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Executive Summary

The sports drink market, which began in 1965 and has since grown to 77 million users,
has 2 main competitors, Powerade and Gatorade. Powerade got involved in the sports drink
market in 1988, aiming to replace electrolytes to aid athletes in their daily performances. This
purpose is nearly identical to that of Gatorade who was not only the first to market, but is also
the current leader in the industry.

The objective of this research is to determine why there is such a large, consecutive gap
in sales between Powerade and their biggest competitor, Gatorade, year after year. Once
identifying the possible main reasons for this gap, the goal is to create a solution for Powerade
through data driven results gathered from primary and secondary research. Results produced by
graphs, perceptual maps, and t-tests showed all five of our hypotheses were accepted.

From these results, it can be concluded that Powerade can increase its sales by
improving its taste and expanding its product lines. Research has proven that the majority of
consumers believe Gatorade tastes better than Powerade. Powerade’s ingredient list contains
high fructose corn syrup, which contributes to the strong, sweet, artificial taste of its beverages.
Having a more natural combination of ingredients is crucial for Powerade to compete with
Gatorade in the sports drink market.

Gatorade also currently offers 6 different sports drink product lines while Powerade
only offers two. Our recommendation for Powerade is to add a new product line that uses more

natural ingredients to improve taste, which will help increase Powerade’s annual sales by 4%.



Introduction

Sports drinks were created specifically for athletes to replenish electrolytes and
carbohydrates in order to keep them energized and enhance performance. According to “Sports
& Energy Drinks: Answers for Fitness Professionals,” Gatorade created the first sports drink
on the market in 1965. It was made specifically for the Florida Gators when their football
coach asked a physician to figure out why the heat had such a strong, negative effect on the
athletes. After Gatorade, a Pepsico product, showed success in the market, other companies
started to create their own sports drinks and advertise the restorative benefits. This generated
competition in the market.

Over the last 30 years, the sports drink market has been steadily increasing, with an
expected compound annual growth rate of 7.8% throughout the ten year period of 2015-2025,
according to Grand View Research. This market growth is powered by increasing numbers of
athletes and fitness centers, along with products’ advertising efforts. Although the category is
threatened by the push towards more natural or organic products, companies are expected to
combat this by adjusting product formulas to fit these descriptions. To be competitive in this
category, products must keep up with these market trends and continue to add products or
rebrand to fit the current climate. A successful product in the sports drink market will not only
contain the necessary health benefits (electrolytes, B vitamins), but also have an appealing
taste, many options that fit consumer preferences, a recognizable symbol, and the ability to
advertise effectively.

“The Chemistry of Powerade” informs readers that, in 1988, Coca-Cola wanted to

create its own sports drink to compete with Gatorade, leading to the conception of Powerade.



The competition between Pespsico and Coca-Cola has a long history with both companies each
expanding into 200 countries. According to Investopedia, in 2018, Pepsico’s net revenue
reached $64.7 billion, and Coca-Cola’s net revenue was reported as $31.86 billion. Over the
years, Gatorade and Powerade have become the two top-selling sports drink brands, yet the
sales of Gatorade are always significantly higher than the sales of Powerade. In 2015, Gatorade
had an estimated market share of 71.2%, while Powerade held a market share of only 18.5%,
according to a 2018 report from Forbes. The site also reports the size of the sports drink market
that year as $64.7 billion in sales. Furthermore, according to The Wall Street Journal, in 2018
Gatorade sales reached $5.5 billion while Powerade only reached $1.05 billion. The pattern
holds true year after year - in 2016 Powerade sales were about 1 billion whereas Gatorade had
sales of roughly 5 billion. In total, it is clear to see overall market preferences for Gatorade.
This research study was conducted to determine why Powerade sales are consistently so much
lower than those of Gatorade.

To begin analyzing the issue, it should be noted that the advertising spending for
Gatorade in 2013 was $108 million, while Powerade only spent $17 million (“Sugary Drink
Facts,” 2013). Based on MRI data, the demographics of a typical sports drink consumer can be
described as a male who did not graduate high school, between the ages of 18-24, with an
average annual income ranging between $30,000-$39,999. Additionally, it can be concluded
that the demographics of a typical Gatorade user can be described as a male who has graduated
college and gone on for more education, between the ages of 18-24, with an average salary
ranging between $50,000-$59,999 . A typical Powerade consumer can be described as a male

who did not graduate high school, between ages 18-24, with an average annual income ranging



from $30,000-$39,999. Powerade consumers appear to fit the “typical” sports drink consumer
description, while Gatorade consumers seem to be more affluent. For more demographic
details, reference figures 1, 2, and 3 in Appendix A.

For a deeper analysis on Powerade’s issue, it is helpful to look at the products’
strengths, weaknesses, opportunities, and threats. As far as strengths, although Powerade
consistently falls behind Gatorade, it is still the second most popular sports drink on the
market. Powerade is more widely-recognized than BodyArmor, Muscle Milk, or any other
sports drink brand besides Gatorade. Powerade is also a Coca-Cola product, which is one of the
largest beverage brands worldwide. Additionally, Powerade is typically cheaper than Gatorade,
meaning consumers who primarily focus on price would choose Powerade. For example, in
November 2019, one 320z bottle of Gatorade costs $0.99 at Target and $1.00 at Kroger, while
a 320z bottle of Powerade costs $0.85 at Target and $0.89 at Kroger.

One clear weakness Powerade displays is its lack of advertising spending, which falls
more than $90 million behind that of Gatorade. If people see more than 6 times the
advertisements for Gatorade than for Powerade, it can be easily inferred that Gatorade would
have higher sales. Additionally, Powerade is a Coca-Cola product, which has a lower net
revenue than Gatorade’s parent company, Pepsico. Pepsico as a whole is not only doing more
advertising, but they also have a wider variety of products. When looking individually at
Gatorade and Powerade, Gatorade has more flavor options and 4 more brand lines (G2,
Gatorade Frost, ect) than Powerade.

