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Executive Summary 

Background: The experience economy field within the commodity industry has not traditionally 

been the focus of scholars, instead opting to discuss the notion of experiences in regards to the 

service and hospitality industry. I take the case study of Nestlé’s Dolce Gusto, a large brand 

within the coffee pod industry, which has tried to market itself as being a coffee experience at 

home in order to create a stronger bond with its consumers. 

Research question: The aim of my thesis is to help the Dolce Gusto brand develop a marketing 

strategy that seeks to create a competitive advantage by developing memorable experiences. As 

such, I aim to: 1) Discover how the brand Dolce Gusto can strategically work with experiences 

in the Scandinavian market in order to increase profitability; 2) Assess the level of attractiveness 

and potential of the coffee pod industry; 2) find out how Nestlé’s marketing strategy can 

incorporate experiences in order to create competitive advantage. 

 Method: I start by observing the company and then develop the steps needed to answer my RQ. 

As such, I take a theoretical departure point in the resource based view, the industry based view 

and the experience economy. I then build an analytical framework based on my case study in 

which I analyze the Dolce Gusto portfolio from an experience perspective. My analysis is carried 

out using a combination of both primary and secondary qualitative research methods.  

Results: Based on my analysis, I recommend that the company should: 1) Focus on developing 

their story telling and the interaction aspects of their brand; 2) Develop experiences that have a 

cross platform focus 3) Develop a new marketing campaign to kick start the changes. My results 

indicated that the direct competitors to Dolce Gusto have little differentiating factors. Further, 

despite the success of Nestlé’s luxury pod machine the Nespresso, and their claim of being a café 

experience at home, the Dolce Gusto brand only works minimally with experiences and instead 

competes on price point.   

Contributions to academia: 1) The elaboration of an analytical framework that links resources, 

industry and experiences to marketing strategy and competitive advantage; and 2) the concrete 

study of how experiences can be used in the commodity industry to create competitive 

advantages. Suggestions for future research: I suggest that my analytical framework needs 

further refinement especially in regards to the resources analyzed. Lastly, my framework can be 

adapted to managerial purposes, giving brand managers a useful tool to use when analyzing their 

brand with an experience perspective. 
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Chapter 1: Introduction 
 

The field of experience economy offers a large range of theories that aim to explain, illustrate, 

and describe the change that has occurred in the relationship between the firm and customer. 

However, throughout my studies I found that the majority of theories in this field were developed 

for service based industries, with few exploring the notion of experiences within the commodity 

industry.  

Characterized by having little to no direct contact with end consumers, commodity based firms 

do not have the same opportunities that service based firms have to influence their customers 

through experiences. 

 Yet, despite the differences in the two industries more and more commodity companies are 

focusing heavily on experiences in their marketing strategies in order to gain a foothold within 

consumer’s minds. With the advent of the social media and user created content sites such as 

youtube.com, companies are discovering how powerful an affect co-creation and experience 

based marketing has become. In 2010 Chiquita Brands invited consumers to visit Eat a 

Chiquita.com and put their own stamp on the classic sticker. Eighteen winners of the Chiquita 

Banana Sticker Design Contest had their design featured on millions of bananas. The contest 

even allowed people to share their designs with friends on Facebook. Other examples of 

commodity based firms using experiential marketing can be seen in the PC-gaming industry 

where the notion of co-creation long has been part of the business model. Minecraft is a sandbox 

construction game about breaking and placing blocks. At first, people built structures to protect 

against nocturnal monsters, but as the game grew and the player base evolved, people started to 

work together to create worlds and stories that were accessible for others to take part in. These 

player made content is part of what drove the success of the game.  

With this project I wish to uncover how, through the use of experiences in the marketing 

strategy, commodity based companies can generate competitive advantages. Furthermore, I 

wanted to construct my thesis based on a case study, using a real life company, as this will 

enable me to test my theories. I found Nestlé to be a good case for our research. Nespresso has 

been part of Nestlé’s product portfolio for some years now. Thanks to Nespresso, Nestle has 

developed a product that incorporates a great deal of aspects from the experience economy. With 

a strong foothold in the market and successful advertising campaigns Nestlé has with the 
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Nespresso machines and coffee managed to set a new standard within experiential marketing for 

the commodity industry. In order to leverage on the growing coffee pod industry, Nestlé has 

launched a second tier coffee pod machine targeted to a younger segment called Dolce Gusto. 

The launch of the Dolce Gusto machine has initially been met with success. However, an 

increasing number of companies are entering the market, gaining higher market shares and 

gaining a foothold onto the market Nestlé formerly has had control over. With the market 

becoming more competitive, how can Nestlé seek to differentiate themselves through their 

marketing strategy in order to attract more customers to Dolce Gusto? Can the experience 

economy be used in order to leverage the strengths of the coffee machine to regain market share? 

These are a few of the questions we seek to answer in our thesis.  

1.2 The Research Question 
 
In line with our thoughts described in the previous section I have developed the following 
research question:  

How can Nestle Dolce Gusto strategically work with experiences in the Scandinavian 

market? 

In order to better define my research question (RQ) we need to clarify some of the thoughts 

behind it. The first question that arises after reading my proposed RQ, is why should Nestlé work 

with experiences in the first place?  

I believe, as I briefly mentioned in the previous section, that the experience economy can serve 

as a differentiation factor to drive profitability in a company. Profitability is aimed primarily at 

describing any ongoing process in which a good or a service would produce more benefits than 

costs. Profitability is different from profit in that profitability is an idea or expectations, while the 

profit is the physical result. Most importantly, as a further economic goal, a rate of profit above 

the competitive level can be achieved through the influence of one or two main aspects. First of 

all is the industry attractiveness, which answers the question “where to compete”.  
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The second aspect is the presence of a competitive advantage, which is translated as the “how to 

compete” (Grant, 2009). 

 

Figure 1 Source: Grant (2008) 

According to this view, I broke down my main RQ into two sub-questions 

Sub-Q1: What is the level of attractiveness and potential of the coffee pod industry? 

Sub-Q2: How can Nestlé’s marketing strategy incorporate experiences in order to create 

competitive advantages? 
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1.3 Delimitation  
I have delimited the thesis to the Scandinavian market. This has been done as there exists a close 

proximity and short psychological distant between the countries. Due to this, the Scandinavians 

share much of the same consumer and cultural habits in regards to the consumption of hot drinks, 

and café culture. This in turn decreases the many variables of our study and allows me to 

incorporate an international strategy without having to customize it for each of the individual 

countries.  I have also chosen to disregard pricing strategies in our thesis. This is due to the fact 

that the basis of the experience economy lies in creating sustainable growth and profitability by 

adding extra value to the product and service and moving away from commoditization and price 

wars 

1.4 Structure of the project  

 
Figure 2: Visual representation of our thesis 
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The arrows on the left hand side in Figure 2 indicate the natural progression between the various 

elements in the structure of the thesis, while the double headed arrows on the right side show the 

relationship the elements have between one another.  

This first chapter gives a short introduction to the background of the study and the field of 

research that it relates to, and presents the problem statement and research questions that will be 

explored in the thesis. Chapter two presents the research methods that were chosen for the study, 

the reasoning behind those choices and the subsequent limitations. Chapter three gives an 

overview of the relevant literature and theories that relates to the study and which serves as the 

conceptual basis for answering the research questions. Chapter four presents the analytical tools 

and models and how they have been modified to augment and supplement each other in order to 

gain an optimal understanding of our research and the empirical findings. Chapter five presents 

an analysis of our findings using the research conducted during the course of the project. Chapter 

6 presents our results in relation to our research questions. The final chapter contains a brief 

summary of the study, provides a conclusion as well as contributions to existing research. 
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Chapter 2: Methodology 

 
 
My choices regarding the research methodology utilized in the thesis are here presented and 

discussed. It is determinant that our empirical research is guided by an in depth understanding of 

all methodological issues, as the choices of methodology we make influence the nature and 

reliability of the conclusions that can be drawn from the research. In order to structure this part 

of our thesis we have decided to use the 6 layered research “onion” (Saunders, Thornhill, & 

Lewis, 2009); however only using 5 of the layers as we do not deem “Time Horizons” to 

contribute any value to our project. 

 

 

 

Figure 3: The Onion model (Saunders, Lewis, & Thornhill, 2009) 
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The figure above illustrates our Onion model. An explanation of each layer of the onion follows; 

hence this chapter has five sections. 

• Research Philosophy 

• Research Approach 

• Research Strategies 

• Research Choices 

• Techniques and Procedures  

2.2 Research Philosophy 
The research philosophy of this thesis is hermeneutic. This part intends to uncover the theoretical 

elements of hermeneutics where different perspectives are used as a methodical and analytical 

tool in the project. Initially, the basic parts of the hermeneutic discourse are outlined. This is 

followed by an explanation of the use of hermeneutics in relations to the project. 

2.2.1 About Hermeneutic 

Hermeneutics is rooted in the interpretive social science practice and is based on that 

understanding and interpretation comes before explanation (Gadamer, 1960). Gadamer was the 

first philosopher to elaborate on the concept of "philosophical hermeneutics", which Heidegger 

initiated but never dealt with at length. Gadamer's goal was to uncover the nature of human 

understanding. In his book Truth & Method (1960) Gadamer argued that "truth" and "method" 

were opposite concepts and conflicted with each other. He was critical of two approaches to 

the human sciences. On the one hand, he was critical of the natural sciences. On the other hand, 

he took issue with the traditional approach to the humanities, which believed that correctly 

interpreting a text meant recovering the original intention of the author who wrote it. In contrast 

to both of these positions, Gadamer argued that people have a 'historically effected 

consciousness' and that they are embedded in the particular history and culture that shaped them. 

Thus interpreting a text involves a fusion of horizons (Horizontverschmelzung) where the scholar 

finds the ways that the text's history articulates with their own background. Gadamer 

intended “Truth and Method” to be a description of what we always do when we interpret things 

(even if we do not know it):  
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"My real concern was and is philosophic: not what we do or what we ought to do, but what 

happens to us over and above our wanting and doing" (Gadamer, 1960) 

Both the traditional and philosophical hermeneutics work from a principle of tri-partition: 

interpretation, understanding and application. This means that understanding is to understand 

something, which then can be deciphered and interpreted, to subsequently be used in practice 

(Fuglsang & Olsen, 2007). However, there is a fundamental principle of hermeneutics that is 

common to both the traditional, methodological and philosophical hermeneutics, namely, the 

hermeneutic circle. 

The hermeneutic circle describes the process of understanding a text hermeneutically. It refers to 

the idea that one’s understanding of the text as a whole is established by reference to the 

individual parts and understanding each individual part by reference to the whole. Neither the 

whole text nor any individual part can be understood without reference to one another, and 

hence, it is a circle. However, this circular character of interpretation does not make it impossible 

to interpret a text; rather, it stresses that the meaning of a text must be found within its cultural, 

historical, and literary context. This is a non-locked interaction between each individual part and 

the whole, but the traditional, methodical and philosophical hermeneutics do not agree with the 

importance of this interaction (Gadamer, 1960). 

The differences can be described i.e. from a given text, where the traditional hermeneutics has a 

limited view of the part-whole relationship, where the whole is the complete text and a line or a 

section can be described as a part (Fuglsang & Olsen, 2007). The methodological hermeneutics 

considers the part-whole relationship as descriptive of the relationship between the author and 

text, or text and its context. Consequently, there is an interest to investigate which intentions the 

author has had with the text and further how to interpret the message or meaning of the text 

(Fuglsang & Olsen, 2007). The philosophical hermeneutics, however, deals with a circular 

motion between the interpreter and the text which means that the interpreter’s conceptual 

universe and context will always have an impact on the understanding. It is further important to 

emphasize that the methodological and philosophical hermeneutics varies as the methodical 

hermeneutics has an epistemological approach with the hermeneutic circle, while the 

philosophical hermeneutics understands the hermeneutic circle from an ontological principle. In 

practice, this means that the methodical hermeneutics see interpretation as a way to achieve true 

knowledge, while the philosophical hermeneutics does not regard interpretation as a method but 
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a way of being (Gadamer, 1960).This means that it is during the encounter with the text, or for 

example, a conversation partner that meaning is created between the object and the interpreter. It 

is the interaction between the interpreter and the object that creates the circular motion 

(Gadamer, 1960). 

2.2.2 The philosophical hermeneutics in context of the thesis 

In the thesis I acknowledge the philosophical hermeneutics and the understanding of that the 

hermeneutic circle represents an ontological principle rather than a method. Further, I 

acknowledge the idea that we, as intellectual/conscious and interpretive beings, see the world 

from a personal perspective, formed by or derived by understanding and assumption (Gadamer, 

1960). As such I am aware of the fact that the choices that I make in my research are to a high 

degree related to my previous personal experiences, to my ability to generate and get access to 

new knowledge and to my interpretations of this knowledge. Hence, the way in which data is 

collected, results are analyzed and suggestions are generated is not fully objective. I 

acknowledge that different authors might answer the same RQ in a different way, interpreting 

information in different ways. However, it’s important to underline that I do not strive to attain 

absolute truth. Similarly to the philosophical hermeneutics, I believe that fusion of horizons can 

always be broadened and that the interpreter is always able to contribute to the understanding of 

a given object.  The problem analyzed and the solutions presented are not able to offer a general 

law that can be applied without adaptation to other situations. However, I still believe that my 

results can contribute to the academic world, presenting a model that could be generalized to 

similar cases. 
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2.3 Research Approach 
The next layer of the onion model refers to the research approach and deals more specifically on 

induction and deduction.  

The approach that bests suits my thesis is the inductive approach. My research question was 

formulated with prior knowledge and observation of the problem. It came about after having 

bought the Dolce Gusto machine and experiencing it first hand, as well as having conversations 

with those in my immediate network that owned the machine and their issues with it. Hence, the 

outcome of the thesis is not testing a particular hypothesis developed from theory. 

2.4 Research Strategy 
The third part of the onion relates to research strategy which deals with how to go about 

answering the chosen research question. It includes considerations of which data sources we will 

use, how we intend to collect the data, and the constraints we will inevitably have (Saunders, 

Thornhill, & Lewis, 2009). This thesis uses a combination of literature review and case study as 

research strategies. 

