
Secret FormulaSecret Formula

Author:  Frederick Allen

Publisher:  HarperCollins Publishers

Date of Publication:  1994

ISBN:  

Number of Pages:  544 pages

0-88730-672-1

The Big IdeaThe Big Idea

Published by BusinessSummaries, Building 3005 Unit 258, 4440 NW 73rd Ave, Miami, Florida 33166 
©2003 BusinessSummaries All rights reserved.  No part of this summary may be reproduced or transmitted 
in any form or by any means, electronic, photocopying, or otherwise, without prior notice of 
BusinessSummaries.com

The story of Coca-Cola is a remarkable one.  The drink, first 
invented in 1886 by Confederate John Pemberton and Yankee 
Frank Robinson, is now one of the most dominant players in the 
global soft-drink trade.  This was achieved after over a century of 
strict adherence to its trademark and so-called “secret formula” 
(with notable exceptions), wheeling and dealing, political 
maneuvers, savvy marketing efforts and under-the-table and 
backroom deals.  

Coca-Cola itself, as Secret Formula's author Frederick Allen 
stresses, is much more than just a soft drink.  Rather, it is more 
than just the sum of its parts, as it has been right from the very start.  
The fiction of Coke has always been greater than the fact.  This is 
the secret of its success.  

How Brilliant Marketing and Relentless Salesmanship Made
Coca-Cola the Best-Known Product in the World
How Brilliant Marketing and Relentless Salesmanship Made
Coca-Cola the Best-Known Product in the World
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Coca-Cola was founded by Confederate veteran and war hero John Stith Pemberton 
and the Union Army veteran and Yankee Frank Mason Robinson in Atlanta, Georgia 
in late 1886.

Pemberton is credited with being the father of Coca-Cola itself - but the often-
overlooked Robinson is the father of the idea of Coca-Cola. 

The Story Begins in Atlanta
In the malnourished, desperate postwar South, there was a market for remedies of 
every sort, and Pemberton wanted in on the act.  He lacked the capital for it, though, 
and decided to seek it in Atlanta.  

Pemberton began in the 1870s by setting up drug outlets and forming partnerships 
with investors who financed the medicines he cooked up and sold. He became so 
successful that he decided to focus on making and selling only proprietary 
medicines.

Pemberton's French Wine of Coca, was his most successful product up to that point. 
It was no wonder as it included cocaine, which had not yet been declared illegal.  To 
broaden his product's appeal, he included another popular drug at the time - extract 
of African kola nut.  The product proved so successful that Pemberton began to 
search for new partners to help him fill the demand for it.

Robinson Comes Into the Picture
Robinson arrived in Atlanta in December 1885 hoping to start an advertising 
business.  He met Pemberton and quickly came into an agreement with him.  
Pemberton would stay in charge of the formulation and production of the goods while 
Robinson would handle the promotional end of the business.  Thus the Pemberton 
Chemical Company was born in January 1886.  

Robinson did more than just take care of advertising. He also convinced Pemberton 
to experiment with a new product.  Pemberton and Robinson began creating a soft 
drink with extract of kola nut as its base.  They wanted a drink that in theory can 
compete with coffee and tea, as kola nut's active ingredient is caffeine.

Unfortunately, kola nut extract did not taste too good.  Soon, it was discarded in favor 
of synthetic caffeine. Pemberton brewed the synthetic caffeine with sugar, caramel, 
extract of coca leaves, lime juice, citric acid and phosphoric acid.  He then served the 
resulting mix with carbonated water.  The first version of Coca-Cola was thus 
created.

Robinson Saves the Day
Unfortunately soon afterwards Pemberton fell ill and the business began to flounder.  
Still, Robinson believed strongly in the product.  Robinson decided that the drink only 
needed to be advertised better.  He then formally named the product after the coca 
leaf and kola nut it was based on.   Robinson changed the 'k' in kola to 'c' for 
uniformity's sake, put in a hyphen, and wrote out the now-famous 'Coca-Cola' label in 
longhand script.  Business boomed.

Early DaysEarly Days
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However, Pemberton, who needed the money, had registered the label of “Coca-
Cola Syrup and Extract” in his name alone, cutting Robinson out.  Understandably, 
Robinson was furious and desperately sought help from several individuals.  

Robinson's pleas were heard by Asa Candler, an exceptional entrepreneur.  
Robinson pitched Coca-Cola to Candler again and again, but Candler was 
unenthusiastic until he tried the product for himself.  Candler became a believer in 
the drink after it relieved his indigestion.  He seized control of Coca-Cola from 
Pemberton, buying him out and placing Robinson back on top. 