This leads to Powerade’s opportunity for more advertising, including using celebrity

endorsements. This could help Powerade become more well-known; since their competitor



appears to have success with this technique, it would make sense for Powerade to put more
effort into advertising. Also, Powerade has the opportunity to expand with the amount of
flavors and the product lines. Adding a new, natural product line would allow the company to
improve the taste of the product while advertising the increased health benefits, therefore
competing with Gatorade’s G Organic line and giving consumers more options.

Lastly, some threats may include the market growth of other competitors such as
BodyArmor, as well as the emergence of newly branded electrolyte replacement drinks such as
coconut water. Additionally, The Wall Street Journal speculates a decrease in sports drinks as a
whole, with many people becoming concerned about chemical ingredients and questioning the
true effectiveness of sports drinks. The clear market preference for Gatorade continues to
threaten sales of Powerade, especially if Gatorade keeps up with market trends by adding new

lines such as G Organic while Powerade remains constant.
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Objective & Hypotheses

The objective for conducting this research project was to determine why Powerade’s
sales are so much lower than Gatorade’s sales year after year. We plan to answer this research
question by proposing possible explanations for why Powerade’s sales are lower, using data to
either accept or reject those explanations, and recommending a solution that will help increase
the sales of Powerade to match the market leader, Gatorade. These explanations are possible
reasons as to why Powerade’s services as a nutrient supplementer is being underutilized by
consumers along with the cause that Powerade does not spend as much on advertising as
Gatorade does.

The possible explanations or hypotheses for our research question is (1) Powerade does
not have as many sponsored athletes as Gatorade, (2) Powerade does not taste as good as
Gatorade, (3) Powerade does not help athletic performance as much as Gatorade does, (4)
Powerade does not offer as many flavors as Gatorade, and (5) Powerade’s symbol is not as
recognizable as Gatorade’s.

The first hypothesis fits into an overall marketing theoretical framework by targeting
the promotion of Powerade. Sponsored athletes help brands communicate information about
their products to consumers in an appealing manner. The second hypothesis fits into the
marketing mix by targeting the composition of the product. Taste is an important aspect of a
sports drink and is what differentiates products in the drink market. The third hypothesis
correlates with the marketing framework of the 4 p’s by also focusing on the product formula.
The ingredients in the product such as sodium, potassium, chloride, calcium, phosphate, and

magnesium help athletes replenish electrolytes that are lost during exercise. The fourth



hypothesis encompasses the marketing mix by focusing again on the product makeup, because
it fixates on the variety of flavors that Powerade offers. Lastly, the fifth hypothesis fits into the
overall marketing framework by addressing promotion, because it focuses on whether
consumers can easily identify Powerade’s products compared to those of the market leader,
Gatorade. To conclude, out of the hypotheses we are proposing 2 that focus on promotion and

3 that focus on the product design.

Methodology

During the research process, we used general research procedures to eliminate errors
and generate a thorough, meaningful collection of data. The first procedure we used was the
funnel technique in our survey to prevent order bias. The survey starts by asking participants
broader questions that are generally easier to understand and answer such as, “How many
bottles of the following beverages have you consumed in the past 30 days?” In the middle of
the survey, it asks participants more difficult questions such as, “How much do you agree or
disagree that Powerade comes in a wide enough variety of flavors?” At the end of the survey, it
asks participants demographic questions that once again are easier to understand, such as age,
income, and gender. Putting this at the end of the survey also ensures that the consumers do not
feel pressured to answer questions in a certain way due to demographic stereotypes or
preconceptions.

Another survey procedure we used was utilizing the first question to ask about

beverages in general instead of beginning with questions about Powerade and Gatorade. This is



important, because it begins the survey with an unbiased question to reduce non-response error
and order bias. The survey also used the technique of asking about multiple brands. This
helped to disguise that Powerade was the sponsor of the study, therefore avoiding any demand
effects. Mentioning the market leader, Gatorade, helped provide us with a benchmark or point
of comparison for interpreting Powerade results. Refer to Appendix B for more details about
the survey.

The study was fielded on October 17, 2019 using Qualtrics, an online survey provider.
For the questionnaire, we sent out 3000 email recruitment letters (refer to Appendix C for more
details) to determine the final respondents willing to participate in the study. Minimal incentive
was given for participating and no major problems were encountered during survey collection.
The total number of respondents participating in the survey was 869, giving us a 29% response
rate. We used an attention check question during the survey to determine our usable sample
size. This question was, “How much do you agree or disagree that yesterday you suffered a
fatal heart attack?” If the respondents did not answer “Strongly Disagree,” they did not pass
the attention check question and their responses were not included in our data. The number of
respondents who passed the attention check was 777. Refer to Appendix D for more details.

The last research procedures we used was during the process of organizing the data. To
account for missing data such as respondents who answered, “I’m not sure” (6) or, “I’m not

familiar with this brand (7),” we used plug rules by replacing those answers of 6’s and 7’s with



blanks. This allowed for data that was unimportant to not be counted when transforming the
participants’ answers into information. Refer to Appendix E for more details.

To organize responses on questions such as demographics, we re-weighted questions.
We achieved this by giving responses with a lesser weight Os and giving responses that we
wanted to weigh greater as 1s. For example, the question regarding education, we weighed
those who answered less than a college degree as a 0 and those who had any type of college
degree as a 1. For demographics such as income, bottles consumed, and age, we used a nested
if function to code our data. An example of our income nested if statement is
=IF(CQ2=1,25,IF(CQ2=2,38,IF(CQ2=3,63,IF(CQ2=4,88,IF(CQ2=5,113,IF(CQ2=6,138,IF(CQ
2=7,163,IF(CQ2="","")))))))). With this coded data, we found the average income of the
participants in the survey to be almost 56k while the average age of the demographics was 35.
The average bottles of Powerade consumed in 30 days was 2.03 and the average bottles of
Gatorade consumed in 30 days was 3.05. Refer to Appendix F for more details.

