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Product Brief – France


Non-Alcoholic Beverages 2010
By:

FAS Paris Marketing

Highlights: 
In 2009, consumers’ health and environmental concerns influenced the introduction of low-sugar, preservative-free beverages with smaller, lighter, recyclable packaging.  Supermarkets and hypermarkets comprise the most important retail distribution channels, however, sales by discount retail chains are expected to increase.  While the French market for non-alcoholic beverages is highly competitive, growth in private-label brand sales may provide new opportunities for U.S. exporters.  


Average exchange rate for calendar year 2009:

USD 1 = 0.5595 Euros

Source:  Central European Bank

SECTION I.  MARKET OVERVIEW

In France, the non-alcoholic beverage sector, which includes carbonates, fruit/vegetable juice, bottled water, functional drinks, concentrates, ready-to-drink (RTD) tea, and RTD coffee, has had relatively stable sales in terms of both volume and value for several years.  
Bottled Water

Manufacturers are increasingly anxious about threats to sales posed by the rise of tap water consumption in both homes and restaurants.  Total volume sales of bottled water decreased by three percent in 2009, below eight billion liters.  Sales of bottled water are expected to fall by an annual average of four percent in volume terms for 2010.  Functional bottled water, which is currently only present in the off-trade channel, was the fastest growth category in 2009, with an 11 percent increase in volume.  Carbonated water performed better than still bottled water in 2009, and maintained total volume sales, despite the rise in tap water usage. 
Carbonates

In 2009, total volume sales of carbonates grew by one percent.  This maybe due to the good performance of leading brands, but also the growing success of regional brands, such as Auvergnat Cola, by Société Julhes, and Breizh Cola.  Regional colas are favored by consumers for their price – typically $0.16 cheaper than Coca-Cola and for their distinct taste.  The fastest growth subsector in 2009 was low-calorie cola carbonates, with a five percent increase in both total volume and value terms.  The sugar-free trend was strong in 2009, with a clear trend taking place from standard regular cola carbonates to standard low-calorie cola carbonates.
Concentrates
The total volume performance in 2009 was slightly better than 2008, with a one percent decline compared to two percent for 2008.  Despite a difficult summer in 2008, manufacturers continued to bring new products onto the market to meet consumer demand with greater varieties of flavors, also focusing on health.  Many flavors that emerged in 2009 were in line with the red fruits trends in soft drinks in France, such as raspberry, however traditional flavors performed well despite the general slowdown of the sector.
Fruit/Vegetable Juice 

The highest growth category in 2009 was juice drinks, with a rise of four percent in both volume and value terms.  Fruit/vegetable juice recorded one percent total volume growth in 2009, reaching 1.5 billion liters of consumption.  Sales of fruit/vegetable juice continued to benefit from French consumers’ health concerns.  Overall, unit prices remained stable in 2009.  Orangina-Schweppes leads total sales, with a 14 percent volume share, followed by Eckes-Granini International and PepsiCo France SNC. 
Functional Drinks

In 2009, functional drinks off-trade volume sales grew by 23 percent, reaching 32 million liters of consumption.  The most important factor impacting this category was the growing popularity of energy drinks, with the clear dominance of Red Bull.  The highest growth subsector was energy drinks, which recorded 25 percent volume growth in 2009.  Red Bull France SASU led sales in 2009, with a 31 percent off-trade volume share, followed by Coca-Cola Enterprises SA, with 14 percent, and Karlsbräu France SA, with 12 percent.
RTD Tea 

In 2009, RTD tea sales decreased by five percent in off-trade value and volume, to 165 million liters of consumption.  The best performing subsector in 2009 was carbonated RTD tea, with a drop of only two percent in off-trade volume.  Unit prices remained stable in 2009. 

