Situation Analysis:

Firm Analysis

· Tate & Lyle for ingredients and brief synopsis of products that use splenda
· McNeil for home consumer – focus more attention on
· Tate & Lyle PLC of London (Johnson & Johnson's McNeil Nutritionals LLC owns Splenda's retail and food service business.)
· World’s largest sugar and sweetener corporation; operates in 45 countries

· Tate & Lyle PLC is the maker of Splenda, which is distributed by McNeil Nutritionals LLC, which is owned by Johnson & Johnson

· Global marketer

· A Johnson & Johnson Product

· McNeil Nutritional, Fort Washington, Pa

· Global marketer of innovative nutritional products

· McNeil Nutritionals' major brands include SPLENDA® No Calorie Sweetener, SPLENDA® Sugar Blend for Baking, VIACTIV® Soft Calcium Chews, VIACTIV® Multi-Vitamin Chews, LACTAID® Milk and Dietary
· Currently in a legal battle with Same with Sugar

· Both have yellow packets with blue writing

· Spent $22 million on media in 2003

· Looking for partners on TV cooking shows

· Sales up 100% in 2003

· Brand grew 63.2% to $160 in food, drug and mass outlets-exc. Walmart

Product Analysis

· 2004 #1 brand of sweetener in  US

· One of the top new food products introduced since 1999, Splenda is the only product to establish a number one status in the category
· First became available in the US in 1999; approved by the FDA in 1998

· Sucralose is 600 times sweeter than sugar

· Splenda is no approved for use in 79 countries, compared to 60 in 2003

· Consumers use 5 billion Splenda packs in a year

· Splenda brand products are used in over 4,000 products of major food brands worldwide

· Splenda is available as an ingredient in a broad range of products currently available in the US including:

· Diet RC Cola, Diet Rite Cola

· Log Cabin Sugar Free Low Calorie Syrup

· Ocean Spray Lightstyle fruit drinks

· Musselman’s “No Sugar Added” Apple Sauce

· Lucky Leaf Lite pie fillings

· Splenda is made from sugar, so it tastes like sugar, with no unpleasant aftertaste.  IT can be used virtually anywhere sugar is used.  In cooking and baking, Splenda can replace sugar in a variety of recipes

· Splenda, or sucralose, is made from sugar through a patented, multi-step process that selectively replaces three hydrogen-oxygen groups on the sugar molecule with three chlorine atoms.  The result is an exceptionally stable sweetener that tastes like sugar, but without sugar’s calories.  After consumption, sucralose passes through the body without being broken down

· Splenda Granular measures and pours just like sugar, and it stays sweet at high temperatures so it can be used in cooking and baking
· Free of the unpleasant aftertaste associated with some other artificial sweeteners. 
· Store Check

Walmart

Splenda:


50 ct.:


$2.28

6 facings


100:


$3.98

4


200:


$6.48

4


Granular 1.9 oz:
$2.28

1 


Granular 3.8 oz:
$3.56

6


Granular 9.7 oz:
$6.48

6


Blend 2 lb.:

$5.88

5


Kroger


Splenda:


Granular Carton: 1.9 oz.
$2.99
110 servings
2 facings


Granular Carton: 9.7 oz
$8.79
550 servings
1 facing 



5 lb. equivalent of sugar

50 count packets:1.75 oz
$2.99


2 facings


100 ct. packets:   3.5 oz
$4.99


4 facings


200 ct. packets:   7.0 oz
$8.99


2 facings


Blend:

    2 lb.

$6.99
454 servings
2 facings

Consumer Analysis
· 90% of Americans eat low-calorie products; most of which contain one of five artificial sweeteners approved by the FDA

· Consumers who are seeking to control their weight have turned to sugar substitutes as one way to help lower the daily calorie count without having to give up their favorite foods

· Almost 20 million households bough Splenda in the last year
· Splenda has made a true contribution to the lives of people and families around the country who are striving to take those small, positive steps towards healthier eating by reducing sugars and calories, yet desire sweetness

· 75% of the people who use Splenda are not dieting, who want more choices about their caloric intake of other products throughout the day

· Appeals to serious cooks and bakers

· ‘Splenda consumers are those individuals who enjoy a great tasting, versatile artificial sweetener that will provide them with day-to-day health benefits without creating long-term health risks.’