The last method procedure we used was coding open ended frames. In the
questionnaire, the participants were asked to list sports drink brands that they’re aware of. To
turn this data into viable information, we coded unaided awareness by creating the 7 most
popular brands as variable names in the first row and putting data in the following rows. If the
participant was aware of the brand, we coded it as a 1, and if the participant was unaware of the

brand, we coded it as a 0. Refer to Appendix G for more details.
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Results

Overall, our research was conducted to understand the reasoning behind why sales of
Powerade have consistently been lower than sales of Gatorade year after year. Our survey
results allowed us to generate primary data, while our secondary data researched from various
online sources was used to back up our points and draw more complete conclusions. We used
analysis tools such as graphs, t-tests, and perceptual maps to explain how we transformed our
data to determine which of our hypotheses to accept, and which of those to reject. We
organized our results explanations by their proper placement within the 4p’s of the marketing
mix. After all of our analyses, we were able to determine two major issues, which are the lack
of flavors and the lack of endorsement deals.

Sports Drink Usage

The graph below illustrates the usage of sports drinks in number of cans in 30 days. The usage
of Gatorade is slightly above 3.0, while Powerade is slightly above 2.0. We could say that there
is a difference, just by looking at this graph, but with other attributes, it is necessary to test our
hypothesis to see if there is a meaningful difference. The graph was the first stepping stone to
figuring out whether we would be able to reject or accept our hypothesis. Following this graph

we conducted a sample t test, which is explained in the excerpt following the graph.
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Appendix H figures 1a and 1b show the results for past 30 days of consumption for Powerade
among all respondents. Based on the results of the sample t test, we were able to reject the null
hypothesis and accept the alternative hypothesis, because 1-.000 = 100%, which means we are
over 95% sure there is a meaningful difference between the values. Powerade usage is
significantly lower than Gatorade (p <.01), confirming our overall concern.

Powerade Awareness vs. Gatorade Awareness

We hypothesized that Gatorade had a more recognizable symbol in comparison to Powerade.
The graph below represents the percentages in regards to the awareness of various sports
drinks. To further analyze these averages, we conducted sample T tests shown in Appendix H
figures 2a and 2b to validate our hypothesis. The null hypothesis was that there is no difference
in the awareness. Our alternative hypothesis was that there was a difference in the awareness.
Our P-value is less than 0.05, which allowed for us to reject the null hypothesis and accept the
alternative hypothesis, because 1-.000 = 100% means that we are over 95% sure of the
difference.

Unaided vs. Aided Awareness Graphs For Sports Drinks

12



The unaided awareness graph allows for you to see the difference in percentages in regards to

our open response awareness question. Our unaided awareness question gave us the percentage

of respondents who were aware of the products at the top-of-mind without being assisted. As
for our aided awareness multiple choice questions, we were given the percentage of

respondents aware of the product when asked.
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Powerade Has Fewer Flavors Than Gatorade
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We hypothesized that Powerade did not have as many flavors as Gatorade. Our null hypothesis
was that there is no meaningful difference between Powerade flavors and Gatorade flavors.
Our alternative hypothesis was that there is a meaningful difference between Powerade flavors
and Gatorade flavors. Appendix H figures 3a and 3b include a sample t test, where the results
allowed for us to reject the null hypothesis and accept the alternative hypothesis, because
1-.000 is a 100%, which means that being above the 95% probability benchmark tells us that
there is a meaningful difference between the amount of Powerade flavors and Gatorade flavors.
Perceptual Map 1 illustrates our perceptual map which shows the relationship between the
triers of Gatorade and Powerade in regards to our taste and flavor questions separately.

Powerade Has Fewer Athletic Endorsements Than Gatorade

Our hypothesis suggests that Powerade has a lower amount of athletic endorsements in
comparison to Gatorade. Our Perceptual Map 3 allows for one to see the average response to
our Gatorade and Powerade endorsement questions singley. You can view the relationship
between those who have tried Gatorade and Powerade as well. Appendix H figures 4a and 4b
illustrates our sample t test for our hypothesis. Our null hypothesis was that there is no
meaningful difference between Powerade and Gatorade athletic endorsement amounts. Our
alternative hypothesis was that that there is a meaningful difference between Powerade and
Gatorade endorsement amounts. We were able to reject the null and accept the alternative
hypothesis, because 1-.000 is a 100% probability, which means that there is a meaningful
difference between the endorsement numbers.

Powerade Does Not Taste as Good as Gatorade

In Appendix H figures 5a and 5b you will see that conducted hypothesis test for our taste

hypothesis. This hypothesis suggested that triers of Gatorade and Powerade favored the taste of
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Gatorade over Powerade. 1-.000 gives you 100%, which then validates our alternative
hypothesis. The test suggest that we are over 95% sure of the difference between the taste of
the drinks. We were able to reject the null, because we concluded that there was a meaningful
enough difference. In our Perceptual Map 1 you can see the significant gap in regards to the
satisfaction of taste for Powerade versus Gatorade. This was one of the contributing issues for
our recommendation on how to increase sales of powerade.

Powerade Lacks in Helping Enhance Athletic Performance

We created a sample t test to validate our hypothesis on the subject of Powerade not enhancing
athletic performance as well as Gatorade in Appendix H figures 6a and 6b. We performed the
test and we found a 100% probability that there is a meaningful difference, as we have for
previous hypotheses. Our null hypothesis was that there was no meaningful difference between
the performance enhancing levels between Gatorade and Powerade. Our alternative hypothesis
suggested that there was a meaningful difference between the two. Since we found the 100%,
we were able to reject the null and accept the alternative hypothesis.

Attribute Ratings By Brand
In the figure below, we have the comparison of attributes for Powerade and Gatorade. These
attribute ratings are based off a 5 point scale. This shows how many of the attribute averages

for Powerade exceed those of Gatorade. For research purposes we tested the attribute ratings
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for meaningful differences if they were within our hypotheses.

