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True Fruit Case Study Analysis

1. How attractive is the smoothie industry? How is True Fruits positioned?

The smoothie industry is attractive due to its high growth potential. It does pose some
negative aspects due to its high competition and price sensitivity. It is important to look at
how Porter’s 5 forces can show how attractive this industry is to the market. First, the threat
of new entrants is high. There is relatively low capital intensity in the industry which makes
it easier for new competition to enter. The case notes that there are thousands of smoothie
companies that exist in the market currently and new entrants such as Starbucks entered
in through acquisitions. Next, one can see that the bargaining of buyers is high since buyers
are price sensitive. This is because customers can easily buy ingredients and make
smoothies at home. This in turn limits a company’s ability to increase overall prices. When
one looks at the bargaining power of suppliers, they can see supplier power is moderate
due to the fluctuation of fruit prices. There is a large amount of packaging suppliers who
provide similar products which reduces the supplier power. The threat of substitutes is very
high due to the presence of homemade smoothies and juices. The case follows consumers
that switch to different and cheaper options when the price of smoothies increases. Lastly,
one should look at the highly competitive rivalry. This is due to the thousands of companies
that exist globally such as Jamba Juice and Smoothie King. Although there is strong
competition, the smoothie industry has high growth potential. The world market for
smoothies was $9 billion in 2015 and was projected to grow to $15.8 billion in 2022. This
growth is connected to consumers who seek health conscious and convenient lifestyles
and overall makes the industry very attractive. While looking at True Fruits positioning, it is
shown that there are many strengths, weaknesses, opportunities, and threats. The
company has strengths due to its premium branding. For example, they have glass
packaging, premium ingredients, and innovative marketing. This helps differentiate it from
its competitors and it allows them to raise their prices. Their weaknesses come from the
general concentration of revenue in Germany, which creates a sole dependence on a single



market and can limit growth. There are opportunities in the fact that there is a demand for
premium and healthy drinks. The main threats come from the fluctuation of fruit prices and
high competition. In conclusion, the smoothie industry is attractive due to its growth
potential caused by health trends. However, the industry is very competitive, with high
buyer power, high threat of substitution, and low barriers of entry. Overall, True Fruits is
strongly positioned due to its premium and strong branding which differentiates it from
other companies in the industry. Although most of True Fruit’s revenue is in Germany, there
is opportunity to expand and grow.

2. How should Daniel Aminati Bilzerian, the strategic manager in charge of True
Fruits international expansion, conduct a market search? How did he get from
192 to 32 potential new markets? Which criteria/variables seemed more
important in his decision making? Which criteria/ variables, whether
mentioned in the case or not, do you think are important and might have been
useful? Why?

Daniel Bilzerian should conduct a structured market screening. First, he should start out
relatively broad with many countries. Then, he should look and see what region he is
considering and then evaluate certain aspects about the economy and demand, so he is
able to eliminate weaker markets. After all of this, he will rank the remaining markets from
strong to weakest by his previous model. Bilzerian oversaw international expansion and
was tasked to pick the top three countries where the company should expand to next. He
got from 192 to 32 by evaluating which countries were most viable for expansion by
possibly using geography and strong data sets. Based on the data set in the case study, he
chose eight factors that he deemed most important to evaluate all the countries on. The
most important factors for specifically True Fruit are disposable income per capita, juice
expenditure per capita, urban population, ease of doing business, and population/GDP.
This tells the company whether consumers can afford premium smoothies, are already
spending on premium drinks, premium groceries in the city, risk level, and market scale. It
could have been useful to look at the competitive intensity and market saturation. It is
important to look at each country to see how competitive it would be to expand their
market into. According to Harvard Business Review, companies will wait to enter the
market until they evaluate the preexisting demand. This can reduce uncertainty avoidance
and allow them to know the demand in that area. By using this strategy, they will be able to
see how competitive a market already is and enter it with mitigated risk and high demand.

