
Splenda, the non-caloric sweetener also known as sucralose, has been making breakthroughs throughout the sweetener industry since its discovery.  Once it was granted FDA approval, Splenda quickly became so popular that demand exceeded supply thanks to a set of quickly established core competencies.  Those core competencies combined with the pre-existing external environment have allowed Splenda to gain a significant competitive advantage.  Aggressive marketing techniques and strategic cooperative alliances have further propelled Splenda into the artificial sweetener market.  Despite a series of desperate lawsuits from the sugar industry, Splenda is poised to continue its rise to the top of the sweetener industry.
Tate & Lyle/ McNeil Nutritionals LLC/ Johnson & Johnson


Splenda was developed jointly by McNeil Nutritionals, a Johnson & Johnson company and British sugar giant Tate & Lyle.
 Sucralose was first discovered in 1976 by scientists from Tate & Lyle. As of 2005, it has received approval from the food regulatory agency in over 40 countries. Tate & Lyle’s manufactures most of the sucralose out of their plant in McIntosh, Alabama. As a result of the high demand of the product an additional plant is currently under construction in Singapore. Sucralose, mixed with the bulking agent maltodextrin, is sold internationally by McNeil Nutritionals under the name brand Splenda.
 


Tate & Lyle is a multinational food manufacturer based in the United Kingdom. It is a major producer of refined sugar, starches, animal feed, and other food ingredients.
 (Figure 1) Formed in 1921, Tate & Lyle is now the leading manufacturer of sucralose under the Splenda trademark and is currently the only producer of Splenda.
 Tate & Lyle has become has expertise in renewable resources such as corn, wheat, and sugar. In March of 2004, the company reported profits of ₤131 million from the sale of sweeteners in the Americas, and ₤115 million from sales in Europe


McNeil Nutritionals, one of the 204 enterprises under the Johnson & Johnson  Company is the global marketer of Splenda. In an effort to capitalize on future global growth opportunities, McNeil Nutritionals and Tate & Lyle announced a repositioning of their alliance in February 2004. The strategic alliance between McNeil Nutritionals and Tate & Lyle fits the Related Linked Diversification strategy.  Economies of scale are created from a combination of high Corporate Relatedness and low Sharing.
 Under the new agreement, McNeil Nutritionals retained ownership of the Splenda Brand and has commercial responsibility for the global retail and food services business. It also markets directly to consumers and health care professionals. Tate & Lyle has the responsibility of global food and beverage ingredients. This includes providing supply side capabilities to the food and beverage industry. The structure of the agreement plays to the strengths of both companies and ensures enhanced services to its customers.

Creation and Core competencies of Splenda 

Splenda sweetener was created through a collaborative research project between scientists at Tate & Lyle PLC and researchers at Queen Elizabeth College in UK. The 1999 approval by U.S. Food and Drug Administration (FDA) of sucralose as a general purpose sweetener permits the use of Splenda sweetener in all food and beverage applications. It is now available in over 100 food and beverage products sold in the U.S.

Splenda sweetener is manufactured in a patented multi-step process that starts with sugar and selectively replaces 3 hydrogen-oxygen groups on the sugar molecule with 3 chlorine atoms. These tightly bound chlorine atoms are exceptionally stable, and prevent the resulting molecule, sucralose, from being metabolized for energy. (Figure 2)Unlike other non-nutritive sweeteners, it provides great sugar-like taste without a bitter aftertaste. It also offers heat stability so it remains sweet even through cooking and baking.  

Core competencies of Splenda
Core competencies are resources and capabilities that serve are the source of a firm’s competitive advantage over rivals. In order to succeed in the market, firms should take actions that are based on their core competencies. These core competencies are decided by the four criteria: valuable capabilities, rare capabilities, costly-to-imitate capabilities, and nonsubstitutable capabilities.
 The core competencies of Splenda in terms of the above four criteria are as follows:

First, valuable capabilities allow the firm to exploit opportunities or neutralize threats in its external environment. 
  Splenda has a lot of valuable capabilities. It tastes like traditional sugar, with half the calories and carbohydrates per serving. It also has no unpleasant bitter aftertaste. Additionally it is suitable for people with diabetes. (See figure 3) Finally, it retains its sweetness in any food or beverage regardless of temperature.

Secondly, rare capabilities are capabilities that few, if any, competitors possess  
 In terms of taste, the amount of calories and carbohydrates Splenda outpaces the competition. Splenda also has the advantage of being in more products than its counterparts. As a sweetener none are comparable to Splenda.