2.4.1 Case Study 

As explained in the introductory chapter, this thesis focuses on how Dolce Gusto can work with 

experiences in order to create a competitive advantage. Yin (2003) in his guidelines for choosing 

the most appropriate research design strategy, suggests that a case study would be the most 

appropriate technique in the case of an explanatory RQ that aims at answering how types of 

questions such as our research questions posed in section 1.2.  The case study strategy thus fits 

with our situation as it involves “doing research through an empirical investigation of a 

particular contemporary phenomenon within its real life context using multiple sources of data”  

(Saunders, Thornhill, & Lewis, 2009). In our case, the contemporary phenomenon refers to 

Nestlé’s situation at the time of our analysis. The case study method allows us to achieve a “rich 

understanding of the context of the research and the processes being enacted” (Morris & Wood, 

1991). A variety of methods can be used in case study, such as questionnaires and observations 

(Saunders, Thornhill, & Lewis, 2009). In this thesis we used primary data in the form of 

questionnaires and secondary data, as well as different collection methods. 

One drawback of this strategy is that it is often seen as not very “scientific”. However Saunders 

et al. (2009) argue that case studies are a powerful tool for exploring and challenging existing 

theory, which are two of the outcomes of our thesis. 
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2.4.2 Literature review 

While literature review was not specifically mentioned by Saunders (2009), I felt that the results 

of my thesis would very much be influenced by previous existing literature in our field of 

research, which is why I decided to include it as a strategy for answering my research questions. 

Literature reviews has a two-folded goal. On one hand, we review highly cited literature in order 

to acquire theoretical knowledge about the relevant issues of our thesis. On the other hand, 

reading, criticizing and synthesizing relevant literature has enabled us to defend our theoretical 

choices. As we mentioned in section 1.1 general introduction there exists a gap in the current 

theory on experience economy as it does not fully cover experiences in commodity based 

industries. By using literature review as a strategy we are able to critically assemble our own 

theories to fill these gaps.  

2.5 Research Choice 
The fourth layer of the onion model refers to the researcher’s choice of methods when answering 

the research question. Three possibilities are given: mono methods, which make use of single 

data collection methods; multiple methods, which use more than one data collection method but 

within the same paradigm, either qualitative or quantitative, or mixed methods, more than one 

data collection method, and they include both quantitative and qualitative data analysis 

procedures. In line with our research approach and the adopted hermeneutic nature of our thesis, 

I use a multiple research methods, relying primarily on quantitative data in the form of my 

questionnaire and secondary research. 

2.6 Research techniques and procedures 
Despite having a sub-question belonging to the descriptive research approach (see RQ1 in 

section 1.2) both my research question and the second sub-question suggest the opposite, that I 

are carrying out an explanatory research. This matches my aim of explaining how and which 

strategies Dolce Gusto should use in order to incorporate experiences into their marketing 

strategy in the given countries. In order to answer the research question, I used a combined 

method in order to ensure the validity and reliability of my research. The following section 

summarizes the various techniques and procedures used throughout the different parts of the 

thesis. 

As is illustrated in the structure of the project (figure 2), prior to working on the case study and 

the data collection associated to it, I developed an analytical framework that would enable me to 
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accurately carry out the analysis. The analytical framework of the project has been created with 

the use of existing literature review, combined in order to generate new knowledge (see gap in 

existing literature section 1). In this way I combine theoretical foundations related to firm 

performance, with specific theory related to the experience economy, specifically adapted to our 

case, and from there derive the answers to my sub questions posed in section 1.2.  

In the case study, I combine survey and documentary analysis in order to assess and analyze my 

sub questions.  

In line with our research approach, and as can be seen in our thesis structure, the relationship 

between our RQ, our theoretical foundations, analytical framework, case study and conclusions 

has been treated hermeneutically as a continuous process from case observation, to existing 

theory analysis and observation, to the analysis of the case, often going back and forth- and has 

been subject to multiple adjustments. This is also in line with our philosophical hermeneutics 

approach that suggests that there is no one single reality. The same research could have yielded 

different conclusions if carried out in a different context by different researchers. 
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2.7 Choice of data collection techniques 

 

For the purpose of answering our RQ’s I employed both primary and secondary data types. The 

secondary data used comes mainly from official reports, company profiles, databases, country 

websites and company financial data reports. Primary data relates to the survey conducted with 

Dolce Gusto’s target segment. Despite taking precautions and trying to minimize human errors 

data manipulation can occur, especially online, and in order to avoid it, I have always tried to 

compare and cross check different sources when obtaining specific information about a 

phenomenon or theory. 

Research question 

Secondary data  Primary data 

Databases found through CBS library (e.g. 

Euromonitor, Datamonitor) 

 

 

 

• Survey 

• Brand engagement rate 

 

 

 

 

External consulting white papers and studies  

 

Relevant empirical studies found in Academic 

Journals 

  

Government official websites  

Company websites 

Table 1 Data Collection Overview 

 
2.7.1 Primary data collection  

Online Survey  

The data collected through the use of this survey was done with the purpose of acquiring data 

that could be used for the analysis. Due to the fact that the questions in the survey are preset and 

are all setup in the same way, this type of survey method ensures that all respondents are asked 

the same questions and are exposed to the same response option for each question. Furthermore, 

as I am using an online survey through a provider that also analyzes the questions based on the 
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answers given, the respondents are able to fill out the survey unattended and as such the 

administration elements are much simpler than other survey methods such as conducting focus 

groups.  Creating questions that manage to fully probe the variety of reasons of visiting a café 

and purchasing a coffee pod machine can be difficult and as such I strove to create a survey that, 

while giving respondents a set of answers to choose from, still contained open ended questions 

and mixed a probed format. The intent here was to encourage the respondents to provide 

information beyond the initial comments and/or answers. The survey consisted of four parts. In 

part 1 the respondents were asked to give background variables such as age and sex. Part 2 of the 

questionnaire is meant as means to acquire some general information regarding the respondent’s 

reasons to visit a café.  The third part asked some probing questions regarding the Dolce Gusto 

brand and coffee pod machines in general while the last part sought to gain some insight into 

purchase habits. As a last remark, I have decided to publish my findings online and as such I 

have only included the link in the appendix and in the end of this section where a summary of the 

findings can be found:  

https://docs.google.com/forms/d/1DRwE_jASmHbw6FDwj-

OapsVMzX_WK2RBY0FByxIeij4/viewanalytics 

Brand engagement rate 

The purpose of this study was to develop an understanding of the current engagement levels that 

Dolce Gusto, Tassimo and Senseo had amongst their Nordic customers. The data gathering was 

conducted over a three month period in which I monitored and collected likes, posts, and 

comments on a daily basis for each of the respective fan pages.  

 

Secondary data collection  

In conjunction with our primary research, we carried out secondary research in order to reach a 

more valid answer to our research question. As can be seen in table 1, we combined documentary 

sources and surveys carried by certified bodies such as the national statistics banks, or 

Euromonitor (in order to gain accurate comparative information about the industry and the 

country profiles), books, empirical studies published in reputed academic journals, industry 

reports, and consulting white papers in order to maximize the validity of our research, and to 

extract the most relevant aspects to our RQ.  

https://docs.google.com/forms/d/1DRwE_jASmHbw6FDwj-OapsVMzX_WK2RBY0FByxIeij4/viewanalytics�
https://docs.google.com/forms/d/1DRwE_jASmHbw6FDwj-OapsVMzX_WK2RBY0FByxIeij4/viewanalytics�
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2.8 Critique of chosen research strategies and data collection techniques  
Total objectivity is difficult to achieve in research, and becomes only more difficult when the 

subject chosen by is a passion of the author. Therefore, one should be aware that personal 

background and experiences may affect the study.  

As described in the previous section we will be looking at how experiences can be incorporated 

into Dolce Gusto’s marketing strategy, and have chosen a research strategy that combined 

literature review and a case study (Nestlé Dolce Gusto). I am aware that my choice of research 

strategy and the previously described data collection techniques (table 1) are not without their 

own limitations as well as drawbacks. However, any chosen research strategy and data gathering 

techniques have their strengths and weaknesses and this results in an unavoidable trade-off 

between internal and external reliability and validity (Bonoma, 1985). In this part of my project I 

will attempt to assess the quality of my research and chosen data collection techniques by using 

Yin’s (2003) proposed guidelines on validity:  

- Construct validity  

- Reliability 

- Internal Validity 

- External Validity 

Construct validity refers to the validity of the connections between theoretical concepts and 

empirically measurable variables (Andersen, 2005). Yin (2003) suggests that in order to increase 

construct validity theoretical concepts should be well defined, and multiple sources of evidence 

should be used. As you will see below, I will explain the concepts used, define key terms and 

reiterate the key theoretical findings throughout the thesis. Moreover, I use theoretical 

perspectives from multiple sources of evidence, combining theory and completing it with 

empirical studies, where necessary, in an attempt to increase construct validity. However, 

limitations of construct validity still remain. Firstly there exist little empirically tested theories on 

the use of experiences in the commodity industry. Secondly the experience pyramid model has 

not been empirically tested and the implications derived from the use of this model can thus be 

questioned. However, I have tried to the best of my abilities to combine supporting literature and 

case examples in my arguments and thus tried to overcome these shortcomings.  

This brings me to discuss the notion of reliability and internal validity when assessing the 

quality of the research I have conducted. Validity in its most basic terms refers to the accuracy of 
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responses to a measure and suggests truthfulness. It answers the question of whether the findings 

are good enough given the context and whether they cover the object of the study in a 

satisfactory way (Olsen & Pedersen, 2005), (Hair, Bush, & Ortinau, 2002), (Neuman, 2008). 

Reliability refers to the extent to in which respondents as well as the data collection techniques 

result in consistent dependable findings using the same methods regardless of the researcher 

conducting said methods (Neuman, 2008), (Saunders, Thornhill, & Lewis, 2009), (Hair, Bush, & 

Ortinau, 2002). Validity in itself is a difficult thing to achieve. When answering questionnaires 

respondents might be more inclined, subconsciously, to give answers that the interviewer wants 

to hear than what they themselves in reality think or do. Reliability and internal validity pose in 

Yin’s (2003) view particular problems in the case of data collection techniques for explanatory 

studies, such as this thesis, in which researchers attempt to explain how one event can lead to 

another. However, I believe that I have taken the necessary steps in order to insure internal 

validity. In section 2.7.1.a I described how the questionnaire was built in such a way that 

questions overlapped to ensure that the respondents were consistent in their answers and 

opinions. The validity of literature review and of our analytical model has been briefly touched 

as part of our discussion on construct validity, and in the next part I wish to further discuss the 

notion of external validity.  

External validity refers to the ability to generalize research results beyond the findings of the 

case study (Yin, 2003). I believe this aspect to be crucial for my thesis, as I use a combination of 

various research strategies, namely literature review and case study, in order to compare findings 

on the relevant issue pertaining to my research question.  

One of the main critiques of the type of qualitative case studies such as the one I am conducting, 

is that they are not scientific enough (Saunders, Thornhill, & Lewis, 2009) and are dependent on 

small samples, which arguably considerably hinders the generalizability of their results (Myers, 

2000).  However, Yin (2003) argues that generalizability is also possible from one single case 

study, provided that the study is carried out with rigor. Furthermore, he proposes that the external 

validity level of the case study is increased by the use of supporting theory. In order to insure as 

much external validity as possible I have based my thesis on a singular case study, however, 

drawing in supportive studies from other industries to build the validity. Furthermore, I have 

tried wherever possible to include complementary theories from multiple branches of study to 

further support my arguments. While it is completely unfeasible to create a wholly accurate 
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paper, we believe that we have managed to work with our chosen research strategies, data 

collection techniques and literature review to balance as to the best of our abilities the limitations 

that exists within these areas.  

2.8.1Validity and reliability of primary and secondary sources  

In regards to validity and reliability of primary sources this is primarily constrained by the 

objectivity and possible subjective interpretation and views of the individual researcher as well 

as by those answering my questionnaire. 

To overcome these limitations, I cross checked the data gathered with findings published by 

recognized scholars in order to properly triangulate the results.  

The secondary sources we used have been chosen based on their reliability. We have only used 

secondary data that has either been academically recognized, highly cited or have come from 

sources that are widely considered to be trustworthy and unbiased such as Euromonitor and 

Datamonitor.  

However, as our project deals with areas in which there has been only done a very limited, if 

any, empirical studies on the validity of our sources might be questionable. There has been very 

little conducted in regards to reports, censuses, or empirical study for the experience industry. In 

fact many of the Scandinavian countries have different definitions as to which industries actually 

belong within the experience sector and what little governmental reports do exist have data based 

on somewhat different variables. Hence, this may give a distorted or incomplete image of the 

environment in which Dolce Gusto operates in. Furthermore, when using competitor websites for 

instance, we keep in mind that the information produced there is given from a biased standpoint.  

All these different challenges we faced considerably reduce the reliability of our secondary 

sources and constitute limitations of our thesis. In order to overcome this limitation, we back up 

our arguments using results obtained from primary research, and hence increase the general 

validity of our analysis. 

 

 

 

 

 



24 
 

Chapter 3: Theoretical Framework 

3.1 Choice of theory  
The project draws on theory from three different fields of study. Firstly, the project centers on 

the experience economy field. Here we divide the field into two separate focus areas. The 

experience economy 1.0, based on the works by Pine and Gilmore, and the experience economy 

2.0 which is founded by later works and draws on the aspect of co-creation and the works by 

Albert Boswijk. We decided to divide this theory in to two parts as we felt that Pine and Gilmore 

did not put the necessary emphasis on co-creation that we feel underlines the modern trend in 

marketing. Albert Boswijk’s further work on the theories of experiences complement and 

augment Pine and Gilmore’s and together the two give a more complete picture of how the 

modern experience industry works.  

Secondly we delve into the strategic management field, using two of three most widely-used 

perspectives on the firm: the industry based view (IBV) and the resource based view (RBV) 

although adapted to suit our experience perspective. We decided to incorporate both of these 

theories as while the IBV gives tools and theory that enable us to analyze the market potential, it 

does not take dynamic markets and service markets into consideration. The RBV complements 

the IBV by taking an internal approach allowing us to acquire a complete picture of the current 

situation.  

Lastly we incorporate marketing theory related to the marketing mix, but use it as a way of 

structuring our recommendations and not as a tool for analysis. 