Attribute Ratings
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Perceptions of Powerade & Gatorade
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Powerade Buvers Vs. Non-Buyers

Demographic Graph 1 suggests that the average income for Powerade non-buyers happens to
be substantially lower than Gatorade non-buyers. On the contrary, the average income for
buyers of Powerade exceeds the average income for Gatorade buyers. In Demographic Graph 2
the average age of Gatorade and Powerade non-buyers versus buyers is displayed. The average
age for Gatorade non-buyers is slightly lower than the average age for Powerade non-buyers.

As for buyers, the average age for Gatorade exceeded the average for Powerade buyers.
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Demographic Graph 3 illustrates the average gender for consumption of Gatorade and

Powerade buyers and non-buyers. This graph is organized on a 0-1 point scale, with 1 meaning

male and 0 meaning female. If the data is closer to 1 (above 0.5), the majority of respondents
are male, while closer to 0 (below 0.5) means the majority are female. The average gender for
Gatorade was slightly higher for non-buyers in comparison to Powerade. As for buyers, the
average gender for Gatorade was slightly smaller as well. For Demographic Graph 4, we used
the averages for education completed of our sample size. The average of educated non-buyers
of Gatorade was substantially lower than Powerade. The average of educated buyers of

Gatorade was substantially higher than Powerade.

Demographic Graphs

Average Income of Powerade & Gatorade Non-
buyers & Buyers

57.5
57.0
56.5

56.0
55.5
55.0
= Hm
54.0

Mon-buyer Buyer

Income in Dollars

Man buyers vs Buyers

m Income Gatorade  m Income Powerade

Demographic Graph 1

18



Average Age of Powerade & Gatorade Mon-
buyers & Buyers

355
350
345
&
< 340
335
33.0
Mon-buyer Buyer
Non-buyers vs Buyers
W AgeGatorade mAge Powerade
Demographic Graph 2
Average Gender of Powerade & Gatorade Non-
buyers & Buyers
0.70
0.60
0.50
9 040
T 030
]
0.20
0.10
0.00
MNon-buyer Buyer
Mon-buyers vs Buyers
m Gender Gatorade  m Gender Powerade
Demographic Graph 3

19



Average Education of Powerade & Gatorade Non-
buyers & Buyers

058
057
056
5 055
o 054
?E‘J 053
052
051
050
MNon-buyer Buyer
MNon-buyer vs Buyer
m Education Gatorade  m Education Powerade
Demographic Graph 4

Conclusions

As previously explained throughout our report, Powerade’s sales have been lower than
desired since its conception comparable to the market leader, Gatorade. In conclusion, our
results found by analyzing the primary data from our survey through charts, perceptual maps,
and t-tests shows why Powerade’s sales are so much lower than Gatorade’s sales, in each
consecutive year. We found that Gatorade spends more money on their advertising and
endorsements, resulting in higher consumption levels for their products. By performing
hypothesis testing for attributable ratings, we came to the conclusion that awareness was not
the only issue Powerade faced. We were able to validate each of our hypotheses through paired
sample t-tests using survey data provided by respondents on Powerade and Gatorade. All of
our hypotheses were accepted on the basis that our sigma 2-tailed values were all .000 giving
us a 100% certainty that there’s a meaningful difference between values, therefore accepting

the alternative hypotheses. Because each of our 5 hypotheses were accepted, we based our
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recommendations off of further analyzes of our perceptual maps. This information allowed us

to further narrow down the 3 major problems within our 5 hypotheses.

Recommendations

Based on our extensive analysis of primary and secondary data, the 3 major problems
out of our 5 hypotheses are Powerade not having as many sponsored athletes as Gatorade (.42
difference on the perceptual map), Powerade not tasting as good as Gatorade (.47 difference on
the perceptual map), and Powerade not offering as many flavors as Gatorade (.19 difference on
the perceptual map). Our research conveyed that the two major factors separating Gatorade
from Powerade is taste and flavors offered; moreover, consumers prefer the taste of Gatorade
over Powerade, and Gatorade offers more flavors than Powerade.

Since Powerade is lacking in the perception of taste and amount of flavors compared to
Gatorade, our recommendation is to improve the overall taste and diversify the product’s
flavors by creating a new product line involving 6 flavors - mixed berry, fruit punch, orange,
grape, strawberry, and white cherry - providing a fresher and healthier line of Powerade sports
drinks. By replacing high fructose corn syrup with organic cane sugar, the drink will feel
lighter and more natural tasting, factors for which consumers have shown preferences. The new
product line will promote the health benefits by advertising to accomodate for the market shift
toward organic products. This will add a variety of new flavors for consumers to choose from,
the price will remain relative to current Powerade products, it will be distributed to all retailers
that currently sell Powerade products, and it will provide consumers with new, healthier

options for Powerade sports drinks.
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Our recommendation is better for Powerade than Gatorade, because Gatorade is already
more preferred with these attributes of taste and flavors offered than Powerade, based off
results from our survey. Gatorade already has 4 more product lines than Powerade, and
Gatorade does not use high fructose corn syrup, and they already offer an organic product line.

To determine the expected results for producing this new proposed product line, we
used secondary research to discover the cost of the inventory needed as well as advertising
spending. To calculate the cost of inventory, we first needed to establish the cost of the sports
drinks’ main ingredients which are water, sodium, and sugar. According to the American
Water Works Association, water is only a $1.50 for 1,000 gallons of water. Because there are
only 32 ounces in a plastic bottle, we can conclude that the cost of water is less than a cent to
fill 4 plastic bottles. Moreover, because the cost of water is so minimal, it does not need to be
taken into account when calculating the cost of ingredients. The same reasoning can be applied
to the second main ingredient, sodium. The third main ingredient, organic cane sugar, costs
$8.88 for a 25 1b bag according to Walmart. Therefore, if 333 bottles can be produced with one
25 Ib bag of organic cane sugar, then the ingredient costs 3 cents per bag. Custom Water claims
a new bottle label costs around 20 cents, and Business Insider suggests the cost of producing 1
plastic water bottle is 2.1 cents. Therefore, the overall cost of producing one new bottle from
our proposed product line will cost a total of 25 cents.