Third, costly-to-imitate capabilities are capabilities those that other firms cannot easily develop (
). The brand power of Splenda overwhelms other official sweeteners. Splenda is in many well known food and beverage products such as Coca Cola. Many restaurants and bakeries increasingly prefer Splenda because of its lack of calories. Thus, Splenda has become synonymous for a healthy sweetener. The research and development that has gone into Splenda cannot be easily or inexpensively duplicated by other firms.

Finally, nonsubstitutable capabilities are capabilities that do not have strategic equivalents.
 Up to now, any artificial sweetener does not have the technology level of Splenda. Particularly, all other sweeteners change in a high temperature while cooking, but only Splenda can stay sweet. Thus, many firms in fields of food and beverage prefer it. Although firms want to use other sweetener, they cannot find any substitute having capabilities as the same as Splenda. In conclusion, in terms of the four criteria of core competencies, Splenda has sustainable competitive advantage because of its aptitude in all domains. 

5 Forces Model


Using the 5 Forces Model, the industry environment in which Splenda exists can be analyzed.  There is a rather low threat of new entrants to the artificial sweetener market.  This is because of the established brand names that are already competing in a saturated market.  A new entrant could only be successful if it invented a superior product to the existing ones.


The bargaining power of suppliers is rather low because the Tate & Lyle can choose to buy sugar from many different suppliers.  The bargaining power of buyers, however, is rather high because of the many choices of artificial sweeteners.


The threat of substitute products is fairly high because there are multiple brands of artificial sweeteners.  However, the unique traits of Splenda make it very difficult to substitute if consumers are looking for those specific traits.  Splenda advertisers been successful in countering the threat of substitute products by emphasizing those unique traits of Splenda compared the competition.


There is also an intense rivalry among artificial sweetener firms.  Artificial sweetener companies typically use fierce advertising campaigns to differentiate their product from all others.

Direct Marketing to Consumers

Splenda is marketed directly to consumers in a variety of ways. Splenda has been able to use the well-known brand name of Johnson and Johnson to penetrate a growing health food market. Splenda has also been successful in differentiating itself from other artificial sweeteners through its claim that it tastes more like sugar.  Since the human body does not recognize Splenda as a carbohydrate or a sugar, it will not metabolize it.
 This makes Splenda a no calorie sweetener that is about 600 times sweeter than natural sugar. .
 
McNeil Industries began marketing Splenda directly to consumers in 2000 as a sweetener that could be used for cooking as well as a general additive. Within a few months there was such a great demand that manufacturing plants were unable to keep pace. Advertisers were forced to scale back marketing until the supply could be sufficiently supplemented.


Splenda advertisers enjoyed the boost that the Johnson & Johnson brand name provided, but they also took advantage of what is known as “viral marketing.” 
Viral Marketing is a “marketing phenomenon that facilitates and encourages people to pass along a marketing message”
. A small minority of Splenda users not only enjoyed the product to the point where they became fanatical. These consumers would recommend it to as many people as they could. This provided Splenda with word of mouth advertising that in combination with the Internet, proved invaluable.

McNeil in conjunction with Johnson & Johnson name worked to gain widespread support and trust for its product. Advertisers focused on the health and diet food market. They attended health and nutrition conferences and offered information and samples of their product. McNeil was then able to gain celebrity support, scoring a significant advertising victory when Dr. Robert Atkins, creator of the Atkins Diet, went on CNN’s Larry King Live and endorsed Splenda by name as “the healthiest artificial sweetener.”


Johnson & Johnson spent huge sums of money to get Splenda on TV and on the shelves in grocery stores. Advertisers for Splenda used tag lines such as “It's made from sugar so it tastes like sugar” to emphasize its superior taste.
 Advertisers at McNeil would like to associate Splenda with real sugar. Other advertisements such as “Think sugar, say Splenda,” “The Dance of the Splenda Plum Fairy,” “Splenda and Spice and Everything Nice,” 
further help promote its brand. After all its success, this “sleight-of-hand marketing” has recently landed the advertisers in legal trouble.