· ‘Because Splenda is a relatively new brand, most consumer value groups are those open to change.  Splenda consumers include fulfilleds, who look for value and durability; Actualizers, who have a taste for the finer things in life; Strivers, who seek to emulate higher class purchasing habits; and Experiencers, who are still forming patterns of behavior.’

· MRI  2001 (ONLY total artificial sweeteners, no Splenda info available)

· 61% of art. Sweeteners female

· 39% male

· 53.5% 25-54 years
· 28.6% have HHI of $75,000 or more

· 44.8% from south (CENSUS)

· 24.9% Southeast (mkt region)

· 16.5% Pacific 

· 16% Mid-Atlantic

·  14.2% Southwest
· 34.2% Central city

· 48.2% Suburban

· 77.8% own home

· 87% white

· 10.1% Black

· 8.9% Spanish speaking

· MEDIA

· Radio (6-10am, 3-7pm)

· 21.9% country music listeners

· 67.6 have cable

· 55% heavy cable viewers

· Top TV stations

· CNN

· Discovery

· Lifetime

· TBS

· TNT

· Weather Channel

· Magazines

· Family Circle

· Good House Keeping

· Better Homes and Gardens

· Ladies Home Journal

· National Geographic

· Parade

· People

· Readers Digest

· Southern Living

· TV Guide

· USA weekend

· Womens Day
Market Analysis

· Splenda is growing at the expense of sugar, 51% of the brand’s volume comes from the sugar category, which declined 4% in recent years

· Splenda is now the 1 branded sweetener in US homes based on dollar sales, meaning its sales are ahead of those of both Domino and C&H sugar

· Splenda's success boosted the entire sugar substitute market: Overall category sales increased 14 percent to $335.3 million
· Splenda sales skyrocketed over the last two years, with sales up 100% in 2003 and expected to grow almost 90% this year

· Marketing spending for the national launch of the blend, which includes TV and print as well as consumer promotions and extensive sampling initiatives, will rival that spent for the base Splenda, against which McNeil put $22 million in measured media in 2003

· One reason the market has proven so receptive to Splenda’s message is that McNeil uses “viral” marketing, taking advantage of the fact that a significant minority of Splenda users become absolutely fanatical about the product -- and that they tend to tell others about their experience with the ingredient.
· Competitors

· Equal

· Sales dropped 11% to $66 million

· Owned by Merisant Corps

· Equal “had been considered a dieter’s brand: great taste with zero calories. That’s why we used the celebrities in the ads. But now we’re repositioning Equal as a more mainstream brand with a broader target than people who are dieting: younger women, 35-plus, who aren’t so much looking for a diet product but who want a product that allows foods to taste good without extra sugar.”
· Equal has been vulnerable to Sweet'N Low’s characterization of its rival as having a bitter aftertaste, Clay concedes. “But in taste tests, lots of people think we’re the same as the pink stuff [Sweet'N Low].” Merisant also is using B. Smith’s endorsement to take a chunk out of the presumption that Equal can’t be used in baking; both Sweet'N Low and Splenda hold up better. “There are special recipes that the Equal test kitchen has developed, so Equal can be used in baking,” Clay explains. “You just have to do it a certain way, at the end of the baking cycle.”
· Aspartame has been the subject of major health debates and the rumored cause of all sorts of cancers (especially brain cancer), though it was approved by the FDA and continues to be sold. The American Cancer Society takes great pains to explain all of the many scientific tests aspartame has been subjected to, none of which conclusively proves that it causes cancer. However, it is true that an increase in reported incidences of brain cancer occurred at the time aspartame was introduced to the market, though no one has been able to successfully draw a link between these two events. One thing is sure: Aspartame is harmful to people who have phenylketonuria, a rare genetic disorder; sufferers from this cannot metabolize one of the acids in aspartame and should not consume it.
· Equal Sugar Lite

· Finally, a lower-calorie, lower-carb sweetener you use like sugar in your favorite recipes!! New Sugar Lite from Equal bakes and measures just like sugar—with half the calories and carbs of table sugar. No more cumbersome conversions. Just swap new Equal Sugar Lite for sugar in your recipes and you’ve got the perfect partner for your healthier lifestyle.

· Use new Sugar Lite from Equal in your desserts and recipes—even in cookies, breads, cakes, and brownies. 

· Delicious blend of no-calorie sweeteners and sugar. 

· The only blend that measures cup-for-cup like sugar. 

· Bakes, browns and provides volume to recipes like sugar. 

· New sizes are equivalent in sweetness to 2 lb. and 4 lb. traditional sugar. 