Our choice of literature has been made with a deliberate attempt to incorporate both well-known 

and reputed authors in each field as well as bring our own insights into the discussion bringing in 

a more modern stance on the various areas. When relying on empirical studies to back up our 

arguments or exemplify theoretical insights, preference was given, whenever possible to studies 

published in reputed journals. 
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3.2 The Experience Economy 
 

3.2.1 The Experience Economy 1.0 

The concept of the experience economy was first introduced by Pine and Gilmore’s book The 

Experience Economy from 1999. Pine and Gilmore (1999) propose the idea that experiences are 

singular events in our lives that completely stand out as something unique. Boswijk et al. (2007) 

also follow the same direction by offering a similar distinction between “experiencing,” and 

“meaningful experiences.” They suggest that we gather impressions of the world around us 

through our senses. These impressions lead to an emotional response, which can lead to a 

meaningful experience; meaningful experiences often comprise a complex of emotions that 

occur simultaneously or successively. Meaningful experiences go beyond those that are merely 

memorable, and are related to the sum of our interactions with our environment and the lessons 

we learn from these during the process of experiencing (Boswijk, Thijssen, Peelen, & Johnston, 

2007). More specifically, Boswijk, et al (2007) utilizes the German terms “Erlebniss” and 

“Erfahrung” to separate every day events and what can be defined as experiences within the 

experience theory. Erlebniss can be understood as many small experiences or events that can 

jointly create an Erfarhung in the understanding meaningful experience (Boswijk, Thijssen, 

Peelen, & Johnston, 2007). 

Pine and Gilmore (1999) explain how incorporating experiences into a business offering 

provides a new source of value creation and also comprises the final stage in the evolution of 

economic value. Furthermore, it allows companies to differentiate their offerings and allows 

them to charge premium prices based on the distinct value provided. 

Both services and experiences are seen as producing intangible offerings to their customers and 

therefore cannot be stored, resold or pre purchased and are consumed simultaneously as they are 

purchased.  

However, there exist clear distinctions between services and experiences. Compared with other 

economic offerings, the creation of an experience depends on the level of participation and 

consumer absorption during the consumption process. By consumer absorption we refer to the 

level of engagement the consumer has with the experience itself. A person can be a passive 

observer of an experience such as theater goers, or he can be fully “absorbed” in an experience 

such as live action role playing. 



26 
 

While the main characteristic of a service product involves focusing on the extent of 

customization, the key element of experience offerings lies on the level of personalization. 

Another way of differentiating services from experiences is that service is something that is done 

for a consumer, but an experience is an offering that actively does or influences the consumer in 

a more profound way, it educates, engages or entertains the consumer (Poulsson & Kale, 

2004).The work of the experience provider perishes upon its performance, but remains in the 

memory of the consumer engaged in it (Pine & Gilmore, 1999). 

The reasoning behind the demand for experiences and the expansion and growth of the 

experience economy has been attributed to a number of factors. Tarssanen and Kylänen (2006) 

claim that the increasing focus on the experiential dimension in the social and economic life is 

interconnected with a wider transformation that we are facing in the age of post-modernity.  

In a similar manner Jensen (2001) discusses in his book Dream Society, how the fact that 

emotions are becoming a more decisive factor when trying to appeal to customers is a result of 

the transformation from a materially defined market to the current post-materialistic one in 

which emotions are playing a central role. Under these conditions, the significance of the product 

per se has become secondary while stories attending the product play the primary role in 

consumers’ decision-making (Jensen, 2001). Whichever the reason, studies in Scandinavia have 

shown that the creative industries represent a significant economic factor in these societies and 

are characterized by considerable growth. In Denmark, a government report entitled “Denmark 

in the Culture and Experience Economy - 5 new steps on the road” (2003) published 

corresponding calculations; and there are further publications from Rambøll (2005)  and the 

Enterprise and Construction Authority (2008). Similar reports have been published in the other 

Nordic countries; for example from Norway in Haraldsen et al. (2004) (2008) report and from 

Sweden and the KK Foundation (2003).  
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3.2.2 The Experience Economy 2.0  

In Albert Boswijk’s “The Experience Economy – A New Perspective” a continuation of the work 

by Pine and Gilmore is presented. Boswijk further builds on Joe Pine’s model “The Progression 

of Economic Value” and adds two more steps on top of the model namely co-creation and self 

direction.  

 

Figure 4: Actors in the creation of a meaningful experience Boswijk, Thijssen, Peelen & 
Johnston (2007) 

Boswijk argues that today’s customers demand more than memorable experiences.  

The basis of the new experience economy is to consider the customer as an active co-creator 

instead of a passive receiver as a way of achieving a self directed experience/life where personal 

development is at the center (Boswijk, Thijssen, Peelen, & Johnston, 2007). Where Pine and 

Gilmore focused on staging a memorable experience in order to create competitive advantages, 

the new perspectives add interaction, co-creation, and self-direction into the equation.  
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Prahalad and Ramaswamy see this paradigm shift as a result of customers having ever-increasing 

availability of information and therefore customers are better-informed when making decisions 

during the buying-process (Prahalad & Ramaswamy, 2004).  

Imagine the relationship between employers and employees in the beginning of the industrial 

revolution. Unions gave rise to proper wages and better working conditions because workers 

organized and demanded more influence. In a similar way, fast access to information and 

awareness shifts the power-balance from top-down to a more flat or equal relationship between 

today’s companies and customers. Prahalad and Ramaswamy (2004) considers this as a new 

logic i.e. where influences and interaction is possible for both parties. Customers communicate to 

companies what they would like to experience and the key is therefore to facilitate this 

cooperation in a meaningful way so that the customers feel in control of the process. What we 

experience is therefore not just a dematerialization of the economy but also a reaction where 

consumers want influence – in some aspect you might consider it a democratizing of the 

economy where co-creation and self-direction is at the center and where staged experiences to a 

higher degree are considered fake or meaningless because the most the important factor is 

missing: the customer and his or her personal influence on the experience.  

Companies have taken this to heart and offer customers the choice to customize their own 

products. Build-a-Bear offers people the “opportunity” to construct their own teddy bears, 

charging customers a premium even as production costs are foisted upon them, while LEGO 

offer products in which consumers pay to assemble the products they pay for. Again, while such 

activities likely serve multiple motivations, the notion that labor can increase people's 

willingness to pay is an underlying theme. Normally one would assume that outsourcing part of 

the labor or product creation process to the customer would result in a reduced willingness to pay 

once customers subtract the value of their labor from the overall cost of the product. However, 

the above examples instead suggest that when people imbue products with their own labor, their 

effort can increase their valuation. 
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3.3 The industrial organization theory 
The industrial organization theory, initially developed during the 50s by Mason and Bain, has its 

roots in the idea that a firm’s performance in the marketplace depends critically on the 

characteristics of the industry environment in which it competes (Bain J. , Barriers to New 

Competition, 1956). The structure conduct-performance paradigm was the dominant paradigm 

for this school of thought from the 50's to the 70's. The term structure refers here to market 

structure. Conduct is described as the firm's choice of key decision variables such as price, 

advertising, capacity, and quality (a sort of an economic dimension of the firm’s strategy). 

Performance is defined as the social efficiency, mainly intended as market power. The 

hypotheses of the paradigm are the following (Bain J. , 1968): 

The market structure influences the Conduct (Lower concentration leads to more competitive 

behavior of firms) 

Conduct influences firm's Performance (More competitive behavior → less market power) 

The above stated hypotheses imply that market structure influences performance (Lower 

concentration leads to lower market power). 

Starting from this paradigm, Michael Porter developed one of the most popular strategic 

approaches to industry attractiveness: the five competitive forces model (Porter 1980). 

Consistently with the industrial organization model, here as well the industry in which the firm 

operates strongly influences its results. Porter's approach, however, results in a more detailed 

description of what he defines as industry and what competitive forces drive them. In particular, 

according to his perspective, industry's profitability is determined by five competitive forces: 

“competition from substitutes, competition from entrants, competition from established rivals, 

bargaining power of suppliers and bargaining power of customers “ (Porter, 2008). 
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The strength of these forces is determined by different variables (see figure below). 

Figure 5: Porter's Five Forces (Grant, 2009) 

Determined by these forces, industry structure reveals the long-term attractiveness and 

profitability of the industry. Porter (2008) argues that analyzing the strengths of the 5 Forces 

should be used to identify opportunities for achieving a competitive advantage. 

Strategists are expected to search and exploit industries or part of industries where the 

competitive forces are weak. Weak competitive forces allow the firm to align itself to the 

industry so as to reap above-average returns. Conversely, strategist should avoid positions where 

the competitive forces are strong which limits the opportunities for achieving a competitive 

advantage and respectively higher profits. Being aware of the configuration of these forces, a 

firm can position itself within an industry to gain competitive advantage (Teece, Pisano, & 

Shuen, 1997).The configuration of the forces varies from industry to industry, meaning that in 

our case the buyers force will most likely see more intensity than the supplier force. 
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The five forces could be influenced by other factors such as governmental policies, advances in 

the technology and innovation, complementary products and services and the growth rate of the 

industry. Some authors also add as additional forces such as the power of complementary 

products (Brandenburger & Nalebuff, 1995). Porter argues that all these affect the 5 Forces 

(respectively profitability), but not necessary in any particular way (positive or negative). For 

instance, strong alliances do not necessary mean less competition and higher profitability. Thus, 

he insists that the strategic significance of these factors can be best understood through the 5 

Forces. Porter also states that while there can be found many factors affecting the industry 

profitability in the short run, the industry structure, manifested in the five forces, set the industry 

profitability in the long run.  

The critical point for a firm in implementing its strategy is, for Porter, creating a defensible 

position within the industry in which the company can best protect itself from the competitive 

forces or shaping them in its favor. According to this approach a firm should choose whether to 

enter an industry or not based only on the industry´ s structural attractiveness. As it results from 

this description, the focus of the five forces model is still mostly on the external factors 

concerning an individual firm, in other words - the industry. It doesn’t pay much attention to the 

internal factors contributing to the success and competitive advantage of an individual firm. 

Internal resources and capabilities are not considered here as fundamental: if the firm lacks some 

assets, they can either be bought or acquired (Teece, Pisano, & Shuen, 1997).  

Furthermore, if the competitive advantage depends mainly on the industry conditions and not on 

the internal capabilities of the company, then why do firms that operate in the same industry 

perform differently? According to this model, in fact, firms operating in attractive and profitable 

industries are automatically successful (Black & Boal, 1994). However, empirical evidence 

shows how different firms in the same industry can perform differently; some can reach an 

advantageous position and some others cannot. In addition to that, the five forces model assumes 

a relatively static market structure. Yet, with the highly dynamic markets of modern economies, 

and especially the experience economy, this model may not provide accurate and valid results in 

absolute terms. However, it still proves useful when implemented together with complementary 

models. For summing up, we can affirm that the model, as a whole, seems to miss some critical 

observations (Black & Boal, 1994), but this does not mean that the industrial organization theory 

and Porter's framework are now invalid. The industry analysis can still provide very useful 
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insights if used as a part of a larger framework of management tools, techniques and theories. 

Therefore, we should adopt the model being conscious of its limitations and not developing our 

strategy based only on Porter's Model (Kippenberger, 1998). In particular, solving the research 

problem, we should keep in mind that the five forces model was originally developed for 

industrial firms and not for knowledge intensive firms, such as those in the experience economy. 

The analysis has thus to be sharpened and modified in order to apply it to our case. 

The following two sections will outline the thoughts behind each force. The first section will be a 

descriptive section of the five forces using Porters own definitions and notions about each force, 

while the second part will deal with how we have adapted these forces to match our case in 

relation to Nestlé Dolce Gusto. 

3.3.1Porter's Five Forces 

In order to acquire knowledge about the competiveness within the coffee pod industry, I apply 

Porter Five Forces. I use the Porter's Five Forces to discuss the elements that define the industry 

structure that Dolce Gusto is situated in. 

3.3.1.a Rivalry  

If rivalry is weak companies can raise prices and earn high profits. If rivalry is intense, price 

competition may occur, lowering sales margins and, hence, profitability. The rivalry is 

determined by three factors, as presented below (Hill & Jones, 2001):  

Industry Competitive Structure  

Industry structure can vary from fragmented to concentrated. Concentration is defined as a 

function of the market shares of some or all the firms in a market (Carlton & Perloff, 2004). An 

industry is fragmented when the players are many and small, and none of them have the power to 

dominate the industry (Hill & Jones, 2001).  

Concentrated industries, on the other hand, are those dominated by either a few large companies 

(oligopolies) or just by one player (monopolies) (Hill & Jones, 2001). 

When an industry is concentrated, the players are able to set higher prices and, thus, profitability 

tends to be higher. In monopolies, one company has control over the whole industry and the 

entry barriers are high. The firm is free to set the price that maximizes its profitability (Bain, 

1968). In oligopolies, few large firms have control over the market and entry barriers are 

moderate to high. Predicting whether profitability is high or low in these industries is not easy 
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and it cannot be logically deducted (Bain, 1968). This is because there is still rivalry like in the 

more fragmented industries but, at the same time, firms are interdependent. The pricing and 

output decision of each firm influence market price and affect market shares of other and, hence, 

industry profitability (Hill & Jones, 2001). The risk of this competitive interdependence is that 

companies might engage in price wars, trying to undercut each other's prices and, hence, pushing 

profitability down. However, this is not always the case, and competition could happen on non 

price factors too, such as brand or design. Hence, in order to assess, whether the oligopoly is 

profitable or not is important to look at other factors, such as product differentiation or demand 

conditions. 

Demand conditions  

In conditions of growing demand the competition is moderate because all companies can sell 

more without stealing market share from their competitors in which case profits are usually high 

(Hill & Jones, 2001). If, on the other hand, the demand is declining, rivalry level increases. In 

order to grow, companies need to take market share away from competitors and this can lead to 

price competition, which in turns lead to lower profitability (Hill & Jones, 2001).  

Exit barriers  

High exit barriers exist refer to those economic, strategic or emotional factors that keep a 

company in an industry even when the level of profitability is very low. Examples of exit 

barriers are investments in plants and equipment with no alternative use, high fixed costs of exit 

and emotional attachment to an industry (Porter, 2008). When exit barriers are high excess 

productive capacity might occur in the industry. This, in turn, will lead to an intense price 

competition driven by the need of the companies to utilize their excess capacity (Hill & Jones, 

2001). 