After calculating the cost for 1 bottle, we used multiple secondary sources to find the
overall spending on inventory. According to forbes, in 2015 Powerade had 18.5% of the sports
drink market. By multiplying this percentage by the number of sports drinks sold in 2015,

which was 61 million based off figures provided by Statistica, we determined the amount of
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sports drinks Powerade sold in 2015 to be 11.3 million. When dividing this cost by 2 to
account for both product lines, we discovered 5.65 million sports drinks were sold for each
product line. To conclude, by multiplying the 5.65 million by the cost of making 1 bottle, 25
cents, we found that inventory expense would be roughly 1.4 million.

As stated in the introduction, the advertising spending in 2013 for Powerade was $17
million. We took this number and divided it by 2 to take into account that Powerade has two
product lines, discovering that the spending on advertising for one product line is $8.5 million.
We then added the cost of inventory, $1.4 million, with the cost of advertising spending, $8.5
million, to find that the overall cost of producing a new product line is $9.9 million.

To determine the overall increase in sales the new product line would create, we used
the cost of the new product line and divided it by the previous cost of advertising, $17 million,
which gave us 58%. Then we multiplied the 58% by our advertising elasticity of demand,
calculated from a graph provided, which was .07, totaling an increase of sales of about 4%.

Next, we calculated the return on investment (ROI) for our proposed marketing
activity. We used the starting revenue of $1,020.48 million from statista for Powerade which,
when multiplying that number by the 4% increase in sales, gave us an ending revenue of
$1,062.1 million. By subtracting Powerade’s ending revenue by its starting revenue, we found
the incremental gross revenue to be $41.62 million, and when multiplying this by our gross
margin of 67% (“MacroTrends,” 2019), gave us an incremental gross margin of $27.89
million. After subtracting this incremental gross margin by the incremental marketing cost of
the new product line divided by the incremental marketing cost, we determined the ROI for our

marketing solution to be 182%.

23



The time in which it will take Powerade’s total cost to equal its total revenue, or the
breakeven timing, is about 4.5 months. This number was calculated by dividing incremental
gross margin, $27.89 million, by the 12 months that make up a year, and then dividing this

number under the marketing cost of $9.9 million.
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Appendix A

MRI Data

[ReportType Target Base Total '000 *000 % Detail | % Target | Index
l Standard ]

Total 247,024 26,773 100.00 10.84 100
Base Men 119,259 16.270 60.77 13.64 126
ml Adults . Women 127,765 10,503 39.23 8.22 76
Educ: graduated college plus 76,755 6,331 23.65 825 76
Detail(s) Educ: attended college 70,724 8,413 31.42 11.80 110
Educ: grad d high schoal 71,398 7,982 2981 11.18 103
= | Educ: did not graduate HS 28,148 4,047 15.11 14.38 133
Combine option: ©Any of these items Al of these items Educ: post graduate 26,902 2,136 7.98 7.94 73
Usags 4 Educ: no college 99,546 12,029 44 .93 12.08 m
Age 18-24 29,782 5,820 2174 19.54 180
Drank in Last 6 Months Total Age 25-34 44223 6,657 24.86 15.05 139
Drinks/Last 30 Days Heavy (6+) Age 35-44 40,272 5,373 20.07 13.34 123
) ) Age 45-54 42,569 4,464 16.67 10.49 97
Orinks/Last 30 Days Medium (2-5) Age 55-64 41,475 2638 9.85 6.36 59
Drinks/Last 30 Days Light (0-1) Age 65+ 48,703 1,822 6.81 3.74 35
Brands 7 Occupation: Management, Business and Financial Operations 25,294 2,215 8.27 8.76 81
Occupation: Natural Resources, Construction and Maintenance Occupations 14,135 2,424 9.05 17.15 158
All Sport Drank in Last 6 Months Occupation: Other Employed 43,596 6,418 2397 14.72 136
Gatorade G Series Drank in Last § Months Occupation: Professional and Related Occupations 35,565 3,534 13.20 994 92
i Occupation: Sales and Office Occupations 32,743 3,695 13.80 11.28 104
Gatorade Endurance Drank in Last 6 Months HHI $150,000+ 38,013 2947 11.01 775 72
Gatorade G2 Drank in Last 6 Months HHI $75,000-$149,999 77,732 7,619 28.46 9.80 90
Powerade Drank in Last 6 Months HHI $60,000-$74,999 24,597 2,872 10.73 11.68 108
Powerade Zero Drank in Last 6 Months HHI $50,000-$59,999 18,162 2,330 8.70 12.83 118
HHI $40,000-$49,999 19,272 2,366 8.84 12.28 113
Othar: Drank b Last S Months HHI $30,000-539,999 20,697 2,839 10.60 13.72 127
HHI $20,000-$29,999 19,977 2,168 8.10 10.85 100
HHI <$20,000 28,574 3,633 13.57 1272 n7
Race: American Indian or Alaska Native 3,248 429 1.60 13.21 122
Race: Asian Tl 507 1.89 6.57 61
Race: Black/African American 31,988 4,848 18.11 15.15 140
Race: Black/African American only 30,018 4,572 17.08 15.23 141
Race: Other 25,074 4,428 16.54 17.66 163
Race: Other Race/Multiple Classifications 36,209 5,331 19.91 14.72 136
Race: White 185,311 17.499 65.36 9.44 87
Race: White only 180,797 16,871 63.01 9.33 86
Spanish Or Hispanic Origin Or Descent 39,195 6,654 2485 16.98 157
Spanish spoken in home (most often or other) 41,875 6,549 24.46 15.64 144
HH subscribe to Cable 104,344 9,966 37.22 9.55 88
HH have a satellite dish 58,083 6,137 2292 10.57 a7
Cable Services: NHL Network 3,324 340 1.27 10.23 94
Cable Services: ASE 48,742 5,460 20.39 11.20 103