3. Given the 32 countries being considered as potential new markets to enter,
what are your choices for the top three countries you recommend for True Fruits
international expansion? A supplemental spreadsheet is part of the Harvard



Course Pack for this case. So, use Excel and the information provided in the
case and your research in choosing your top three countries to recommend.
(True Fruits domestic market or other countries in which they are already active
are not options). What equation or approach did you use to reach that
conclusion and why?

My choices of the top three countries that | recommend for True Fruits international
expansion were the United Kingdom, Turkey, and Norway. First, | chose to evaluate
all eight categories to gain a stronger general knowledge of where all the countries
stand. Then, | decided to evaluate which categories were most important in relation
to international expansion for True Fruit. | chose ease of doing business, consumer
expenditure on Fruit and Vegetable Juices per capita, disposable income per capita,
total population, and urban population. The first one that | chose was disposable
income because a premium product such as True Fruit requires those with a higher
income. Second, | chose consumer expenditure on Fruit and Vegetable Juices per
capita because it reveals if there is already a market for smoothies in that country.
Third, | picked ease of business which shows if the country was easy to enter into
the business with. The fourth one | chose was total population because if there is a
higher population there are more customers. The final category | did was urban
population because True Fruits will sell in cities premium grocery stores. My
information that came out was validated by spherical insights. It showed that there
is a high market of smoothies in the UK due to its high nutritional content and its
side drink replacement. The other countries hold similar markets and credentials as
those of the UK.

Bilzerian focused on exporting as his mode of entry. Is that the only or best way
to enter new international markets? Do the selection criteria and key success
factors change if a different mode of entry is employed (e.g., licensing,
franchising, joint-ventures, and/ or direct investment [company-owned
stores])? What approach do you believe makes the most sense and why?

Exporting is a good mode of entry, but in my opinion, there are other productive

ways to enter new international markets. First, it is important to look at the
advantages of exporting. Because True Fruit is a smaller firm, this is an ideal mode
of entry. It also allows True Fruit to have full control over the quality of their product,
which poses as an advantage to their premium product. This is also an easy entry for
the United Kingdom and Norway, which have been ranked high in disposable



income and demand for premium beverages. The disadvantages included high
transportation cost and limited control over distribution channels. It also might be
difficult if the market is further because it can make the logistics more intricate.
Because True Fruit is a premium, quality product, exporting can open risk for
possible error with the freshness of the smoothies.

Yes, the selection criteria and key success factors change if a different mode of
entry is employed. When True Fruit is looking at licensing, it is an advantage that it
requires minimal investment and is low control. The disadvantage is that licensing
can reduce True Fruits control over the quality of their product and their overall
brand image. This can add a lot of risk because True Fruit is a premium brand that
values their quality. Next, one should look at franchising because it allows
independent companies to sell products under True Fruits brand. That being said,
there is still mid-level risk involved and not total control since it is being sold through
someone else. There are many advantages to joint venture because it can reduce
entry risk and allow the firm to adapt to the market. There is a disadvantage because
it gives up total control and profits of True Fruit. Lastly, foreign direct investment
establishes their production aspects into foreign markets. The advantage to this is
that it allows the company to have full control over their brand which is important for
True Fruits premium branding. The disadvantage is that it may not be feasible in the
short term due to True Fruits small company size. After evaluating all the different
modes of entry, | believe that exporting is the best strategy. It can be used in my two
top countries which are the United Kingdom and Norway because they are high
disposable income and lower risk. They have a strong demand for premium
beverages such as True Fruit and have good business environments for this
company to enter the market. It allows them to expand internationally to the three
countries | provided, because it is lower risk but still allows them to maintain their
quality.

. What are some of the internal and external challenges True Fruits will face in
moving from a list of countries to actually launching its products in your
recommended host countries?