3.3.1.b Treat of new entries   

The threat of entry deals with market players who bring new capacity and a desire to gain market 

share within a given industry. This in turn puts pressure on prices, costs and rate investment. In 

an industry with a low threat of entry companies can charge higher prices and earn higher profits 

without being threatened by potential new entrants (Bain J. S., 1968). A high threat of new 

entrants, on the other hand, put pressure on prices and moderate profitability. 
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3.3.1.c Power of buyers 

Buyer power relates to the ability of buyers to capture more value by forcing down prices, 

demanding better quality or more service (which leads to increased costs), and by playing 

industry participants against each other. A buyer group can be considered powerful if there are 

fewer buyers than sellers; the industry products are standardized or undifferentiated; buyers do 

not face substantial switching costs; or they if they can become a credible threat and integrate 

upwards.  

3.3.1.d Power of suppliers 

Powerful suppliers capture more of the value of a product or service by charging higher prices, 

limiting quality or service or shifting costs to other industry participants. A supplier can be 

considered powerful if: suppliers are more concentrated than the industry; the product that the 

supplier sells has few substitutes; the buyer industry is not an important customer for the 

supplier; buyers face high switching costs; when the product that the supplier sells is 

differentiated; the supplier group can threaten to vertically integrate forward in the industry. 

3.4.1.e Threat of substitutes 

When an industry does not distance itself from substitutes through product performance, 

marketing or other means, it is bound to suffer in profitability and/or growth potential. The threat 

of substitutes is high when a substitute offers an attractive price performance trade off to the 

industry's product; and the buyers switching costs are low. 

3.4 Resource Based View 
As previously mentioned, Porter’s Five Forces model emphasizes how sustainable competitive 

advantage can be achieved by manipulating the five main forces existing in the industry. 

However, we need to complement our strategic analysis with an assessment of the role of 

internal assets in building long term competitive advantage. Therefore, the next step of our 

strategic analysis is based on another distinct class of approaches that explores the role of firm's 

key resources in creating competitive advantage and superior performance: the Resource-Based 

View (RBV) model. The model emphasizes firm's specific capabilities and assets and the 

existence of isolating mechanisms as the fundamental determinants of firms performance, trying 

to explain the link between firm capabilities and resources and sustainable competitive advantage 

(Barney, 1991). Here, the unit of analysis is the firm and the point of view is inside-out: we first 

need to look at the firm and then moving outwards looking at the environment surrounding the 
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firm. In our case, however, we have chosen to adapt this view slightly in order to make it fit with 

our case. Instead of seeing the analysis from a firm perspective we will look at it from a product 

perspective. Using the same inside out approach that the RBV preaches we will look at the 

aspects of the product that contribute to making the Dolce Gusto a memorable experience and 

thereby a key resource. Therefore “firm” is replaced by product and competitive advantage and 

memorable experience is used interchangeably. A proper resource based view analysis, 

combined with an industry analysis, and a marketing analysis provides a powerful framework for 

the developing of our analysis.  

The RBV model rotates around main principles and assumptions. First of all, a product can be 

seen as a bundle of resources. Barney (1991)classifies these resources as all the “assets, 

capabilities, organizational processes, firm attributes, information, knowledge, etc. controlled by 

a firm that enable the firm to conceive and implement strategies that improve its efficiency and 

effectiveness”. As we are dealing with a product and not a firm we have modified this definition 

so that it incorporates: “capabilities, attributes, information, knowledge, design etc. that 

comprises the product that enables a firm to conceive and implement strategies that improve the 

products efficiency and effectiveness.” 

A products resources can be classified into two categories: physical resources (physical 

technology) and knowledge based resources. 

These resources are heterogeneous and immobile, meaning that every firm possesses a different 

and unique set of assets and these are not easily transferable outside and even within the firm. 

Only some firm resources, and not all of them, can contribute to sustainable competitive 

advantage, and the manager is the key factor in creating profit from these resources. A firm is 

said to have a competitive advantage when it is implementing a value creating strategy not 

simultaneously being implemented by any current or potential competitors (Barney, 1991). A 

firm is said to have a sustained competitive advantage when it is implementing a value creating 

strategy not simultaneously being implemented by any current or potential competitors and when 

these other firms are unable to duplicate the benefits of this strategy (Barney, 1991). A resource 

holds the potential of leading to sustainable competitive advantage if it has four main attributes: 

valuable, rare, imitability and organization. A resource is valuable if it can exploit opportunities 

and neutralize an external threat with the resource/capability. A product’s resources must be rare 

among the current and potential competition.  Imitability refers to whether there be significant 
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cost disadvantage to a firm trying to obtain, develop, or duplicate the resource/capability. The 

imitability of a product is dependent on one or a combination of three aspects. The first aspect 

occurs when the feature of a product is dependent upon unique historical conditions. An example 

of this can be seen in the iconic brand that is Jack Daniels. Jack Daniels has managed to latch 

itself on to the myth of the cowboy, directly relating its product to the Old West and creating an 

association in the minds of the customers between the myth and the product. A resource can also 

be difficult to imitate because the link between the resources possessed by a product and a 

product’s sustainable competitive advantage is casually ambiguous, that is, this link is not 

perfectly understood or understood very imperfectly (Barney, 1991). Finally, a feature is 

imperfectly imitable because the resource generating a product’s advantage is socially complex 

(a very complex phenomena beyond the ability of the firm to systematically manage and 

influence). In addition to that, in order to lead to competitive advantage, there cannot be 

strategically equivalent substitutes for this resource that are valuable, rare or imperfectly imitable 

(two valuable product features are strategically equivalent when they each can be exploited 

separately to implement the same strategies).  

Once a company has realized the value, rarity and imitability of your company’s resources and 

capabilities, the next step is to organize your company in a way to exploit these resources 

(Barney, 1991). 
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3.4.1 The Experience Pyramid  

The Experience Pyramid, normally used within the experience economy and tourism, has been 

adapted together with the RBV and the VRIO analysis in order to create a stronger model to 

represent our case.  

 
Figure 6: The Experience Pyramid, adapted from Barney (1991) and Tarssanen and 
Kylãnen (2006) 

The model depicted above is an adaptation of the original model created by Tarssanen and 

Kylãnen (2006). The y axis depicts the various stages that a customer passes through in order to 

attain a memorable experience, while on the X axis, an examination of the elements of the 

product that create the experience. According to the original model, in order for a product to be 

an experience it must contain six different elements; individuality, authenticity, story, 

multisensory perception, contrast and interaction (S.Tarssanen, 2009).The model represents the 

“perfect product” in which all elements of experience is reflected on both the mental and 

physical levels (S.Tarssanen & Kylänen, A theroretical model for producing experiences - a 

touristic perspective, 2006). However, in my case I have chosen to not include the contrast 
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element or the multisensory perception element. In regards to contrast I feel that both this and the 

individuality elements overlap to such an extent that analyzing them separately would not bring 

any added value to my project and would contain a great deal of repetition. Similarly I find that 

the multisensory perception element is touched upon in the individuality analysis. For a detailed 

look at these three elements please refer to section 5.4.1. 

The goal of the model is to help researchers identify specific areas in a product that is in need of 

further development or improvements. The model analyses an experience product from three 

perspectives, namely from the company (y axis), the costumers own experience, the four levels 

of the pyramid, and that of the composition of the product (x axis). From the users perspective 

the model shows the various levels that a customer must pass through to acquire a memorable 

experience, namely: interest, sense perception, experience and change. We have in turn linked 

these different stages to the various levels of the VRIO analysis. On the product level, the model 

examines how the product itself creates an experience stating that in order for a product to be 

considered as creating an experience it must contain all four (originally six) different elements: 

individuality, authenticity, story, and interaction (S.Tarssanen, 2009). The first experiential 

element is individuality, which refers to creating a feeling within the customer of being dignified. 

It reflects the uniqueness of the product compared to competitors’ products and gives customers 

a sense of being privileged to participate in the experience. The second element is authenticity, 

which reflects the customer’s subjective perception of the credibility of the product. The notion 

of credibility is a complex one, for is a customer to believe that by purchasing one of the many 

Dolce Gusto products you will attain the exact same authentic experience of physically having a 

coffee in a cafe? 

“The standard is no longer real versus phony, but the relative merits of the imitation. What 

makes the good ones better is their improvement on reality” 

(Pine & Gilmore, 1999) 

In the case of Dolce Gusto the product is authentic if it is believable, hence if the customer sees it 

as real (this will depend on whether it aligns with the customers expectation and beliefs before 

encountering the product) the product becomes authentic (S.Tarssanen, handbook for experience 

stagers, 2009). However, we will discuss the notion of authenticity in greater detail in our 

analysis section.  
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The third element is story, which is closely related to authenticity and connects all the elements 

of an experience together giving it meaning and content.  

The final element is interaction, which represents the relationship between the customer, the 

company, and the product. 

3.5 Market Potential and Objectives  
Derived from the company’s overall corporate objectives, marketing objectives are the final 

descriptions of the end result that the company wishes to achieve The marketing objectives 

answer the question “what” and have to be set, so that they take into account the market potential 

(the “why”) associated with a given market. 

3.5.1Market Potential 

Market potential can be defined as the maximum sales reasonably attainable under a given set of 

conditions or as the “set of consumers who profess a sufficient level of interest in a market offer” 

(Kotler et. al 2009).  According to Lehmann & Winer (2005), market potential has five major 

uses: 1) to make entry/exit decisions; 2) to make resource-level decisions; 3) to make location 

and other allocation decisions; 4) to set objectives and evaluate performance; 5) as an input to 

forecasting. It is the fourth point that we in this thesis would like to place our emphasis on. 

Marketing potential can be estimated based on information retrieved from various primary and 

secondary sources such as government sources, trade associations, private companies, financial 

and industry analysts, popular press, the internet, etc. Although managers can use a number of 

mathematical models or statistical methods to estimate market potential, own judgment, common 

sense and logic are of uttermost importance for an accurate estimation. When estimating the 

market and sales potentials of a new product, it is necessary to consider how it compares to 

existing products in the market. Customers whose needs are already met by another product, may 

exhibit reluctance to try a new solution. In this case, the marketing strategist has to make 

judgments taking into account the relative advantage (or disadvantage) which the new product 

has, its compatibility with other existing products or technologies, and the relative financial or 

other risk involved in switching an existing product (Lehmann & Winer, 2005). It is also helpful 

to think of how analogous products have performed when introduced in the past. The more 

accurate the estimates of market potential, the more realistic the marketing objectives would be. 
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3.5.2 Marketing Objectives 

According to Paley (1968), marketing objectives should be considered as instruments of policy 

for realizing corporate goals. Corporate businesses have for a long time seen the value in placing 

a broad definition on their products and brand, a definition that places emphasis on an intangible 

association to what their brand and product represents. Abercombie and Fitch, market themselves 

as a hip and cool brand that connects itself to the perfect idealism of the human body.  A quick 

search on Youtube and one can find the almost 16 million viewed video of Dove’s campaign for 

Real Beauty. An astounding success that sky rocketed their brand image, the Real Beauty 

campaign was a marketing strategy in which dove successfully targeting a taboo within the 

fashion industry. Dove’s objective was to rebuild women’s self esteem and redefine beauty 

standards. Kotler and Levy (1969) emphasizes the need for business organizations to place more 

importance on the need for a broader definition company’s stance on their brand on product if 

they are to survive and grow. As such the marketing objectives should place focus on developing 

a brand in such a way as to create a valurization for the products. More specifically, marketing 

objectives should avoid focusing on creating value through price competition as this can 

eventually lead to a devaluarization of products in the eyes of the consumers. In L’Oréal, certain 

products would never sell below a certain price point no matter what the competitors’ products 

price, instead the focus was to invest in other areas that would increase the value (beauty) of the 

product, either by developing elaborate shelf systems or with new marketing material.  

According to the Management by Objectives doctrine, marketing objectives have to meet four 

criteria in order to effectively lead to achieving organizational goals: 1) be arranged 

hierarchically from most to least important; 2) be stated quantitatively when possible; 3) realistic 

taking into account market potential and other factors; 4) be consistent (Paley, 1968). However, 

in light of the discussion above when discerning the marketing objectives emphasis will be 

placed on valuarization of the products and brand.  
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Chapter 4: Analytical Framework 
 

Our analytical framework is depicted in the table below. It follows our initial project structure 

and showcases the two models that we will use in our analysis: Porters 5 forces and The 

Experience Pyramid.  

 
Figure 7: Analytical structure 

The theoretical framework provides us with the analytical framework necessary for answering 

our research questions: 

RQ1: What is the degree of attractiveness of the Scandinavian experience industry for Dolce 

Gusto? 

RQ2: How can Nestlés' marketing strategy incorporate experiences in order to create 

competitive advantages? 
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The specific theories previously mentioned are directly derived from the research sub questions, 

to which they provide an in depth theoretical knowledge base from which starting a more 

practical analysis. Applying the theories and the consequent practical tools to our specific 

research task will be indeed vital to our analysis in order to be complete, to successfully conceive 

proper strategic recommendations for the Dolce Gusto brand. 

We have linked the two perspectives, RBV and IBV, together with theory from the experience 

economy. This has been done in order to determine the market potential and marketing 

objectives for Dolce Gusto. The marketing potential and marketing objective will in turn help us 

in developing our recommendations. 

The IBV theory contains our market analysis, which deals with analyzing the industry through 

the use of Porter’s five forces. In the RBV we have used a combination of the VRIO analysis and 

the Experience Pyramid in order to determine which aspects of the product can potentially be 

leveraged with our underlying theories in the experience economy to create added value.  

Porter’s five forces will lead us to determine the market potential while the second model will 

help us set the marketing objectives. Once these two marketing aspects have been determined we 

can move on to the implementation stage where we look into answering “how” Nestlé can 

achieve the targets set.  
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Chapter 5: Analysis 
 

The analysis offered follows the framework built in the previous section, with the exception that 

we start off giving a brief introduction of the company before starting the initial analysis. We 

provide an overview of the different types of analyses and highlight those points that have 

implications for the firm’s strategy. The strategic recommendations discussed take into account 

the theoretical suggestions from the previous section.  