SECTION II. Market Entry

Bottled Water

The bottled water sector in France faced difficulties in 2009 in both the on-trade and off-trade channels.  While manufacturers attempted to promote their products and educate consumers regarding the benefits of bottled water, tap water communication campaigns by French regional and environment associations were more effective, as they pointed out two main disadvantages of drinking bottled water, namely prices and the environmental issue.  Despite various promotional offers by manufacturers in supermarkets, French consumers were still dissatisfied with high prices, and were more concerned about the environmental impact of bottled water, leading to a shift towards the consumption of tap water.
Carbonates

To change carbonates’ negative image in the off-trade, manufacturers relied on new drinks with less sugar.  Coca-Cola Enterprises SA has widened its product offer by creating lighter versions, with its Coca-Cola Light proving successful.  The company also continued to benefit from the success of Coca-Cola Zero, and aimed to attract more consumers by cutting prices.  For example, the unit price of Fanta Orange was reduced by 15 percent, $0.40 cents cheaper than its competitor brand Orangina, the leader in juice-based carbonates.  Reducing prices was used as a strategy for leading brands to compete with cheaper local brands.  Despite manufacturers’ attempts to maintain sales, on-trade sales continued to drop in 2009, in both volume and value terms, in almost every subsector except low-calorie cola carbonates. 
Concentrates
Manufacturers began to undertake promotions in cafés and bars to show consumers all possible mixes that could be made with concentrates.  In 2009, the focus was on red fruit flavors, as well as organic products.  The main players in the concentrates sector – Teisseire and Routin – developed organic certified products.  Concentrates are mostly consumed by children, especially at snack time, which is central to future growth prospects. 
Fruit/Vegetable Juice 

Juice drinks proved popular in 2009, with manufacturers responding to consumer demand for high quality, healthy drinks.  Promotional offers in supermarkets also contributed to sales growth.  The leading brands aimed to extend consumption beyond the usual occasions – such as breakfast and snack time – and also to expand out of the children segment and target adult consumers.  Leading groups, such as Eckes-Granini International, also refocused on main brands, such as Joker, Rea and Granini, to accelerate growth.  
Functional Drinks

Energy drinks was the fastest growing subsector in 2009, thanks to Red Bull’s performance.  This success is explained by the financial investment made by Red Bull SASU, the third largest investor in advertising campaigns in the non-alcoholic drinks market, after Nestlé Waters and Danone, the two giants of the soft drinks market.  Energy drinks’ success across France was also attributable to constant innovations on the part of manufacturers.  Leading brands such as Dark Dog and Burn brought novelty and improved products.
RTD Tea 

Carbonated RTD tea was the better performing subsector in 2009, with a decrease of only two percent in off-trade value and volume terms.  French consumers are focusing on the pleasure aspect of food and drink consumption, and manufacturers have to adapt accordingly, especially in the RTD tea sector.  Fountain sales were up by 3 percent in 2009.  Lipton’s peach flavored ice tea was the most successful flavor, especially in foodservice outlets such as Flunch. 
SECTION III. Competition 
Bottled Water

Neptune SA, Groupe Danone and Nestlé Waters France SAS remained the three leading companies in volume for 2009, each holding shares of just under 20 percent.  The three giants of the bottled water industry focused their advertising campaigns on mineral ingredients, one of the main arguments absent to prevent further slumps in consumption.  Nestlé Waters France SAS recorded the largest increase in value sales in 2009 with a two percent growth rate.  Growth was mainly due to the huge variety of products on offer in all categories, except for flavored bottled water. 
Nestlé Waters France SAS introduced a new bottle for its brand Valvert, to become more environmentally friendly and boost sales.  To support its brand, which has been struggling, the group implemented a new communication campaign, with the slogan “L’eau à l’état sauvage” (water in the wild).  Premium brands, such as Hépar, by Nestlé Waters France SAS, saw their sales drop in 2009.  Nestlé Waters France SAS invested in an advertising campaign to support its ailing brand.  In the latter part of the review period, standard and economy brands, such as Cristaline and some private labels, represented a growing threat in the market.  
Carbonates

Coca-Cola Enterprises saw the largest increase in share in 2009, gaining almost two percentage points in share of total volume sales.  The company is increasingly favoring low-calorie cola carbonates, with Coca-Cola Zero being the catalyst for growth in the past two years.  The brand was given additional support with a new advertising campaign and a renewed website promoting a game called: “Une soiree, trois filles, c’est possible”, meaning: “Three girls, one evening, its possible” thus entering the current video game universe of teenagers.  The company was active across all its ranges, for example with the move regarding Fanta, when the company acted on prices to help its ailing brand, or the withdrawal of Coca-Cola Black, which was judged to be unprofitable.