After selecting the top three countries, | realized that True Fruits will encounter
several internal and external challenges when moving from a list of countries to
launching its products in my recommended host countries. The internal challenges



that they will face are limited size and resources. In 2016, they only have 25
employees which can prevent them from going into international expansion.
Because of limited resources and staffing, expanding into different countries might
strain operations. True Fruit relies on fresh ingredients and refrigeration to maintain
their premium quality so international expansion increases these challenges. This is
due to the risk of spoilage and longer transportation times. A few external issues
they could run into would be legal barriers and competition pressure. True Fruit
could runinto legal barriers due to general food safety standards and import
restrictions in different countries. These regulations could increase costs and make
things more difficult for them to enter the market. Another issue is that there is
competition pressure from large companies such as Smoothie King and Innocent
Drinks. Because these competitors have larger finances and strong brands, this
poses as a large external issue for True Fruit. Overall, True Fruit will experience
internal issues such as limited resources and company size, and external issues
such as legal barriers and competition pressures.



Question 3 Excel Sheet:

C o nsumer|
c db
Baseof | Gopper ] Gorm |5 Totsl | Urban Country |Ramking Easeat| Cansumer T Tor
Doing . : GDPia billen ia Expentiurssn Frun —
eapitalin Populatio | Populatia (vales | Doing Business Expenditureon Frats 2 Populatie
Busimess |7 g6 uss || Frulsper f Vepaabied capitain ol |- won, 1016) Ruaking pereapamuss |20d Vegetable Jube ada- w08 D
Ranking cpits i [ Jukaper | Uss percapita in USS
vss | apian
Uss
FE IEFTERT n o YT B fr] = Fr) i ) m 17 m
gw ETETTET T3 TYY) EESTTY FENNEYT Roigiums ) ¢ 10 < 3 7 i id
I RESTTEY N T EETY! EEXTET ot fn 3 2s = g ) ) b |
T IEETI (¥ 4 T IEWETET Bulgaria a1 25 21 30 18 28 18 18]
F5] NETTIE] ! ETE EETE EEFITET Gosm ) M fr] IS i o ) ]
51 NTEET o e TN YT [Cocct m 1 m m m 1e ) T
F T T T TTE! ETSITRT Deamark T 2 [ Ie) 5 2 FT] 1 3
v KT T IESTTE! MENTTS! EEXTTET oo B o 2 19 m T m T
¥ FENSTET! FS| ESTTY! MENSTYY] EYETTET Finkad 7 3| ) 1 3 3| fm i | 3
5T ETWESE STT e T EEYETEN e T 5 : > 7 A n : 2
7 YT L T IR IETTET [Gonrgn 5 5 30 2 51 5 3 3
ol [E% T T FRESEET [Gress ] T T 7 I 13 e )
T KEYSTRT! T 5 FETH WPRTTET] Hungary 25 10 18 3a 1 ) 1s 1
T ETYTTE: o FT55] ST NTRITYN e fE 5 3 3 9 n s 3|
IE! BEEIWE r il i PRI IKTIT EERLRIT Lav ia 5 18 27 18 23 18 30 28]
Fm KT | Pl YT FTT ECETEET! ISYTT = s o ] T 1 %] 17 27 23]
T BRI & 5] Al FEFERT IFYTSET IFITYT Macodonn 5 28 31 18 20 29 28 29]
N T Si I IFYSTET FTEE T | Montnegr. 28 26 32 28 29 28 32 12|
Blds 40220 I s LAk STUITET ETXSTYT NYYSEET | Noherland: 14 4 1 13 3 £ 10 5
Zoaid = o FI¥ ETYETET! IESIEYT! ERTTRT Norway p : m 2 P o m m .
1222478 4l 2l TS EENTTTT ETWEREI! FENTY Poland 11 20 S 17 a7 20 8 8
13,255 ool 224l 1325 AR L2240 500 10 a4] 208 €619 <0) Porugal 12 14 [ 28 11 14 17]
TYTTNT T T 2 uu-‘-ﬂ\wuvu YT mani 23 17 1 24 23 3 1
o8 L5237 00) laidl Lls2l 22l sugensenl R ssia 24 4 20 22 24 1 1) 2
T : e ) FTSINT) MERVERT! = i 3o 19 26 27 o 21
Kl BUXIERD] 20 il 13 SA2l 08 2544 000 lovakia 16 20 23 15 15 22 Ij
£ BTRTTH = T FYTIRT IEYSTH ovans T i 5 5l ) 12 m 5
Kkl BIXSIET i 120l AL ETRRIXT BTSLTRI pain 1 1 H 10 10 10 3
L FWREET g al 137 SESLO00 Edcs weden [ [ a 2 4 15 1 2
rL] BUYIWRT i TS il Ty JEcls LR SERRES urkey 30 2. (1 11 19 21 2 5
jol 2032 350) 123 q LSg 44934 100 3004 00) Ukraine 31 3. 13 31 30 32 7
i ETXTTAT AT il ITE BTETSET! FYETENT KRy | Laeak i 7 1 8] 6] 3] 3 4 ]