5.1 Company Description  
Nestlé is the world’s biggest multinational packaged food and nutrition company founded and 

headquartered in Vevey, Switzerland. At the end of the 2010 financial year, Nestlé had sales of 

CHF 109.722 billion, with a net profit of CHF 34.233 billion. Furthermore, the company has 443 

factories in 81 countries around the world and has more than 300.000 people employed across 

the globe (Nestlé, 2013). Beverages, which include the category hot drinks, compromise 20% of 

the Swiss based company’s net revenue in 2010 and Nestlé’s key brands within the hot drinks 

category, include Nescafé, Nespresso, Nesquick and Milo. The company´s presence is currently 

strongest in Western Europe; however, the company has been the market leader in every hot 

drinks region with the exception of North America in 2010 (Euromonitor, 2011) 

 

Figure 8: Nescafé Brand Sales 2005-2010, Euromonitor (2011) 
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Following their astounding success with the Nespresso coffee machine, Nestlé sought to gain a 

larger presence within the growing coffee pod market and launched the Nescafé Dolce Gusto in 

2006. Unlike its predecessor, Nespresso that focused on the luxury market, the consumer brand 

Dolce Gusto, focuses on the “middle” market of 25-35 year olds and offers a large ranges of 

machines and capsules.  

5. 2 Five Force analysis 
The insights from the Porter analysis is used to discover the level of attractiveness of the coffee 

pod industry. It is a stepping stone to calculating the market potential and is further used in 

conjunction with the experience pyramid to develop a realistic marketing objective.  

5.2.1 Threat of entry 

The current players within the coffee pod industry in Scandinavia are for the most part large 

multinational companies that have previously launched the products in other countries. This 

coupled with the fact that incumbents have a certain degree of advantage in regards to experience 

in the industry, well established name, networks and partnerships down the value chain allows 

them to achieve a high rate of economics of scale. It is unlikely for a newcomer to instantly build 

a similar network and gain full access to such unconventional channels.  

There are currently two ain threats of entry on the market. Firstly Starbucks has recently 

launched their own coffee pod machine in the North Americas, and with their recent entry into 

the Scandinavian market with their physical store it is not farfetched to think that they will 

launch their own machine into the Scandinavian market within the foreseeable future. Secondly, 

as patents run out companies are seeking to encroach on the market by foregoing their own 

version of the coffee pod machine and instead creating alternatives to the current variety of pods 

available, and offering them at a competitive price. Some of these companies also offer re-

useable pods, further threatening the existing companies. 

 As these machines are generally proprietary systems, consumers are 'locked in' to a specific 

coffee producer's pods once they purchase a machine guaranteeing it a loyal consumer base and 

enabling it to justify a price premium. As we mentioned earlier, there exists companies that 

produce inexpensive alternatives to these pods, i.e Coffeeduck. However, these pods are not as 

widely available and are not available to all variety of machines due to the fact that most of the 

machines still have patents on their products. This lock-in effect indicates that switching costs to 
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competing machines are high within the coffee pod industry. Despite the risk of entry of 

competing firms we believe that Nestle Dolce Gusto still has a solid hold on the market to 

counter act any new entrants. As such I deem that the entry barriers among competing products 

to be high. It is important to highlight that I am talking about competing products here as 

switching costs for substitute products and subsequently entry barriers for these products are 

different as will be explained in the following section.  

5.2.2 Threat of substitute products or services 

According to Porter (2008) the threat of substitutes is high if: a substitute offers an attractive 

price-performance trade-off to the industry’s product; and the buyer’s switching costs are low. 

Despite our initial assessment of high switching cost, this was in relation to competing products 

and not substitutes. As mentioned in the beginning of this section I will take a look at the price-

performance trade off, but not before looking at the number of available substitutes on the 

market. Next up I will look a bit more into the switching costs and the buyer propensity to 

substitute.   

The substitute products can be divided into two sections. Firstly, I have the tangible products.  

There exist numerous substitute products for the coffee pod machine depending on how you 

delimitate the market. As I originally wrote we are looking mainly at the coffee and hot drinks 

industry, as such this is where I will find the substitute products. In this category I find numerous 

products with the main ones being: 

• Instant coffee 

• Powder coffee 

• Un-grinded coffee 

• Tea pouches 

• Chai tea 

• Hot chocolate 

I decided not to include tea leaves among the substitutes as I could not find enough differences 

between that of the tea pouches to warrant its inclusion.  
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A key fact to mention is that companies of the coffee pod machines gain their revenue not from 

the sales of machines, but from the lock in effect that happens once the machine is bought and 

the subsequent sales of pods. This means that the company has to keep customers interested in 

the product after the initial sale has been met in order to gain profits. This increases the 

likelihood that customers will use substitute products and not create further sales after the initial 

purchase. The second aspect of the substitute products comprises of the services that are 

available. Like my initial delimitation with the hot drinks market, I have, due to the fact that the 

Nescafé Dolce Gusto brands itself as “A café experience at home”, chosen to look into the café 

industry as well. The table below shows the number of cafés in each country: 

Total amount of Cafés in Scandinavia by 
country 

Country Cafés 2011 
Denmark 2316 
Norway 830 
Sweden 2136 
Total 5282 

Table 2: Amount of Cafés in Scandinavia by country 2011. Euromonitor (2012) 

As such there exists a great variety of substitute products available in each country, however 

before I can make any final conclusion on the threat level of substitutes I need to take a closer 

look at the price-performance trade-off. 

I will follow the same structure as above and look at both types of substitutes.  

The table below shows a summary of a price comparison I have made between coffee pods and 

current substitutes on the market. 
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Product Price for 1 cup Euro 
Coffee Pod 
Machine 0,7 
Instant coffee 0,1 
Powder Coffee 0,07 
Tea 0,12 
Hot Chocolate 0,31 

Table 3: Price per unit of substitute products 

Disregarding the price of the machine it is clear to see that the priciest choices are the coffee 

pods. The hot chocolate is the closest contender; however, even without factoring in the cost of 

electricity or gas used to heat up the milk the cost is still far from that of the pods.  

In regards to performance I can compare the machine to a regular coffee brewer. Here the pod 

system really shines. The brewers have far less features and benefits associated with it and are 

only able to produce one variety of hot drinks compared to the pod system. Furthermore the pod 

system incorporates an element of fun into a routine ritual, strengthening the relationship 

between customer and brand. The variety of brewers is on the other hand very large, and prices 

can range from anywhere between 40-270 euro. Despite this I find that the pod system to come 

out the victor here due to minimalistic functionality and the variety of drinks that can be made on 

it with relative ease.  

Looking at the second part of the analysis we benchmark the price of a single pod to the price of 

that of a hot drink at a café (substitute service), and here things look differently. Denmark has 

before been in the spotlight in regards to the prices of coffee in the city. Research undertaken by 

the Danish newspaper Politiken (2010) revealed that Copenhagen was the most expensive city in 

the world in which to purchase a café latte. Denmark’s leading specialist coffee shop chain, 

Baresso Coffee, stated that its high price is related to high taxation rates, high employment costs 

and the high cost of milk in Denmark. The average price of a café latte in a Baresso Coffee outlet 

is DKr 32. Here the price of a pod becomes much more competitive and looking solely on this 

factor comes out the victor. However, the general high price of coffees in the cafes across 

Scandinavia coupled with the fact that the CAGR of cafés in all countries is on the increase 

indicates that Scandinavian consumers can still afford to purchase high quality espresso-based 

coffee and are willing to do so. This is also corroborated by our survey in which 45% of 

respondents visited a café at least once a week (question 3, appendix 1). Furthermore, 
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Euromonitor (2012) found that the Norwegians were less price sensitive in regards to coffee, 

strengthening the argument that the pod system will have a difficult time competing against 

traditional cafés. While the case I have presented has been an either or situation, I need to look at 

the buyer propensity to substitute in order to fully understand customers drinking behaviour. 

According to the survey I created, 45% (question 15, appendix 1) of those currently using a pod 

system simultaneously use both the pod system and a substitute product. This means that the lock 

in system does not prevent costumers from switching over to substitute products. Furthermore, 

despite claiming themselves as being a café experience at home Dolce Gusto does not actually 

compete against cafés. It even stands to question whether cafés are substitute products as the two 

sell two extremely different things. As a result of my findings I find that the overall threat of 

substitutes can be considered extremely high. 

5.2.3 Power of Suppliers 

The power of suppliers has minimal impact on the areas covered in my project. While a situation 

in which the coffee suppliers have a high supplier power and start to demand higher wages this is 

fairly unlikely as Nestlé has a solid cooperation with its 165.000 direct suppliers and 680.000 

individual farmers, who deliver materials to Nestlé’s buying stations. They currently invest over 

30 million USD for financial assistance to farmers not including the multitude of learning and 

development programs they currently have in place to help the local communities (Nestlé, 2013). 

With their heavy investments into CSR, Nestlé has insured that the small supplier communities 

have in part become dependent on the company not only for the job they provide but also for all 

the support functions the company enlists for the farmers. Due to this symbiosis, I believe there 

to be a low power of suppliers.   
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5.2.4 Power of buyers 

This section is split into three parts. First I look at the general level of differentiation between 

products on the market and the end consumers switching costs. The second and third part looks 

at how the Internet has allowed end costumers to capture more value by influencing the sales and 

strategic direction of a product.  

5.2.4.a Differentiation 

The table below shows a summary of the direct competitors on the Scandinavian market. 

Technical specifications have not been included in this summary as after a thorough analysis I 

discovered that most of the machines are, with some slight variations, technically identical. 

Brand 
Owned 

by 

Machine 
price 
range 
(EUR) 

Machine 
Variety 

Available 
Colors Merchandise  

Drink 
Variety 

Pod Unit 
Price 

(EUR) 
Dolce 
Gusto Nestle 134-268 4 3 Y 34 0,375 
Senseo Phillips 134-268 5 02-jun N 12 0,25 

Tassimo Kraft 174-228 4 02-apr N 41 
0,375-
1,00 

Table 4: Direct Competitor Benchmark 

I find that the brands differentiate themselves in three ways: design, pod variety and 

merchandise. With the exception of the merchandise available; however, all three brands follow 

the same strategy. They have a sleek modern machine design appealing to the minimalistic 

design trends consistent in Scandinavia as well as updating their variety of drinks with a new line 

of products every so often in order to encourage added sales. As such I do not deem that there 

exist enough differential advantages between the products to warrant a power shift from 

consumers to brands.   

5.2.4.b Switching Costs 

Once consumers have purchased a machine there exists little incentive for them to purchase a 

second machine. Most people normally only have either a single type of coffee brewer or one of 

each as is evident from the answers to question 15 in our survey. At the time of writing this 

project there are no other alternative pods on the market for the Nestlé Dolce Gusto other than 

those produced by Nestlé, and while there exists guides on Youtube on how to refill the capsules 

this at the present moment is not a widespread trend large enough to be a threat to Nestlé.  
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5.2.4.c Internet 

The most profound proof of the increase in consumer power comes in the form of the Internet, as 

Kucuk and Krishnamurthy so eloquently put it: 

“The industrial revolution was to manufacturers what the digital revolution is to consumers.” 

(Kucuk & Krishnamurthy, 2007) 

For all matter of purposes the three countries boast some of the world’s best connected 

population, see table below.  

% of population with access to the internet 2012 
Country Percentage 
Sweden 94 
Norway 93 
Denmark 89 

Table 5: Internet Acess in Scandinavia. Statistics Sweden/Norway/Denmark (2013) 

Furthermore, the three countries also have a relatively high percentage of the population that 

uses social media sites. The table below indicates the level of penetration Facebook has in each 

respective country, and while it does not represent the level of penetration among all social sites, 

it is a good indication none the less due to Facebook being the largest social media site in the 

world: 

Facebook Penetration by Country 
Country Percentage of population 
Sweden 52,62 
Norway 55,02 
Denmark 54,37 

Table 6: Facebook penetration in Scandinavia. Social Bakers (2013) 

The advent of the Internet has empowered the consumer in a way that no other mechanism or 

invention has. Internet technology gives consumers superior flexibility and mobility, and its 

influence can be seen even in our method of data gathering as our survey was sent online and 

made available through multiple channels. Thompson (2005) writes on the effects of the Internet: 

Time-space compression is hyper-intensified by advances in information technologies and the 

digital revolution. We can now ‘virtually’ be anywhere, and be ‘virtually’ anyone, at ‘virtually’ 

any time. 
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5.2.4.d How the internet influences sales 

One of the most important aspects of the Internet in regards to consumer choice is the ability it 

has given them to easily and quickly obtain information on product features and prices. 

Numerous websites such as momondo.com and kaffekapslen.dk have sprung up that allow 

consumers to quickly access information on products and services and customize searches within 

product categories to easily match personal preferences. If we take a step back and look at why 

such sites have become so popular we find that the reason lies in the amount of choice that the 

Internet provides us. As we now are able to practically cater to every type of niche at a fraction 

of the cost, consumers need a way to filter the newly developed long tail (Anderson 2006). 

Hence we have benchmarking sites and peer to peer recommendation networks such as that 

developed by Amazon.com to help guide us in our choices. 

“We are leaving the information age (of the 90’s) and entering the Recommendation Age. 
Information gathering is no longer the issue, making smart decisions based on the 
information is now the trick. Recommendations serve as shortcuts through the thicket of 
information” (Anderson, 2006)  

Hu et. al (2008) discovered that changes in online reviews are associated with changes in sale 

and that the impact of online reviews on sales is a decreasing function of the age of the product. 

Furthermore, Basuroy et al. (2003) and Chevalier and Mayzlin (2006) found that negative 

reviews have a larger affect on sales than positive ones. All in all these factors work towards 

increasing the power of the consumers. 

5.2.4.e Changing strategic directions 

 As I have stated in the previous section the Internet allows for instant communication across the 

globe. This ability affects company marketing strategies in a much more unpredictable way as 

dialogue between consumers and brands becomes less controllable and user reviews becomes 

more impactful. More often than not companies fail to realize the impact that social media can 

have on their brand, and how originality in small doses can have such profound effects. Take for 

example the case of “Yousee Im breaking up with you” (Facebook, 2012). The cases is a prime 

example of how a negative comment on a company’s Facebook site can be turned into a viral hit, 

and simultaneously change the image that the brand has in the minds of its consumers with just 

one post. What makes this case so fascinating is that it shows the unpredictability of customer 

dialogue and how an original experience can create large ripple effects among ones customer 
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base. While these instances of originality are rare and few between they serve as a reminder of 

how relations between customer and companies are becoming more dynamic and unpredictable. 