*CTRL + Left Click to select up to 10 items*

Total Adults = 247,024

Red text indicates unweighted count of 50 or less

Figure 1- Powerade
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Combine option: (@ Anyof hese iems (O Al of hese iters Educ post grduake 26802 3615 1064 1344 28
Edug: no college 39546 13402 3843 1346 E
Usage 4| lage 1824 29782 6004 1786 2018 147
PRI S P Age 2554 44225 5.100 677 2058 150
Ageds4d 10272 £ 1892 1681 122
Drinks/Last 30 Days Heawvy (54 Age 4564 42 569 5280 1553 1240 20
Drinke/Last 30 Dsys Medium (2-5) Age 5564 41475 3370 1168 357 70
AgeES+ 48,703 2864 243 528 43
Drinks/Last 30 Days Light (0-1) . Financil op 25291 4138 1217 1638 119
Brands 7 || |oosupaton: Natrai Resources and 14135 2758 aiz 1952 142
Cetupation: OmerEmployed 43596 7562 2235 1735 125
All Sport Drankc in Last & Months. For nd Felakd 35565 3281 1554 1485 105
Gatorade G Sares Dranicin Last & Month Cosupation: Saks and Offio: Cosupations 273 5044 1484 1540 112
150,000+ 3803 5768 1697 1517 10|
Caty e Endusanca Drank iy ko6 Mot HHIS73.000-5148 998 77732 11285 3323 1453 108
Gatorade G2 Drankin Last 8 Monhs HH $60,000-574 998 24507 3559 1047 1447 105
1 $50,000-559.999 18162 2784 822 1538 112
Fow erade Drankin Last @ Montis HHI$40,000-549.999 19.272 2530 7k 1313 25
Fow erade Zero Drank n Last§ Months HH$30.000-539 999 20897 2855 781 1283 93
" F4 §20,000-529 939 19977 2199 647 101 a0
ey Chank s <10 Mo HH <§20,000 28574 ERE] 938 116 81
Race: Amencan ndizn or Alssa Native 3243 554 183 1707 124
Race: Asizn 737 LTH] 278 1224 a8
Race: BlacuAfcan Amarkzn 31938 4890 1438 1529 "
Race: BlacuAfican Amerkan only 30015 4473 13.18 1490 105
Race: Other 25074 4168 1226 1662 121
Race: Other Rzoe/MuRple Ciasifications 36208 3842 17.18 1613 17
Race: Wiz 185311 2447 7184 1318 E
Race” wWnRe only 180797 23674 69635 1309 95
Spanis Or tispanic Orgh Or Desoent 38135 6322 13560 1613 7
Spankn Doken In hame nod ofen oromen 41875 6571 1833 1568 14
HHIDETDE 0 C3ble 104 388 13646 4015 1308 95
Firinave 3 sielite din 58,083 7843 2307 1350 23
Cable Sevicis NHL NeWok 331 542 139 1830 140

Cabie SenviEs ASE 4874z 6709 1874 1376 toaf
£anie Sandens Aduw sum P a1 1000 132

“CTRL + Left Cick b select up b 10 fEms"

Figure 2- Gatorade

Total Adulis =247.024

Red Extindicaes umw eghied count of 50 or less.
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Figure 3- The Sports Drinks Market
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Appendix B

Questionnaire

3/5/13 Qualtrics Survey Software
Default Question Block
Thank you for agreeing to complete this survey. The survey will likely take 10-15 minutes to complete. Please answer every question to the best

of your ability. At the end of the survey, a code will be generated for you to enter into mTurk to receive approval and payment for your work.

In general, how many servings (bottles/cans) of the following beverages have you consumed in the past 30 days?

More

| seraﬂgs E 78 1012 1315 16-18 18-21 22-24 25-30 31-35 :“e:::ﬂ:?;sa
Regular Soda o] o o o o] o o o o o] o @)
Diet Soda @] o O O (@] O O © O (@] O O
Sports Drinks O e} o] o @] o o o o} ®] o o
Energy Drinks O O O O O O 0 O 0 O O O

Which sports drink brands are you aware of, if any? By sports drinks we mean a thirst-quenching beverage used in sports and related activities,
to rehydrate, boost energy and replenish electrolytes lost to sweating.

Please list in the box below with each item on a new line (i.e. press return after each result). If you aren't aware of any sports drink brands,
please just type "None" in the box.

Which of the following brands of sports drinks are you aware of, if any? Please mark all that apply, including any you may have listed on the
previous question.

O Al Sport

) Gatorade (including G2, Frost, AM)
) FirstPlace

O Powerade

In general, how many servings (bottles or cans) of the following s ports drinks have you consumed in the past 30 days?

More
0 E than 35
| servings 1G] 10-12 13-15 16-18 18-21 22-24 25-30 31-35  servings
All Sport o o o o] 0] o o o O ®) o o
Gatorade @] o o o] o] o O (o] O @] o o
First Place (@] o] (@] @] O o] O o o @] o o
Powerade o] O o o o] o o O @) O &) o]
How easy is it to find the following brands of sports drinks in the store where you usually shop for this type of product?
I have not
purchased ths
Very Difficult Difficult Neutral Easy Very Easy I'm not sure brand
Al Sport (0] @ (o] (@] @] o] (o]
Gatorade =] o O o] @] o o]
First Place o] o o O O @] o]
Powerade o O O o o O o
Overall, how satisfied are you with each of the brands of sports drinks you have used?
Very Ihave not used

https:fde-viawest.qualtric s.com/ControlPanel/A jax php? action=GetSurvey PrintPreview&T=G UJ4a
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35013 Qualrrics Survey Software

Dissatisfied Dissatisfied Neutral Satisfied Very Satisfied I'm not sure this brand
Powerade O O o o O o o
Galorade (@) O (@] (@] O O O
First Place (@) O (@] (@] O O O
All Sport O o] o o O @] o

For those brands of sports drinks that you have NOT used in the past 30 days, how likely are you to buy them in the future, if at all?