Concentrates
Teisseire France SA remained the national leader of concentrates in 2009 as the brand managed to maintain its well-established image and benefit from an increasing popularity in France.  The company emphasized its traditional image, but at the same time has managed to be more current and to attract teenagers as well as adults.  As a result, the company has acquired more credibility, with Teisseire concentrates being drank by all family members, contributing to the success of the brand.  In 2009, Teisseire France SA saw the largest increase in total volume share to 18 percent, from 17 percent in 2008.  
Fruit/Vegetable Juice 

Orangina-Schweppes led fruit/vegetable juice sales in France in 2009, and saw the largest increase.  The company continued to invest in advertising, and added a “no additional sugar” tag on the packaging of its best selling Oasis brand.  The range was also widened, with the launch of two new products, tropical and apple-cassis/raspberry, targeted towards adult consumers.   Eckes-Granini International is a key player, mainly with the Joker brand, with its well-known oval packaging, which helps it stand out in stores. Eckes-Granini invested in the promotion of its main brands.  
Functional Drinks

Monster Energy marked a turning point in the French energy drinks subsector, drawing comparisons with Red Bull.  The brand was launched in April 2009, and was given web advertising support and raised its profile by sponsoring Burkhart Racing.  Many teenagers prefer this product to other energy drinks because of its sweeter taste.  The cans have a lid which makes it easier to reclose and store.   Apart from private labels, there is limited space for domestic brands in functional drinks in France.  In sport drinks, as in energy drinks, multinationals such as Coca-Cola, Karlsbräu, PepsiCo and now Red Bull France dominate. 
RTD Tea 

The competitive landscape of the RTD tea sector is dominated by multinationals.  In the lead is Unilever, partnered with PepsiCo, which held 57 percent of total sector volume in 2009, up slightly compared to the previous year.  The number two player was Danone Group, far behind with give percent of the total market sector, and just behind, Orangina-Schweppes, with a four percent share.   In the summer of 2009, Lipton Peach Ice Tea was launched.  In addition, two other references were launched: Red Fruits and Exotic Fruits. The launch was promoted through a new advertising campaign that presented a new dimension of Lipton ice tea: a younger, refreshing natural drink that brings fun into life. The new slogan was “drink positive.”
SECTION IV. Best Product Prospect

Bottled Water

The bottled water sector is expected to plummet further.  This trend is likely to continue, undermining bottled water sales.  The current decrease in purchasing power could lead people to drink more tap water at the expense of bottled water, and therefore increase the main potential threat to bottled water growth in the near future. Furthermore, criticism from environmental groups regarding the carbon footprint of bottled water is a potential threat to growth.  In addition, there are concerns regarding the healthiness of some bottled waters.
Carbonates
In 2009, the government attempted to pass a law to raise taxes on carbonates, as a measure to reduce obesity.  Representatives suggested that carbonates should be taxed at $0.08 per liter when the amount of sugar in the drink exceeded 80g per liter and at $0.05 when the sugar content was between 30g and 80g.  Below that threshold no tax would be applied.  However, after discussions they decided that it was too soon to impose such as tax and decided to postpone the discussion in the course of 2010.  The high level of sugar in carbonates has become a matter of concern in recent years, and manufacturers will have to adapt their products to meet the expectations of both consumers and the government, by reducing the amount of sugar.  Manufacturers would need to focus on more natural and lighter versions to give carbonates, which are considered to be too sweet and unhealthy, a better image.
Concentrates
Concentrates sales are expected to decline by an annual average of one percent between 2009 and 2014 in both volume and constant value terms, mainly due to the bad performance of concentrates in the on-trade channel.  Manufacturers are expected to continue to launch more organic and sugar-free products while trying to remedy the poor results in 2008.  In the off-trade, sales of concentrates will benefit to some extent from the fact that they are becoming more popular among young children, and are also appreciated by adult consumers.  This trend is likely to continue for 2010, with French consumers searching for new tastes, such as exotic flavors and blends.
Fruit/Vegetable Juice 