The effects of which can be felt very rapidly, as with the rise and subsequent fall of the PC game 

“Day Z” or the popularity of Psy. The advent of social media and bloggers has enabled 

consumers to give a medium for their emotions and feelings towards brands that should not be 

taken lightly. The consumers’ ability to access more options in the market has without a doubt 

resulted in an increase in bargaining power. This new sense of power has created a costumer 

with a desire to become more involved in creating the brand experience. In some cases 

consumers have become so adamant in this that product “modding” has become a norm within 

certain industries. This is not to say that we have gone from a society where products are being 

“pushed” by the consumers, this is evident by Apples success. However, the effects of consumer 

behavior is becoming much more felt as something to be constantly monitored and, most 

importantly, nurtured with the same care one would use to raise a wild lion.  

Thus, I can conclude that although buyers are less concentrated than sellers, currently buyers 

have high level of power.  

5.2.5 Intensity of rivalry among competitors  

The hot drinks industry is characterized by consumers that are rather conservative with regard to 

their choice of brand, especially older consumers in coffee. On the other hand, 18-to-45 year-old 

consumers tend to be less faithful to specific brands thus it is these consumers who 

manufacturers target when launching new products (Euromonitor, 2012). The competitive scope 

of the market has thus lead companies to introduce coffee machines and coffee pod machines, 

such as Dolce Gusto and Tassimo, with the aim of targeting this base of consumers.  

In line with Porter (2008), and in order to establish the intensity of the rivalry in the industry, I 

assess four drivers of competition: industry evolution, industry concentration, demand conditions 

and exit barriers as they were assessed in the theoretical review to be the main drivers of rivalry 

in the industry.  
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5.2.5.a Industry evolution  

The industry evolution, as discussed in the theoretical review, impacts rivalry. The coffee pod 

system has been around for a relatively long time, with Nespresso first appearing in Switzerland 

in the late 1980’s. Globally, the market has still not reached saturation. This can also be seen in 

the current market trends in Scandinavia, where the coffee pod market is currently on the rise. 

 
Figure 9: Coffee Machine Sales Scandinavia. Euromonitor (2012) 

Despite the fact that the coffee machine sales in Sweden have decreased substantially, 

Euromonitor (2012) has forecasted a large increase in the sales value of the market itself in the 

couple of years. This trend will have a positive impact on profitability, with large business 

opportunities available to the leading players. 

5.2.5.b Industry Concentration  

Appendix 2 shows the company shares of the three Scandinavian countries within the coffee 

industry. While not specifically showing the coffee pod industry, it is still a good indication of 

how that industry looks like. What is clear is that all three markets are dominated by three major 

players that together control approximately 60% of the entire market. This indicates that the 

industry is a highly concentrated one, also called an oligopoly. Companies in this industry tend 
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to follow each other’s strategies and as interdependence between players is very high, the biggest 

existing threat in the industry comes in terms of a possible price war.  

Bain (1968) also argues that profitability in a concentrated industry is hard to predict logically. 

While threats of price wars exist, the industry can also be very profitable when the players can 

differentiate their offer.  

Taking a closer look at Dolce Gusto one can see that while a lot of the marketing is directed 

towards trying to create a lifestyle brand, their website focuses mainly on promoting price 

offerings and bundle deals. This could indicate that Nestlé is trying to become a volume player, 

using price as the point of competitiveness as neither Senseo nor Tassimo have such a heavy 

focus on prices on their website. This could; however, create problems in the future as they risk 

devaluing their product. However, we don’t find this to be prevailing strategy in the industry as it 

is currently in a growth stage in the Scandinavian markets allowing players to grow without the 

need to steal market shares from competitors. 

To sum up, I assess industry concentration to be high but not to drive profitability down. 

5.2.5.c Demand conditions 

Demand conditions have an impact on competition level and, hence, on industry profitability. 

The following section analyses demand conditions specifically for the 25-35 year old segment in 

the Scandinavian markets as this corresponds to the target audience.  

I analyze the size of the coffee pod industry in the countries, and the competition level in the 

coffee pod industry as main drivers of Dolce Gusto’s demand conditions in the three countries. 

With industry size I refer to the sales of coffee machines, and will be looked at from both a 

historic and future perspective.   

Industry sizes differs in the different countries and, as such, are analyzed separately for each of 

the country after having assessed competition level of the coffee pod industry in Denmark, 

Sweden and Norway. 

5.2.5.d Industry Competition 

In the three countries the coffee industry was found to be highly competitive. When competition 

in the industry is very intense, prices lower and pressure on the profit margins of the companies 

is higher. During the past few years, the price reduction in green coffee depressed the retail price 

of coffee and therefore negatively affected the overall value sales of coffee (Euromonitor, 2011). 

Additionally, private labels in matured markets has not only posed a challenge to branded coffee, 
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but also has had a knock-on effect on value sales. This situation is reflected in the consecutive 

decline in retail value sales of coffee in a number of traditional coffee drinking. However, young 

consumers have become more eager to emulate their Starbucks experience at home and the 

advent of the coffee pod system seems able to deliver such a promise. The industry evolution 

indicates that the coffee pod industry is taking off; that being said there are already well 

established players on the Scandinavian market that have been fast in developing their own 

version of the coffee pods and have managed to gain a strong foothold on the market.  

 

5.2.5.e Industry growth trend 

While coffee machine sales include non coffee pod machines, the graph below should still be 

indicative of the trend that the coffee pod segment faces.  

 

Figure 10: Coffee Machine Forcasted Value. Euromonitor 2012 
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Across all countries in Scandinavia, coffee pod machines have seen an increase in sales value 

indicating that despite the saturated coffee market new innovations within the segment are able 

to secure added sales for companies moving into these segments. The graph above also shows 

that despite the drastic fall of volume sales of coffee machines in Sweden in 2008-2010, 

consumer confidence is picking up and with it the value of the segment. The following parts will 

look closer at the industry size of the various countries within the Scandinavian market.  

Denmark 

Coffee remained the dominant category of hot drinks in Denmark in 2011 while consumption of 

tea and other hot drinks remained low compared to that of coffee. As the economy recovers and 

unit prices in coffee become stable total volume sales of tea are expected to grow, yet only 

marginally over 2011-2016. The other hot drinks category is expected to continue to experience 

a decline during this period. Coffee will continue to dominate the category and increase in the 

total volume shares of coffee pods. Fresh ground coffee pods accounted for a retail value share 

of 3,6% of coffee in 2011, with retail value growth of 17% and total volume growth of 14% on 

2010. Despite a small decrease in retail value in 2011, total volume sales of fresh ground coffee 

pods and coffee pod machines are expected to increase over 2011-2016. The rapid increase in the 

number of different systems offering pods contributes to the increase. Even stronger growth was 

negatively influenced by the return of the financial crisis in mid-2011 (Euromonitor, 2012) 

Sweden 

The consumer shift from standard fresh ground coffee to fresh ground coffee pods was driven by 

the novelty factor and convenience offered by coffee pods and coffee pod machines. Fresh 

ground coffee pods saw retail volume sales growth of 149% in 2011 to reach 410 tones. This was 

mainly due to the launch of the Tassimo brand by Kraft Foods, which established itself as the 

leading player in fresh ground coffee pods in 2011, following its entrance in 2010 (Euromonitor, 

2012). 

Norway 

Much like its neighboring countries, coffee dominates the Norwegian hot drinks market, 

accounting for 88% of total volume sales. The maturity and heavy dominance of coffee in 

Norway will have a tendency to steer the entire hot drinks market. Despite this maturity niche 
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markets are seeing increasingly popularity and increase in sales. Fresh ground coffee pods were 

the second best performer in 2011, posting total volume growth of 12%, down from 17% a year 

earlier (Euromonitor, 2012).  

5.2.5.f Exit barriers 

As most of the systems have been designed and launched previously in other countries I assume 

that there are no initial design costs that will are present. Furthermore as the market is still 

relatively small I do not believe that there will be a high loss of revenue should a company 

decide to exit the industry. This being said, there is still significant costs associated with the 

current stock in the market. This could be sold at a discounted price in order to try and regain 

some of the losses; however, this will require negotiation with the various distributors and most 

likely see several other costs occur in order to pay for the promotional campaigns involved in 

creating discounted campaigns. Another thing to be aware of is the hit on the brand image an exit 

from the market will create, as an exit will create negative PR surrounding the products and the 

circumstances leading up to the decision to exit the market. Hence, I assess exit barriers as being 

high. 

5.2.5.g Rivalry assessment 

The findings from the competition drivers are summarized in the table below: 

Intensity of Rivalry Findings Summary 
Driver Assessment Effect of Profitability 
Industry 
Concentration 

High High Profitability 

Industry Evolution Growth 
Stage 

High Profitability 

Demand conditions 
in Denmark 

Growth High Profitability 

Demand conditions 
in Sweden 

Growth High Profitability 

Demand conditions 
in Norway 

Growth High Profitability 

Exit Barriers High Low Profitability 
Table 7: Summary of Findings for Rivalry Intensity 

Combining the four drivers of rivalry, I assess it to be moderate in the coffee pod segment.  
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The competition between the leading companies is expected to increase over the following years; 

however with the market in high growth players in the market will be able to grow without 

having to steal customers from their competitors. This being said, the increased competition will 

drive pod prices down forcing manufacturers to look for new ways to drive up value and build 

loyalty. The key here for Dolce Gusto becomes differentiation. The only other option is for them 

to become a volume player, using price as the point of competitiveness. However, this is unlikely 

to be the best path to success given the demand for quality over quantity that permeates most 

trends on the Scandinavian markets. The most important deterrent to this strategies success is; 

however, the fact that the market is an Oligopoly.  

Cannibalization is a realistic issue, as the coffee industry (important to note that there is a 

saturation in the coffee industry as a whole and not the coffee pod industry) is facing a saturated 

market and the novelty of the coffee pod machine risk converting ground coffee drinkers over to 

the pods. Therefore Dolce Gusto, in search of sustainable growth, should try to focus on 

attracting new consumers, especially young consumers, and adding value to coffee products and 

coffee accessories. 

5.3 Market Potential 
The following segment will answer my first sub-question: 

 What is the level of attractiveness and potential of the coffee pod industry? 

Firstly I need to access the present value of the market for coffee pods, and secondly I need to 

look at the market situation. These two combined will allow me to calculate the market potential.    

To begin with I have made some assumptions in my calculations, and due to the construction of 

the statistics databases of the official Swedish statistics site I have been forced to include all 20-

39 in the target market. Table 8, shown below, shows my collected data on the number of people 

between the ages of 20-39 in each respective country.   

Population Count 
Country Population 2012 age 20-39 
Denmark* 1.145.979 
Sweden* 2484477 
Norway* 1347449 
Total Population 4977905 

Table 8: Population Count. Source Denmark/Sweden/Norway Statiscis (2012) 
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The next table gives a brief summary of the assumptions and other information I have gathered 

in order to calculate the market potential value. 

Statistics and assumptions 
Assumptions 

80% of  total population are part of a family of 2 kids 
10% of  total population are part of a family of 1 kids 
10% of  total population are part of a family of 3 kids 

Each household consumes 2 pods a day 
Questionnaire information 

20% already own a machine 
15 % are interested in buying one 

Data acquisitions 
Avg. Price of a machine = 201,8 euro 

Avg. Price of a pod = 0,7 euro 
Table 9: General statistical information and assumptions on market potential 

The table below gives a summary of my market value calculations. For specific calculations 

please see appendix 3.  

Potential households 
Household Statistics 

Total Households  2654883 
Already own machine 530977 
Interested parties 254869 
Total potential owners 785845 

Machine market potential 
Earnings if all interested parties buy a machine** 51432511 

Pod market potential 
Amount used per family per year 730 
Cost per family for pods per year** 511 
Total cost** 401566933 
Total market potential 2013** 452999444 
*source: Denmark/Sweden/Norway statistics 2012 
** All prices are in euro 

Table 10: Potential market calculation 
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I am inclined to believe that the real amount to be slightly lower due to the fair amount of 

unproven variables I have made in my calculation; however I still find it to be a fair assumption 

of the market potential.  

As I found in section 5.2.5.e the market is growing yearly making it a potentially very profitable 

market. However, there are numerous aspects of the market I need to take into consideration 

before drawing any conclusions.  

There are two major issues that can severely create a hamper to the potential of the market. First 

off there is the threat of substitutes that I have measured to being extremely high. Currently my 

studies show that most of those using the pod machines use a substitute product simultaneously 

reducing the amount of added sales from pods and as the range and prices of substitute products 

are much larger than that of pods and have a stronger presence in the minds of the consumers the 

pod brands need to compete harder in order to convert their consumers to their side. Furthermore 

the high internet literacy, usage, and the advent of the smart phones consumers are becoming 

more aware of the industry they shop in and are fast to react and lash out on activities by brands. 

As such while the market potential is very high, Dolce Gusto needs to be very much aware of 

these two threats and take steps to either take advantage of them or to counter them.  
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Porter Five Force Summary 
Porter force Intensity 

level 
Reasons 

Threat of entry Low Lock in effect. 
Patents have yet to run out. 
Economics of scale/ & scope 

for current players. 
Threat of 

substitutes 
Extremely 

High 
Substitutes (sub.) more 

prevalent. 
Sub. lower priced and more 

widely used. 
People switch to sub. despite 

lock in.  
Lower entry barriers for sub.  

Power of 
suppliers 

Low Small with little bargaining 
power. 

Power of buyers High Internet allows consumers to 
instantly benchmark products. 

Allows for faster 
communication regarding brands. 

Rivalry intensity Moderate Oligopoly. 
Market in growth. 
Players can grow without 

stealing market share. 
Table 11: Porter Five Force Summary 

5.4 The Experience Pyramid 
The following part of my analysis will deal with discovering which aspects of the product itself 

are currently acting as a competitive advantage for Nestlé and which others are falling behind. 

As stated in my theory I will look at 5 different aspects as depicted on the x axis of figure 8 in 

section 3.5.1. Each of these will be analyzed according to the variables on the y-axis.  