I have purchased
Definitely will not  Probably will not this brand within

buy ¥ May or may not buy  Probably will buy  Definitely willbuy  the past 30 days
All Sport O @] () @] O Q
First Place (@] ®] o e} O ]
Gatorade o] @] O O o o
Powerade @] o o O o o

Now, think just about POWERADE and please answer the following questions to the best of your ability (there is no right or wrong answer). How
much do you agree or disagree that POWERADE...

Strongly Neither Agree I am not familiar
Disagree Disagree nor Disagree Agree Strongly Agree I'm not sure with this brand.
If luse thi ct, my friends will think
Ia:'ns:ot assg:::n a'ﬂﬂ:ls;h:ﬂ B & o o o o o o
Is easy for me to find where | shop O O O O 0] O O
Is a product that | use regularly @] Q (@] @ (@) (@) (@)
Quenches my thirst Q Q o (@) @) o Q
Is endorsed fessional athlete:
me:mc; admiblr: e o o o o © o o
Tasles better than other sports drinks o O O O o O O
Ci ina wid h vari f
ﬂ::nos in a wide enough variety of o) Q O (=] O O O
Helpsi thletic abilities whil
Wﬁq?&?wma etic abilities while 0 @ @) @) @) O O
Is a drink that my friends drink O O 0 O O O 0
Restores my energy after exercise o (0] o] (@] =) O O
I have nottried this product @] O e O O ] O
Is a good value for the price o O C‘ O O O O
Yesterday, | had a fatal heart attack aft
i et | @ o o © o o o
Helps make me a better athlete O o 0 0 O o 0
Is a drink that | oflen see advertised on @) (0] (@] O (=] O O

television

Now, think just about GATORADE and please answer the following questions to the best of your ability (there is no right or wrong answer). How
much do you agree or disagree that GATORADE...

I have not
Strongly Neither Agree purchased th s
Disagree Disagree nor Disagree Agree Strongly Agree I'm not sure brand
Is endorsed by professional athletes
whom | admire o o o o o o o
Is a productthat | use regularly O (o] O O O O O
Is easy for me to find where | shop O O O O O O O
I have not tried this product ®) Q ® Q (@] Q Q
Yesterday, | had a fatal heart attack
after watching lelevision o 0 0 O O 0 0
Helps make me a betler athlete o] (@] o o (@) (@) (@]
Comes in a wide enough variety of
Cam o o) o O o o o
Is a drink that my friends drink

htps:/ide-vi Itric s.com/Cy IPanel/Ajax phplaction=GetSurveyPrintPreview&T=GUMa
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O Graduate degree, Doclorate

What was your total household income last year (to the nearest thousand)?
(O Less than §25,000

(O $26,000 1o $50,000
O $51,00010 $75,000
O $76,00010 $100,000
© $101,000 10 $125,000
© $126,000 10 $150,000

Q) $151,000 or more

Age groups are:
: ; -20t0 24
What is your birth year? - 2510 29
49 -30t0 34
-3510 39
What is your gender? ed
foton -4510 49
O Female i 50 to 54
-55t0 59
- 60 or older
Are there any children under the age of 18 living with you?
OYes
O No

What is your marital status?
Q Single/Never Married

(O single/ Divorced
O Marred

O Widowed

O Separated

O()mer

What is the state in which you currently live?

9

What is your racefethnicity?
O African American

O Asian

O Hispanic

O White/Caucasian
O Other

O I prefer not 1o answer

Please enter your mTurk Worker ID.

hitps:ffde-viawestqualtric s.com/ControlPanc VA ja x php?action=GetSur vey PrintPreview &T=GUJ4a 56

Y513 Qualtrics Survey Software

Please create a code to receive payment. The code should be as follows: "A31", followed by three (3) numbers followed by three (3) letters. For
example "A31987ABC" .You will enter the code here and then also copy and paste the exact same code into your mTurk window. We will
match the codes to release your payment. Thank you.




Appendix C

Recruitment Letter

UNIVERSITY OF

LOUISVILLE.

COLLEGE OF BUSINESS

Dear [Name],

I am writing you to request that you take part in our voluntary survey on non-alcoholic beverage
preferences. This short survey is part of an ongoing study and should take less than 10 minutes to
complete |

You have been randomly selected from our mailing list in the directory. Your participation will help us
gather unbiased data for the purpose of our study. Your opinions on non-alcoholic beverages will help
us identify public preferences. High rates of participation are essential to the success of the project.
Your replies are completely confidential. The data is only used for the purpose of this research study
and responses will not be associated with specific individuals.

Personal copies of the project results may be sent out per request upon the completion of the study. If
you have any questions on the research study or the confidentiality of this data, you may respond to this
email directly.

Thank you so much for your time and participation!