Presentation:



TRVE
TRUIT

A case study analysis
by: Lucia Klatt

SMOOTHIE INDVSTRY
ATTRACTIVENESS

« Global smoothie market: $9 billion (2015) -
$15.8 billion (2022)
« Growth Driven by...
health conscious consumers
convenience trends
demand for healthy beverages




MARKET POSITION

Strengths

+ Premium brand positioning

« High-quality ingredients

« Sustainable glass packaging

« Innovative and creative marketing

« Strong differentiation from competitors
Weaknesses

+ Heavy dependence on Germany for revenue

« Limited international presence

« Smaller company with fewer resources
Cpportunities

« Growing global demand for healthy beverages

« Increasing health-conscious consumer trends

« Expansion into international markets
Threats

» High industry competition

« Price-sensitive consumers

» Fluctuating fruit prices affecting costs

VORTERY S TORCES

High threat of new entrants

» low capital requirements

« thousands of global competitors

« large firms entering the market
High buyer power

« price sensitive consumers

« making smoothies at home is easy

« limits price flexibility
Moderate supplier power

« fruit prices fluctuate

« packaging suppliers lower supplier power
High threat of substitutes

+ juices, homemade smoothies

« price increase=consumer switch
High competitive rivalry

+ many competitors




MARKET GCREENING
PROCESS

192 - 32 countries
Step 1: Broad Screening

« starts with broad list of countries

« focuses on most viable countries
Step 2: Evaluation

« disposable income

« juice expenditure

« population

« ease of doing business
Step 3:

« select top countries based on these categories

KEY CRITERIA ¢ELECTION

Disposable Income
« ability o afford premium drinks
Juice Expenditure per capita
« shows current demand for smoothies
Ease of doing business
« indicates risk level and expansion opportunity
Population Size
« larger population = more customers
Urban Population
« premium grocery stores in cities




3 RECOMMENDED
COUNTRIES FOR EXPANSION

United Kingdom

« high disposable income

+ high juice demand

» large population

* easy business entrance
Norway

+ high disposable income

« demand for premium beverages
Turkey

« large population

« large urban population

« strong growth potential

o G

ADDITIONAL MARKET
CONSIDERATION

competitive intensity

« evaluate current competitors
market demand

« companies enter markets with current

demand

« reduces risk and uncertainty
infrastructure and distribution

« cold supply chain to maintain quality




MODE OF ENTRY

Reccomended strategy: exporting

Advantages
« low risk and low investment
« maintains product quality
« ideal for a small company
Disadvantages
« high transportation costs
« less distribution control
Gther entry options
« licensing: low investment but low control
« joint ventures: shared risk but shared control
« foreign direct investment: full control but high
cost

CHALLENGES OF INTERNATIONAL
EXPANSION

Internal challlenges

+ small company

» limited resources

» supply chain and refrigeration problems
External challenges

+ legal barriers

« strong competition from large brands

« distribution challenges
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