5.4.1 Individuality  

I refer back to my Porter analysis on differentiation (section 5.2.4.a) where it is evident that there 

are very few things that make the Dolce Gusto stand out from its competitors. They have neither 

the largest range of colors to choose from, or the largest selection and variety of drinks. It can be 

argued that the merchandise aspect can be included in this part due to the fact that none of the 

other competitors have this feature included in their portfolio. However, apart from the POP 

capsule holder the merchandise brings no distinguishable advantages as there are numerous 
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similar products available on the market that caters to this particular segment. As such I do not 

deem merchandise to be a feature that brings individuality to the product. However, there is a 

recent campaign that makes the product stand out. In 2012 Dolce Gusto launched a Facebook 

design contest in 19 countries giving people the opportunity to design their own melody machine 

with the aim of having the best design available for limited purchase. With over 10,000 designs 

submitted the campaign saw a 87% increase in fans during the campaign period (Nescafé Dolce 

Gusto Euro Design Contest, 2013). This campaign marked a unique way for the brand to stand 

out from its competitors, and while it wasnt an original idea and there was little follow up on the 

campaign it still symbolized a directional shift towards a more engaging strategy for Dolce 

Gusto. However I do not consider the machine itself or a single campaign to make the product 

stand out enough to offer anything truly unique on the market. This is supports my reasoning in 

section 3.4.1 of combining multisensory perception and contrast with individuality as there from 

a technical and actual marketing perspective is little to differentiate the brands. As such I do not 

see it as reaching the first stage of the pyramid as it does not add any added value.  

5.4.2 Authenticity 

Cohen (1988) suggested an ethnographic concept of authenticity, which includes an artifact’s 

properties such as being handmade by members of an ethnic group, made of natural materials, 

and not manufactured in the market. These perceptions of authenticity based on anthropological 

studies stem from Richard Handler (1986) and his notion that 'authenticity' is a cultural construct. 

However, this brings up certain dilemmas in regards to how authenticity is valued. Assume for a 

moment that authenticity is an anthropological construct and an authentic experience is therefore 

defined as something that is unspoiled, pristine, genuine, untouched and traditional. Now 

imagine a Mayan woman sitting in South America making a bead necklace and selling it to a 

shop in Sweden. This product is authentic because it follows the criteria mentioned above, and 

even if she were to expand and sell to 100 stores as long as she was the ones making the 

necklaces it would still be an authentic product. However, the woman decides she needs to 

expand and teaches her whole village how to make these necklaces, and the neighboring village 

decides to start up a competing business selling to Sweden. All necklaces are made in the exact 

same way with the only difference being that they have a slightly different design. At some point 

these necklaces start to flood the market and their value decreases dramatically despite their 

authenticity. This would mean that authenticity to some degree is measured by its uniqueness not 
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just cultural aspects. This seems to correspond to what Littrell, Anderson, and Brown (1993) 

indicated that authenticity was dependent upon (among other things) uniqueness, originality, 

shopping experience, and genuineness. 

Another important facet of authenticity is that it is not a tangible asset but, instead, is a judgment 

or value placed on the setting or product by the observers (Weiler & Hall, 1992); (Moscardo & 

Pearce, 1999). The same values of authenticity given to food and music for example are 

completely different than those placed on movies. In the first location, origin and craftsmanship 

is of importance for an authentic product, i.e. you would never have an authentic rapper coming 

from The Hamptons. While in movies authenticity is more apparent in the quality and 

believability of the actors and technology used (i.e Dogville and Avatar). Lionel Trilling (1972) 

discusses the notion of authenticity and the inability to define it, However, he does use the short 

formula "to stay true to oneself" to characterize the modern ideal of authenticity. This formula 

springs out in part from a monologue by Polonius in Shakespeare’s Hamlet: 

“This above all: to thine ownself be true, 

And it must follow, as the night the day, 

Thou canst not then be false to any man.” 

(Shakespeare, 2003) 

This follows the ideas of Pine and Gilmore (1999) that companies must create a red thread 

throughout business model in order to be successful. Looking at authenticity in this way it makes 

it hard to access the positive correlations between it and profitability; however, the opposite can 

more readily be felt. One of the most profound examples of this can be seen in the 1977 Nestlé 

boycott that started in the US and then spread throughout the globe. The boycott was the result of 

Nestlé’s "aggressive marketing" of breast milk substitutes (infant formula), which campaigners 

claim contributed to the unnecessary suffering and deaths of babies, largely among the poor. The 

result of this and the accusations of child Labour has severely hurt Nestle’s authenticity and 

caused deterioration in brand image affecting their whole product portfolio. Furthermore if I 

compare Dolce Gusto with Coca Cola I find notable differences in regards to authenticity. Coca 

Cola has managed to target multi-cultural youth by identifying common youth struggles and 

positioning Coca-Cola as a unifying element in a diverse youth culture through their campaign 
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the “Coke side of life”. The campaign combines escapism, unity and joy in all elements of the 

campaign. If we take a look at the slogan for Dolce Gusto,”Coffee is not just black“, and the 

subsequent use of emotions and colors to depict what coffee can be besides just a hot drink (f.eks 

"coffee can be fun") we can see that the brand is trying to connect with its target group by 

branding itself as being a lifestyle product. However, unlike Coca Cola, Dolce Gusto does very 

little to back up their claims. With the use of traditional POS material and campaigns focused 

more on creating attractive price bundles, the notion that the brand is meant to be something 

more than just a tangible product is lost. Their authenticity in turn suffers from this as what they 

claim and what they do are different. Furthermore, despite themselves claiming to be a café 

experience at home, they do nothing to actually connect themselves with the café experience. I 

could argue against this by highlighting their use of the barista promotional event in flagship 

stores; however, this is used seldom and usually only during holidays such as Christmas that its 

impact is minimal. As such I do not feel that Dolce Gusto has utilized the concept and therefore 

it does not qualify for the first stage of the pyramid.  

5.4.3 Story 

The advent of the industrial era gave rise to the development of product differentiation as a 

means to achieve a sustainable competitive advantage. From this, branding has evolved into an 

effective differentiation strategy. Apart from the brand acting as a simple identification device, 

brands can potentially develop a distinct personality (Aaker, 1997) and even iconic status (Holt 

D. B., Why Do Brands Cause Trouble? A Dialectical Theory of Consumer Culture and Branding, 

2002), with a complex identity aligned with social and political issues. This notion of branding 

has now become an advanced organizational process in companies with the aim of making a 

product meaningful (McEnally & Chernatony, 1999) (Kay, 2006) (Klink, 2003). While a 

functional yet unique positioning may effectively differentiate a brand in an industry, the 

personification of brand attributes generates brand personality (Aaker, 1997). Personalizing 

inanimate objects and humanizing brands (Levy, Dreams, fairy tales, animals, and cars, 1985) 

infuses brands with a distinct personality, possibly simplifying brand choice and encouraging a 

preference for one brand over another (Sirgy, 1982). Furthermore, a brand personality may 

reflect the personality of those consuming the brand (McCracken, 1989). Either way, brand 

consumption serves a symbolic function (Keller, 1993) (Levy, Dreams, fairy tales, animals, and 

cars, 1985) (Levy, 1959) of establishing who that consumer is, or perhaps who they want to be. 
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Consumers utilize brands instrumentally in enacting particular stories (Woodside, Sood, & 

Miller, 2008). This point is important because as Escalas (2004) highlights, brands become 

meaningful to consumers through storytelling. 

The story of the product should be credible and designed in such a way that the details do not 

conflict with each other. Pine & Gilmore (1999) call this harmonizing and theme-making. 

Coherent theme-making is an essential part of an experience product. The themes and the story 

should be present in all stages from marketing and actual experiencing to after sale.  

Looking at the promotional aspect of storytelling we find that besides the normal point of sale 

displays Dolce Gusto has done two distinct things. One is to create promotional events where 

baristas would set up pop up in store café´s and the other is their coffee island, a shop in shop 

within flagship stores. These two concepts fit well with their claim of being a “café experience at 

home”. However, these pop up cafés are not unique to Dolce Gusto as all of its competitors run 

the same promotional concept. Furthermore, according to our survey over 60% of those asked 

did not buy products as a result of sampling it during an in store promotional event. While Dolce 

Gusto does not go to the same level of immersion as Nespresso, Nestlé still manages to leverage 

on their knowledge by creating shop-in-shops or Coffee Bars within large retailers. These bars 

serve as a contact point for customers where they can experience the product and its 

functionality. While these bars can be interacted with customers are not actually allowed to brew 

the coffee there, and they are not limited to only having Dolce Gusto products on it but is a 

category based solution and therefore not unique either.  

As I have mentioned before the Dolce Gusto product is marketed towards a relative young 

crowd, branding itself as being a cool and modern product. However, there exists a discrepancy 

here. While the brand is present on both Facebook and instagram there is no link between their 

main website and the social media.   

So while there is a degree of story-telling in the branding, the implementations are not unique to 

Dolce Gusto or do not correspond to what they claim to be.   

5.4.4 Interaction 

In order to assess the level of interaction Dolce Gusto has with its costumers I have chosen to 

analyze its social media foot print, more specifically its presence on Facebook.   

The discussion on the worth of a Facebook like has been a hot topic for some time with some 

analytic companies valuating it to $214,81 (Barry, 2012). Forrester, the research group, says 
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each like is actually worth zero and are more akin to "potential energy" in an object that is being 

held aloft. None of the energy is valorized until something engages the object (Ray, 2010).  

In order to analyse the degree of interaction the brands have with their customers I came up with 

a way to calculate engagement rate of the various Facebook pages. This rate is calculated as the 

number of interactions to a post comments, likes and shares divided by the number of fans for a 

page. Data gathering for this calculation was conducted over a three month period. 

Brand Country 
Avg. engagement 
rate 

Dolce 
Gusto DK 0,7 
  SEK 1,2 
  NOR 0,9 

  
Scandic 
avg.  0,9 

Tassimo DK 0,6 
  SEK 0,4 
  NOR 0,4 

  
Scandic 
avg.  0,5 

Senseo DK 5,9 
Table 12: Average Facebook Engagement rate by Brand and Country 

Table 12 shows a summary of my findings. Unfortunately the data is too large to comprehensive 

to be added as an appendix on the physical format of the thesis. However, it can be found as 

appendix 4 on the digital version and will still be referred to as appendix 4 . What is immediately 

apparent is that both Dolce Gusto and Tassimo fall way behind Senseo in regards to their level of 

engagement with their customers. However, looking closer Senseo has an overall lower score 

than its two counter parts and only has a Facebook page for Denmark. Looking at the data I 

found that the reason behind the large engagement rate was due to various very popular give-

away competitions on their Facebook page that have drawn a lot of attention by their fans. 

Tassimo varies from the other two brands in that within the three month observation period they 

had relative few competitions, which could be a reason for their low score. Dolce Gusto also 

failed to draw in the same amount of attention, with Dolce Gusto Sweden topping the 

engagement rate for Dolce Gusto Scandinavia on May 21st at 3.9%. Tassimo Denmark scored 

their brand highest rating on May 28th at 3.3% with a promotional offer.  
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What these numbers indicate is that creating the right sort of interaction on Facebook generates a 

heightened interest in the brand. It is evident from appendix 4 that competitions hold a high 

regard in this aspect. These posts can be seen as the brand trying to humanize itself and create 

activities to spur interaction and thereby interest with the fans.  

In order to further access interaction I need to determine whether it adds value to the brand itself. 

To do this I look at the growth of the number of fans related to the average post in that month 

compared to that of the previous one. If the increase in the number of posts remains lower than 

that of the increase in fan base then there exist a positive correlation between input and output, 

which would indicate that value is being generated. We will use the Danish Dolce Gusto site 

from April 15th-May 15th to assess the overall value of Facebook for Dolce Gusto.  

Sheet 2 on Appendix 4 shows that the average posts per day is one, while the percent change of 

fans increase by an average of 0.7% a day. This indicates that the site itself has a positive 

correlation between posts and influx of fans and it can therefore be said that it generates a degree 

of value. When ascertaining whether interaction is a rare feature for Dolce Gusto we refer back 

to table 12. This table shows that both Tassimo and Dolce Gusto have a relatively low level of 

interaction on their sites compared to Senseo. This indicates that a high level of interaction is a 

rarity among the competitors, but that this advantage lies with Senseo and not with Dolce Gusto. 

Despite this Senseo still has not managed to achieve the same reach as the other two brands, and 

considering the fact that their coverage of the Scandinavian market is very limited the brand does 

not currently pose much of a threat to the two other brands. Taking this into consideration Dolce 

Gusto comes out as the top player on the social media site; however, not enough to advance to 

the second level in our pyramid. 
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5.5 Marketing Objective 
As a direct continuation of our analysis of the product I draw upon my findings to construct the 

marketing objectives for Dolce Gusto. As a quick guide I have made a brief visual summary of 

the findings in my previous analysis below.  

 

 
Figure 11: The Experience Pyramid, Summary of findings 

One of the most striking findings I discovered was that the machines currently on the market do 

not differentiate themselves very much from each other in regards to technical specifications and 

offerings. The differentiating factor comes in branding. However, looking at the model above we 

find that Nestlé does not excel in authenticity, storytelling or interaction, all key aspects of 

branding. 
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This brings us to our second research question:  

 

Sub-Q2: How can Nestlés' marketing strategy incorporate experiences in order to create 

competitive advantages? 

Instead of developing a strategy that would necessitate that resources be allocated to each of the 

aspects in the pyramid I have chosen to focus on interaction and individuality. The reason being 

that in my Porter analysis I found the two biggest threats on the market to be the power of buyers 

and threat of substitutes. By improving interaction with the consumers on Facebook I help 

solidify the market position of Dolce Gusto on a platform where a large portion of the target is 

present in (Facebook and the Internet in general). By further creating innovative promotional and 

branding initiatives in ways that encourage interaction I also develop a stronger foothold within 

the minds of the consumers. Furthermore, as there are so many substitutes and switching is 

relatively easy, I need to develop initiatives that severely differentiate the product enough to 

warrant people to stick with the coffee pod or at the least increase the average pod usage.  

As such I answer my research question by proposing a solution in the form of a marketing 

objective to be solved in the following recommendation chapter. 

 

Marketing Objective: Dolce Gusto should continuously seek to increase their engagement rate 

among consumers through the use of more engaging and multi-platform initiatives. 

 

To accomplish the marketing objective I have come up with several new initiatives. The first 

deals with a new type of product launch while the other ideas are spin offs that are meant as 

smaller more engaging types of promotional events to help increase engagement from 

consumers.  
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Chapter 6: Recommendations 
 
In order to solve our marketing objective I have created a new marketing campaign for Dolce 

Gusto. The purpose of the campaign will be to incorporate experiences that integrate interaction 

and promote the story-telling of the brand. As we discovered in our analysis the Internet and the 

social media play a large role in the lives of the youth today, and with a high level of penetration 

in Scandinavia these platforms need to be fully integrated in our marketing strategy in order to 

capture the target audiences’ interest. As such the campaign will focus a great deal on developing 

cross- platform collaborations.  