The French fruit/vegetable juices sector is expected to grow further in 2010. There is still considerable hope for increased consumption, with French consumers drinking an average of 24 liters of fruit/vegetable juice annually, compared with a figure of 42 liters in Germany.  Total sales of fruit/vegetable juice are predicted to post two percent volume growth and a six percent increase in constant value terms between 2009 and 2014.  Juice drinks are predicted to remain the fastest growing subsector, due to the fact that this category is the smallest within fruit and vegetable juices and there is still plenty room for growth over the forecast period with potential new entrants and innovations.  One of the potential threats to growth for fruit/vegetable juices is the high level of sugar contained in certain products, such as juice drinks.  Although they are considered healthy drinks compared to other soft drinks products, like carbonates or RTD tea, juice drinks still suffer from a rather poor image amongst some parents, who see them product as synthetic and not good for their children. 
Functional Drinks

Since 2008, functional drinks sales have grown substantially, mostly because of Red Bull’s arrival on the market.  Strong growth is likely to continue over the forecast period, with Red Bull, Dark Dog and Burn, but also new brands, such as Monster, bringing about growth in the subsector.  However, while health concerns are still of prime importance, leading brands in energy drinks may need to respond by adding more healthy ingredients in their formulations, such as vitamins and minerals.  Functional drinks are expected to post good results over the forecast period, although growth will be at a slower rate than in 2008 and 2009.  Indeed, in 2008, Red Bull’s good performance boosted energy drinks as a whole, but inevitably grew to a lesser extent in 2009.  As well as its initial impact fading, it also faces the prospect of increased competition from newcomers such as Monster.
RTD Tea

The RTD tea sector declined over the review period, and is predicted to continue to do so over the forecast period.  However, there is potential for the decline to be slowed, as product types are being expanded. Sales are expected to decrease by an annual average of three percent in volume terms and four percent in constant value terms between 2009 and 2014.  Carbonated RTD tea is expected to be the better performing subsector over the forecast period.  Consumers are increasingly attracted by these kinds of drinks, with this trend also being apparent in bottled water.  In addition, mixed fruit carbonated RTD tea may come into the market during the forecast period.

SECTION V.  KEY CONTACTS AND FURTHER INFORMATION

International Trade Shows in France:

SALON INTERNATIONAL DE L'ALIMENTATION (SIAL)

International Food and Beverage Trade Show 

October 17-21, 2010
Parc des Expositions - Paris-Nord Villepinte 

Organizer:  Imex Management

Tel: (704) 365 0041

Fax: (704) 365 8426

Email:  exposium@imexmgt.com

Internet:   www.sial.fr

SIRHA

International Hotel Catering and Food Trade Exhibition 

January 22-26, 2011

Eurexpo, Lyon - France 

Organizer:  Sepelcom

Tel: (33 4) 72 22 32 68

Fax: (33 4) 72 22 32 18

Email:  mjk@sepelcom.com

Internet:  www.sirha.com

SALON NATIONAL DE LA BOULANGERIE, PATISSERIE, CHOCOLATERIE - INTERSUC -

International Chocolate, Sugar and Bakery Trade Show 

Last Conference :March 8-10, 2009
Paris, Porte de Versailles

Organizer:  Exposium

Tel: (33 1) 49 68 52 26

Fax: (33 1) 49 68 56 30

Email:  jalquier@exposium.fr

Internet:  www.salonboulangerie.com
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