at this the people are developing their habits, so Nescafe felt that if they successfully targeted these people they can definitely made these people a permanent user of Nescafe.  

BASIS FOR SEGMENTATION

The basis for segmenting this above-mentioned market is

INCOME

As you know that the first target customer for Nescafe is belonged to upper class income people, so primarily there is factor of income involves here, because as you know that coffee actually a costly item, so it can afford only by the rich people.

AGE

The age is important, in case of capturing market of 18-24 age young people, as we mentioned above that in this age period people are developing their habits.

MAJOR COMPETITORS

The major competitors of Nescafe are

· Maxwell house (market share 15%)

· Bournvita (market share 3%)

MARKET SHARE OF NESCAFE

The Market share of Nescafe is at the moment 82%, with growth rate of 3%.

BASIC OBJECTIVE OF NESCAFE

The basic objective of Nescafe is to capture the big hot beverage market of Pakistan, because it is found that Pakistan is a place where people are big Drinkers of tea and other hot beverages, so it is a promising factor for the brand like Nescafe to grow rapidly. Plus the Nescafe want full customer loyalty towards their brand and they are successful in this regard.

DIFFERENTIATION OF COMPANY’S OFFERING FROM OTHERS

The only and most sparkling factor of differentiation is recognition of brand, as every know that Nescafe is a well recognized brand comes under the name of Nestle.