 

6.1 The proposal 
The marketing strategy is a three-period initiative, running over 6 months that invites the youth 

to experience that coffee is "#notjustblack". The slogan is similar to the one currently being used 

with the notable difference that I aim to create a coherent theme throughout the campaign (see 

experience economy section 3.2.1).  

The hash tag I chose to incorporate into the slogan is an international symbol of the social media 

platform. It is not only a symbol, but is a self-generated new platform for everyone using that 

hash tag, easy to analyse and collect information. Following Holts (2004) ideas, it is used here as 

a method of associating the brand with the social media trend as well as giving the brand a 

younger image.  

#notjustblack Campaign Plan 

Platform 1st Period: Jan-Feb 
2nd Periond: Mar-
Apr 3rd Period: May-Jun 

Television   Dream Ad Dream Ad 
Internet Webstie renovation   Contest Winner ad  
Mobile     Wall paper download 
Promotional 
Campaigns 

Product Launch Campaign (PLC) stage 
1 PLC stage 2 PLC stage 3 

Packaging     
itunes, local artist 
collaboration 

Figure 12 #notjustblack campaign plan 
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6.1.1 First Period 

The first period of the campaign focuses on the renovation of the home page and the start of a 

new product launch campaign. 

During this first period the website will receive an overhaul, the most evident changes being the 

removal of prices and promotional offerings from the front page. The new site can be seen in the 

table below. 

 
Figure 13: Revamped home page for Dolce Gusto 

The new site can be divided into three areas. The first area constitutes the options menu on the 

top of the web page. Here we have eliminated some of the previous options and given the page a 

cleaner and more streamlined look. Added to the options is velgørenhed. This option should link 

over to a separate page that explains in detail how Dolce Gusto supports not only the local 

community but also the implementations they have made to secure a more eco friendly product, 

i.e. indicate where in each respective country people can deposit used capsules for recycle or 
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eco-friendly disposal methods. This idea can be built further by allowing people to upload 

creative methods of re-using pods for other purposes such as art pieces. This builds on our 

current marketing objective and helps to connect to the eco trend that permeates the 

Scandinavian culture.  

The second area is the designated promotional area where we have integrated Facebook into the 

page and added in a commercial banner at the bottom to switch between the different point of 

sale material that have been created on the “coffee can be..” campaign. The larger area on top is 

saved up for non specific promotions not related to pricing. Lastly, we have the two boxes on the 

right hand side, each geared towards two of the highest generating engagement factors we found 

on Facebook (see appendix 4 and section 5.4.4), namely competitions and videos/pictures.  

The first period of our campaign will also coincide with the launch of a new pod capsule; 

however, this launch will be slightly different than previous ones. The launch will be a three step 

launch, where during the first period; the launch will focus on creating a stir and awareness 

surrounding the product. To do this we will create a treasure hunt in each city where various QR 

codes will be hidden away in various up beat cafés around the respective city. Clues to the 

location of the cafés will be posted as a picture on Facebook. Each of the QR codes in the cafés 

will reveal clues to the new product as well as give a reward code that can be redeemed on the 

website for a selection of the new product once it has been launched. To further help create a 

hype surrounding the launch, Dolce Gusto could arrange for a popular band to play a small 

intimate concert during the opening. This could be incorporated into the treasure hunt concept 

and have people guessing not only the location of the café, but also the band that will play. A 

counter will be placed on both the website and on Facebook showing the number of people 

completing the treasure hunt, and once 1000 people have completed it the location of the Pop-up 

shop event will be revealed.  

 

6.1.2 Second Period 

Continuing with my product launch campaign, the second step of it will be the actual reveal of 

the product. This will be done as a pop up café in some of the larger cities themed to match the 

new product launch. The idea behind creating a pop-up café is to create a physical environment 

where the consumer is fully immersed in the Dolce Gusto experience. Nestlé can draw upon their 

experience from the Nespresso stores here and develop a limited time experience for their 
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customers to highlight the connection between their product and the feeling of being at a café 

through the use of them. Everything in the café should follow the theme of the Dolce Gusto 

brand creating a coherent theme between the look and feel of their product and the design of the 

café. This red line throughout the brand will help to create associations in the consumers’ minds 

and develop a stronger sense of authenticity (see section 3.2.1 for Pine and Gilmore and 5.4.2 on 

authenticity).  

To further entice people to show up, prizes will be given to the first 50 people entering the shop 

in the form of a Melody machine and two boxes of the new pod capsule. The experience will 

further be documented in the form of pictures and videos posted on the website with links to 

them posted on Facebook.  

At the same time as this, a new ad concept promoting the #notjustblack campaign will be shown 

on television. A visual representation of the advertisement can be seen in appendix 5.  The 

commercials begin in black and white and are set in a scene depicting a bored lifestyle. As the 

main character drinks a sip of Dolce Gusto coffee the character is whisked away on a journey 

(transition into full color scheme) and is suddenly brought back to reality just as he/she begins to 

lose herself/himself in the dream. The scene reverts back to the original but now in full color. 

During the scenes, the main character casually drinks a cup of Dolce Gusto coffee – though the 

focus is on the individual and not the beverage. 

In conjunction with our television initiative, the commercials will be available for viewing on the 

web page. Consumers will also be given the chance to show their own take of the dream ads by 

entering the #notjustblack contest. At the end of the television ads, following the #notjustblack 

tagline and Dolce Gusto logo, viewers will be prompted to log on to dolcegusto.dk/nor/se for 

contest information and rules. In this contest, members of the target market are encouraged to 

submit a 20 second video depicting their own take on the advertisement. The competition can be 

created in collaboration with Instagram video or Vine, allowing people to vote for their favorite 

video submissions halfway through the second period. Once the voting period is over Dolce 

Gusto will produce ads of the winner to be aired on the web during the third period. The 

collaboration with Instagram or Vine could be further evolved by having them dedicate their 

Facebook page to the Dulco Gusto campaign for the weeks where the contest runs. 

As is evident from appendix 4, the highest generating engagement rates came from those posts 

that contained competitions, as such creating exciting new content is imperative to increasing the 
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engagement rate from the target audience. However, there lies a risk in inadvertently creating 

platform islands. Dolce Gusto needs to ensure that traffic is directed across platforms and that the 

social media does not become an independent platform for new content release while other areas 

are neglected. In order to do this Nestle must ensure that all platforms can be traced to back to 

one another with relative ease.  

6.1.3 Third Period 

The third period will mark the last step of our product launch campaign. Set two months after the 

initial launch period, the purpose of this part of the campaign is to reactivate the brand and the 

product in the minds of the consumer. During this time the chosen winner of the ad contest will 

be rolled out on the web as well as having the original ads shown for a two week period on 

television.  

Furthermore, during this period I suggest to create a new range of limited edition pods and 

machines to be launched in collaboration with local artists, where proceeds will go 100% to one 

non-profit organization, chosen based on the votes of the consumers. This will help create 

positive awareness for the brand and the products as well as make consumers feel that they are 

actively supporting their community through the purchase of the pods. In addition to this we will 

create collaboration with itunes in which we add downloadable songs inside the packaging of 

selected ranges of pod boxes. These product implementations ties into our strategy of creating 

more interaction and connecting better with our target audience by being seen on the platforms 

and areas in which they are present in. 

To further emphasize the commitment to incorporating the changes in the industry I suggest 

branching out into the mobile market. A fast growing market, the mobile platform allows Dolce 

Gusto to directly communicate with the consumer in real time, and with the advances in smart 

phone technology and 4g this market will eventually grow larger than the house hold laptop 

market. Dolce Gusto could relatively easy enter it by creating an app where consumers download 

wall paper versions of the designs that the artists creating the limited edition machines have 

made. This app should be available and promoted through Facebook and the Dolce Gusto 

website itself. This could bring a higher level of traffic into the website as currently none of the 

other competitors have implemented the mobile platform into their portfolio.  
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Chapter 7: Conclusion & Limitations 

7.1 Limitations 
In this part I wish to discuss some further limitations that have appeared during the course of the 

thesis that were not previously mentioned. This being said, I have whenever possible highlighted 

the limitations of theory or models. 

7.1.1 Models 

The various aspects analyzed in the pyramid are more interconnected than what I first assumed 

them to be. I.e having a high level of authenticity inexplicitly results in a higher level of 

individualism as is evident in our discussion of the definition of authenticity in section 5.4.2. 

This leads to some overlap between the various aspects, and as a result some of the aspects are 

not treated with the same depth as others. 

7.1.2 Case Study 

The main limitation of our case study is the lack of availability of internal reports and data on the 

Dolce Gusto product and specific data on the coffee pod segment.  As I did not have contact with 

Nestlé I was not privy to data on sales numbers or market share reports on the Dolce Gusto. 

Also, while reports were widely available for related industries, such as the coffee industry as a 

whole, certain areas lacked specific data regarding the coffee pod segment or did not 

differentiate between coffee pods and coffee machine sales. The lack of information has to some 

degree affected my ability to carry a more in-depth industry analysis.  

7.1.3 Questionnaire 

My questionnaire had faults that originated from my idea that I needed to understand the 

connection between a café experience and the Dolce Gusto experience. It was not until after I 

had sent out my questionnaire and written part of my porter analysis that I discovered that, 

despite Nestlé's claim of providing a café experience at home, the two types of consumers sought 

very different experiences that could not entirely be translated from one to the other. Due to this 

a lot of the data gathered in my questionnaire was rendered unusable.  

7.2 Further implications  
Aside from answering our RQ, my thesis must hold wider implications. The case study of Nestlé 

Dolce Gusto and my chosen research methods bring contributions, in a broader perspective, both 
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to academia and to brand managers. I use the following sub-sections to present my main 

contribution points. 

7.3 Contributions to academia  
I bring a valuable contribution to the growing body of literature in this field, by incorporating the 

following: 

• Integrate in my theoretical review experience theory as a part of RB theory, hence 

contributing to a better understanding of how these fields can coexists with each other.  

• Develop an analytical framework derived from a multi-theoretical perspective, which 

links the industry, internal capabilities and resources of a brand to its ability to create a 

memorable experience. 

• Introduce and analyze a case study that illustrates how the multiple levels concretely 

relate to each other and affect the strategic use of experiences of a commodity based 

company. 

7.4 Managerial contributions  
While my thesis was not meant as a managerial tool I still believe that brand and product 

managers can draw lessons from it, along with my case study, as a method to realize gaps in their 

marketing strategies and how the experience economy can serve to fill these gaps. Through the 

understanding that experiences can help provide competitive advantages in marketing strategies, 

product managers will arguably be able to use the experience pyramid model to take more 

structured and informed decisions that will allow them to increase their brands performance.  

7.5 Suggestions for further study  
I hope my thesis continues the theoretical development of the experience field. As such, I 

suggest future research, taking a starting point in my thesis to:  

• Improve and review my analytical framework to include a refined group of resources to 

be analysed and more extensive industry factors.  

• Conduct further study on how RBV and the experience economy can interact with each 

other to provide a better analytical framework.  

• Conduct further study on how the experiences and the mobile platform can be integrated. 
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7. 6 Thesis conclusions  
Based on my interest in exploring the use of experiences within marketing strategies of firms, 

this thesis sought to answer 1) How Nestlé’s brand Dolce Gusto could work strategically with 

experiences in Scandinavia, 2) What is the level of attractiveness and potential of the coffee pod 

industry, and 3) How could Dolce Gusto incorporate experiences in order to create competitive 

advantages. 

In order to answer my RQ, I adopted an inductive approach, in line with my hermeneutic 

research philosophy and started from a careful analysis of my case. Then, based on a triple-fold 

theoretical perspective I built an analytical framework in which I linked, in a multilevel 

perspective, RBV, industry and experiential considerations to marketing strategy and competitive 

advantage. In my analysis, I relied on primary quantitative research combined with secondary 

research. To increase the validity and reliability of my analysis, I relied on cross checking data. 

Through a multilevel analysis, I discovered that the coffee pod industry was characterized by a 

large propensity to substitute products, that the consumers held a great deal of power and that 

players held little differentiation and competed mainly on price points. I suggested that the brand 

develop a new marketing objective for the brand aiming at increasing the engagement rate of 

their consumers through the use of more engaging initiatives. To do this I developed a cross 

platform campaign geared towards interaction and story-telling in order to take advantage of the 

gaps in the brands’ current marketing strategy. I contribute to the development of theory in the 

field of experience economy, through my analytical framework that uses a multi-theoretical 

approach to show how companies can create competitive advantages through the development of 

experiences in their brands. Furthermore, I develop a model to support this approach that merges 

RBV with the experience theories to develop a tool that disseminates a brand in order to reveal 

the gaps in relation to the experiences it provides.  
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Appendices 
 

Appendix 1: Link to summary of survey findings 
 

https://docs.google.com/forms/d/1DRwE_jASmHbw6FDwj-
OapsVMzX_WK2RBY0FByxIeij4/viewanalytics 
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Appendix 2: Coffee Company Shares  

 

 

31,5 

26,5 

14,4 

27,6 

Norway: Coffee Company 
Shares by Retail Value 2011 

Kaffehuset Friele AS 

Joh Johannson Kaffe 

Nestlé Norge AS 

Other 

27,2 

21,5 
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Denmark: Coffee Company 
Shares by Retail Value 2011 

Merrild Kaffe A/S 

BKI Kaffe A/S  

Kraft Foods Danmark 
A/S   

Nestlé Danmark A/S 

Other 
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23,6 

Sweden: Coffee Company 
Shares by Retail Value 2011 

Kraft Foods Sverige 
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Nestlé Sverige AB   

Löfbergs Lila AB  

Other 
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Appendix 3: Market potential calculations 
Potential House Holds 

Household Statistics 

Total Households =(total population*(80/100))/2+(total 
population*(10/100))+(total 
population*(10/100))/3 

Already own machine =total households*(20/100) 

Interested parties =(Total Households-Already own 
machine)*(12/100) 

Total potential owners =Interested parties+ Already own machine 

Machine market potential 

Earnings if all interested parties buy a machine =Interested parties*201,8 

Pod market potential 

Amount used per family per year =2*365 

Cost per family for pods per year =Amount used per year*0,7 

Total cost =Total potential owners*cost per family for 
pods per year 

Total market potential 2013 = Earnings if all interested parties buy a 
machine+ total cost 
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