Touie Bird
University of Louisville
College of Business Research Department
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Count of RespiD
HeartAttackGatorade

{blank)
Grand Total

T R

HeartAttackPowerade

m

s

790

15

- e boEn e e W

Appendix D

Attention Check Table

CRLIOR
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Appendix E

Replacing 6’s & 7’s with Blanks for Attribute Ratings

e ide e trade
4 5 1
4 2 2
3 4 3
2 2 3
3 4 4
4 3 2
4 1 3
1 2 2
4 3 3
3 1 1
2 3
2 4 3
1 5 1
3 4 3
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Values

Count of ResplD

Average of IncomeCode

Average of AgeCode
Average of GenderCode
Average of EducationCode

Average of
MaritalStatusCode

Average of ChildrenCode

Average of EthnicityCode

777

55.9

34.5

0.56

0.55

0.35

0.31

0.20

Appendix F
Averaged Demographics
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Appendix G

Excel Spreadsheet on Unaided Awareness

ResplD UnadiedAware ness
R_40zQfgD25hr20tf  Power are, Gatorade, vitamin water
R_8izZOTOMdz4dTTL Gatorade / Power-aide /
R_3b3coQ5TefUKmp gatorade / powerade / vitamin water
R_S7pazNSXyl24iNz  gatorade / powerade / vitamin water /
R_BB0B5RauQcYQEX powerade [ gatorade
R_BkrSTmzFTahVPIr  gaterade [ powerrade
R_enGasMTBt2Xklsd Powerade [ Gatorade / VitaminWater
R_8gbgS00uhgm10h powerade, gatorade
R_dpgQepnWZ4tiBhX Gatorade / Powerade / Vitamin Water / Herb
R_6WCVXEFMkGICh 7 Gatorade [ Powerade /
R_AlcNtTMaWOINmEx Gatorade

R_SX2ME410c prvwd Gatorade [ Powerade [ LUguorade [ Aquarius
R_STFIxr3an3%8Mr3  Gatorade / Powerade / Propel /
R_eaqKmpidQ4mP m& Gatorade / Powerade /
R_agiYOUANInczOrX  Gatorade [ Powerade
R_eGTTEHYXKyOdF89 Redbull / Via

R_evkDWnyOYwKE|S|  Gatorade [ Powerade /[
R_8kvWrekD3IXbC1D Powerade

R_0OV2POagakOwAOBY Gatorade

R_déyXtC3dz30Gc5  powerade [ gatorade

UnGatorade

O HORORRBRERBRORLRPRRBRRBRRBRRBRBR

UnPowerade

Lo = L T S P O P I I

UnVitaminWater

(== =~~~ I~~~ e~ R~ B e — i~~~

UnHerb  Unliguorade UnAguarius UnPropel UnOther

O 0D DDOODODO0DOMOODDO D OO

=== 0= 7= 3= 01 =3{=0{ 0= 8= 5= 0=00=00=51=01=0=3=5-]

1]

cooo ooo0D LD ooooDoooo

1]

0000000 KRO000 00000005

DoDoODHrOoODODOoODO0 000D 00D 00
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Appendix H

SPSS Runs

Paired Samples Statistics

Std. Std. Error
Mean N Deviation Mean
Pair P30PoweradeCode 2.015 764 4.7418 1716
1
P30GatoradeCode 3.035 764 5.2148 .1887
Figure la
Paired Samples Test
Paired Differences
95% Confidence
Std. Interval of the
Erro Difference Sig.
M Std. r (2-t
ea Devi Mea Low Upp aile
n ation n er er t d)
P P30Powerad -1. 5.62 .203 -1.42 -.62 -5 .00
eCode - 02 78 6 00 06 .0 0
i P30Gatorade 03 11
r Code
1
Figure 1b
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Paired Samples Statistics
Mea
n N Std. Deviation Std. Error Mean
Pair 1 AwPoweradeCode .95 77 .210 .008
7
AwGatoradeCode 1.00 77 .062 .002
7
Figure 2a
Paired
Samples Test
Paired Differences
95% Confidence
Std. Interval
of the
Std. Error Sig.
Difference
Mea Deviatio Mea (2-tail
n n n Lower Upper t df ed)
Pair | AwPoweradeCode - | -.042 .202 .007 -.057 -.028 -5.86 77 .000
1 7 6
AwGatoradeCode
Figure 2b
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Paired Samples Statistics

Std. Std. Error
Mean N Deviation Mean
Pair FlavorsPowerade 414 705 .753 .028
1
FlavorsGatorade 4.45 705 .695 .026
Figure 3a
Paired Samples Test
Paired Differences
95% Confidence
Std. Interval of the
M Erro Difference Sig.
e Std. r (2-t
a Devia Mea Low Upp d aile
n tion n er er t f d)
R FlavorsPowe - .803 .030 -.36 -.24 -1 7 .000
rade - 3 7 8 0. 0
i FlavorsGator 0 17 4
r ade 8 5
1
Figure 3b
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Paired Samples Statistics

Std. Error

Mean I Std. Deviation Mean
Fair 1 EndorseFowerade 2.84 588 1.051 043
EndorseGatorade 352 588 1119 4@
Figure 4a
Paired Samples Test
Paired Differences
95% Confidence Interval of the
Std. Error Rl
Mean Std. Deviation Mean Lower Upper t df Sig. (2-tailed)
Pair1  EndorsePowerade - -.580 1.015 042 - 662 -.498 -13.849 587 .0oo
EndorseGatorade
Figure 4b
Paired Samples Test
Paired Differences
95% Confidence Interval of the
Std. Enror R
Mean Std. Deviation Mean Lower Upper t df Sig. (2-tailed)
Pair1 TastePowerade - -535 1.404 054 - 640 -.430 -9.979 685 .000
TasteGatorade
Figure 5a
Paired Samples Statistics
Std. Error
Mean I std. Deviation Mean
Fair1 TasteFowerade 3.3 Ga6 84849 038
TasteGatorade 3.85 G2E 024 035
Figure 5b
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Paired Samples Statistics

Std. Std. Error
Mean N Deviation Mean
Pair AthletePowerade 2.56 676 1.040 .040
1
AthleteGatorade 2.74 676 1.105 .043
Figure 6a

Paired Samples Test

Paired Differences

95% Confidence

Std. Interval of the

M Erro Difference Sig.
e Std. r (2-t
a Devia Mea Low Upp aile
n tion n er er t d)

P AthletePower - .815 .031 -.24 -1 -5 .000

ade - 1 2 9 7

i AthleteGator 8 60

r ade 0

1

Figure 6b
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