In order to continue the strong growth of Splenda, McNeil Nutritionals realigned its sucralose agreements with Tate & Lyle LLC in February 2004. This decision for business strategic realignment better positioned sucralose and the Splenda brand for future global growth opportunities. In the new agreements, McNeil Nutritionals retained ownership of Splenda and has commercial responsibility for the worldwide Splenda retail and food service business. Tate & Lyle became the sole manufacturer of sucralose, Splenda’s primary ingredient. Tate & Lyle now supply McNeil Nutritionals sucralose requirements on an exclusive basis. The collaborative structure plays to the strengths of each company and ensures the needs of globalizing the use of Splenda. Since this restructuring, Splenda has continued to see increased growth into new brand partnerships worldwide. "With the impressive growth of both the retail market for SPLENDA® Brand tabletop products, combined with the recent European Union approval of sucralose, the SPLENDA® Brand Sweetener, this realignment will enable us to better serve our customers around the world,"
 said Brian Perkins, worldwide chairman, Consumer Pharmaceuticals & Nutritionals Group, Johnson & Johnson.  Iain Ferguson, chief executive of Tate & Lyle said of the restructuring:

"Growing the contribution from value-added and branded products is a key part of our 
strategy and acquiring the sucralose ingredients business is another significant step 
towards achieving this goal. Sucralose is ideally placed to meet consumer demands for 
reduced calorie options in many categories, including soft drinks, dairy and 
confectionery. We look forward to offering this impressive product alongside our existing 
range of food ingredients and sweeteners," 
 

In the cola industry, one of the biggest strategic alliances is with Coke.  This February, Coca-Cola decided to expand its Diet Coke product line to include “Diet Coke sweetened with Splenda”.  The move by Coke is an effort to expand its low calorie products.  The logo of Splenda is prominently displayed on the new Diet Coke marketing materials, as well as the actual drinks.  This initiative goes to show just how strong the Splenda brand name has become, and how Coke feels it necessary to display the logo on its new product.  About a month after Coke partnered with Splenda, Pepsi decided to introduce a version of its PepsiOne cola with Splenda.  On March 23, the Dr Pepper/Seven Up, Inc. Company launched a new Diet 7UP cola with Splenda sweetener.  The company is heavily marketing the inclusion of Splenda in the new Diet 7UP.
  If the product is successful expect to see a full line of Splenda diet cola products from the company’s many brands of carbonated beverages. 

The only current obstacle to Splenda’s growth appears to be a lack of manufacturing capacity.  Coke and Pepsi have contributed to the sharp demand increase for Splenda.  Tate & Lyle has said it does not plan take on any new US customers until the Alabama plant extension in 2006 and the new Singapore plant in 2007 come on line.  These strategic alliances have temporarily hurt Splenda, but the long-term business strategy remains on target for continued global growth.  
Splenda’s Future

The future is sweet for Splenda.  The company plans to expand its market share by promoting the use of Splenda in restaurants and by creating new forms of the sweetener.  In April of 2005 McNeil Nutritionals, LLC announced the launch of its Brown Sugar Blend of Splenda.  Brown sugar is used in baking and cooking. Bakers find it difficult to replace brown sugar with a low calorie sweetener because in doing so the recipe would lose the distinct texture and flavor that brown sugar is known for.  The introduction of a low calorie brown sugar expands the scope of the low calorie sugar market.  Splenda Brown sugar blend will have half the calories, half the sugar and half the carbohydrates of the original.  In addition to marketing the product to home users, Mc Neil Nutritionals is going to focus on restaurant owners. For many years customers of eating establishments have asked for lower calorie deserts.
  The combination of Splenda and Splenda Brown Sugar blend will make it possible to fulfill those demands.  The restaurant market is one area that Splenda has yet to capitalize on.  Splenda Brown sugar is expected to be on retail shelves as of September 2005. 


There may, however, be a few sour spots in the sweetener’s future. A recent barrage of lawsuits have called into question the use of the company’s slogan: “Made from sugar so it tastes like sugar.” 
 The sugar industry is claiming that because Splenda advertisers have misled the public about the true nature of sucralose, thousands of sugar growers are now in financial trouble. The Sugar Association emphasizes that “Splenda is a hydrocarbon containing chlorine; it is not sugar, and it is not natural. It is in fact an artificial chemical sweetener.”
  Though most food analyzers agree that Splenda is safe, the concern over the slogan stems from the fact that sucralose is made in a lab.  Nearly half of the 426 people interviewed by the Center for Science in the Public Interest (CSPI) falsely believed that Splenda was naturally product.  Countersuits have been filed by McNeil Industries accusing the Sugar Association of “a false and malicious smear campaign”   The results of the lawsuit have yet to be determined.  

 Splenda is a strong brand in the artificial sugar industry because of its core competencies, marketing strategy and global alliances.  The future is bright for this burgeoning pharmaceutical food product despite pending lawsuits.  As the demand for lower calorie, yet sweet foods continue so will the demand for Splenda. 
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