· Using Sugar Lite from Equal is a smart, simple way to reduce calories and carbs in your diet, while still enjoying your favorite baked goods.
· Store Check

· Sweet n Low

· Sales down 4.7% to $53 million

· Owned by Cumberland Packing

· also has tweaked media buying in an effort to reach audiences younger than its core market of 25- to 54-year-old women, and it has redoubled efforts to place Sweet‘N Low in movies and TV shows.
· Saccharin was "discovered" in 1879 by scientists at Johns Hopkins University and remained controversial until fairly recently. The most damaging report about saccharin appeared after a 1977 Canadian lab test showed bladder tumors in male rats that had been subjected to large amounts of saccharin. These results were later disputed because it was determined that the animals were fed the human equivalent of hundreds of cans of diet soft drinks per day for a lifetime. After many, many more tests could not link saccharin conclusively with cancer, in May 2000, the National Toxicology Program took saccharin off its Report on Carcinogens. On Dec. 21, 2000, President Clinton signed a bill allowing the removal of saccharin's warning label.
· Store Check
· Sugar Twin
· Sugar Twin is a saccharin-based sweetener just like Sweet 'N' Low. It bills itself as a cheaper alternative. It contains no calories.
· Store Check
· Sugar

· Sugar in the raw

· Neotame, an exciting new sweetener and flavor enhancer, provides manufacturers flexibility in formulating great tasting products throughout their existing food and beverage portfolios. In addition, neotame's versatility provides for the development of entire new ranges of products that meet the ever-increasing demands of consumers.
· Indirect Competitors

Promotional Analysis

· Marketers attended trade shows of medical professionals and conventions for the American Diabetes Association and the Institute of Food Technologists.
· The first TV ad depicted the moon sprinkling Splenda in various tableaus, and cuts to the product replacing sugar in a kitchen cupboard.
· A new Splenda TV campaign from Alchemy, New York, underscores the connection with sugar. "What are little girls made of?" "Splenda and spice and everything nice."
·  the tag, "Think sugar, say Splenda."
· Splenda has gained the endorsement of the late Dr. Atkins, whose entire line of carb-free food products contain sucralose.
· This past Valentine's Day, McNeil recruited supermodel Niki Taylor to promote the distribution of 1.5 million packets of Splenda-sweetened "conversation hearts"--sugar-free versions of the Necco candy favorites in 10 U.S. cities, then had her favorite dessert re-created with Splenda by famous New York restaurant chefs
· Splenda offered 1 million samples on coffee cup sleeves in 6 of the largest DMAs

· Splenda is offered at all Starbucks franchise coffee shops.
· Splenda Sugar Blend is intended to expand the brand by appealing to more serious bakers looking for attributes like rising and flakiness not possible without real sugar. ''You can have it all ... part Splenda, part sugar, pure magic.''
· the brand wants to expand its consumer base-and the category-to those interested in ''moderating their sugar without compromise.'' groups including moms and families looking to reduce sugar in their households for weight or health concerns
· To counter its success, Equal and Sweet 'N Low each have rolled out their own new ad campaigns in recent months, with Sweet 'N Low emphasizing its ubiquity and Equal stressing its adaptability as an ingredient
Splenda!

Problems and Opportunities

Problems:

· Holiday sales spikes – Splenda, especially the blend is not as popular during the rest of the year
· Heavy reliance on coffee market

· Supply shortage

· Price – most expensive artificial sweetener

· Consumers are moving away from traditional meals made from scratch

· The low carb-craze, which boosted the overall market is slowly declining

· Several lawsuits have been filed against Splenda advertising (the word ‘Sugar’)

· Consumer may have heavy brand loyalty towards competition

· Being a new product, Splenda cannot rely on heavy brand equity

· Consumers have relatively little experience baking with artificial sweeteners

· Breakfast is often “on the go”

Opportunites
· Splenda offers more packaging/sizing options for consumers
· No side-effects have been reported from using Sucralose (compared to other artificial sweeteners)
· Splenda is no. 1 in the market
· The artificial sweetener market is growing due to diet and health trends
· Splenda has a wide variety or celebrities and specialists willing to endorse the product
· Splenda offers versatility that other artificial sweeteners can’t match
· Splenda Blend is a completely new product being introduced into the market
· The expansion of sucralose plants will allow McNeil to supply the overwhelming demand for Splenda in the near future.
· Baby Boomers are reaching the age at which diabetes risk is higher. 