Robinson and Candler Begin to Push the Boundaries of the Business
After Pemberton's death due to illness, Robinson and Candler decided to modify the 
formula.  Glycerine was added to the mix to smoothen it out.  Furthermore, the coca 
and kola content were lowered to significantly lower costs and to offset the growing 
public fury against cocaine.  Moreover, they began to introduce the concept of giving 
away free samples as a way to advertise the product.

The aggressive marketing campaign was so successful that people who frequented 
soda fountains all over the South started asking for a Coke. After reviewing the initial 
success, Candler began to consider expanding his operations up North.  

Coca-Cola's runaway success, however, had a dark side.  People started talking 
that cocaine was still present in the drink and that this was the main reason for Coca-
Cola's success.  Despite growing criticism, Robinson and Candler refused to cease 
using coca leaves entirely.  They wanted to lay claim to their trademark and protect 
their rights to the name.  

Finally, Robinson and Candler developed an exhaustive process that finally 
managed to eliminate all traces of cocaine from Coca-Cola.  Candler, however, 
never made this public as to preserve the “Coca-Cola Mystique”.

A Bit About the Bottlers - and THE Coca-Cola Bottle
The first bottling of Coca-Cola occurred in 1891.  Candler was initially unsure about 
bottling the drink, but the two entrepreneurs who brought the idea to him made their 
case well enough that Candler gave them full control of the procedure. 

The loosely-termed contract, however, proved to be problematic for the company for 
decades to come. Some bottlers even subcontracted the bottling process to other 
companies. As a result, Coke bottles varied considerable in size, shape and quality.  
It was only in 1916 that the iconic, standardized Coke bottle (styled after a cacao 
bean pod) was introduced.

Candler Falls Foul of the Law - and of Some Sectors in Society
Candler objected vehemently when the government, seeking increased revenues 
to fund the Spanish-American war in 1898, taxed the company.  He grudgingly paid 
what he was asked to pay, and afterwards sued to get every penny back with 
interest.  The government responded by saying that Coca-Cola was a medical 
preparation that couldn't escape taxation, and furthermore contained “the drug and 
medicine cocaine”.  However, formal examination revealed only trace amounts of 
cocaine.
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A new development soon made things worse.  Prohibition laws against alcohol soon 
turned many of the poorer blacks in the South into cocaine addicts.  The 
sensationalist press picked up on this, and wild stories started making the rounds, 
many of them vehemently anti-Coca-Cola.  To make matters worse a similar racially-
charged backlash erupted against kola as well.  As a result strident calls were being 
made to stop the sale of Coca-Cola.

Candler resorted to asking cocaine manufacturers for advice on making Coca-Cola 
entirely cocaine-free.  Yet, a wide range of anti-Coca-Cola activists, from a rabidly 
anti-Coke chemist named Dr. Harvey Wiley to various populists and propagandists, 
continued to besiege the company.

It was then that the government, led by Wiley, filed charges of criminal fraud against 
the company because Coca-Cola's name claimed that it contained coca and kola 
when it did not.  Moreover, according to him, it still contained cocaine.  The 
government, however, failed to establish a clear case and the judge ruled in favor of 
the company.  Yet the perception was that they had only escaped on a technicality 
and that Wiley was free to continue his fight another day.

The company continued about its business and continued to make good money.  
However, there was an ongoing family drama. Candler's son and heir, Howard, was 
inept at social matters, and his nephew, Sam Dobbs, was proving to be smarter and 
more driven than any of his own children.  Dobbs had more than proven his worth 
many times over, especially when he took charge of advertising,

It was Dobbs who gave the account to William D'Arcy whose advertising techniques 
included rather provocative photos of beautiful women drinking Coke.  Although the 
ads were considered rather ahead of their time, it proved great for business.  
However, due to Candler's preferential treatment towards his son, Dobbs could not 
ascend to the top spot.

To make matters worse, the case filed by Wiley had been quietly appealed to the U.S. 
Supreme Court.  The Supreme Court ruled that the government was entitled to a 
retrial.

Coca-Cola Goes to War
All legal entanglements, however, were shelved during World War One.  When war 
erupted, the company's main concern became its survival.  In fact, the company was 
brought almost to its knees by the rations for sugar and, later on, a special tax on 
syrup sales.  

However, demand for Coca-Cola continued unabated and the company scrambled to 
manage.  An early experiment with caramel-free syrup, which lent the resulting 
mixture a straw-like color, flopped with customers.

The company's top brass learned at this point the importance of furiously lobbying 
behind the scenes, giving in gracefully when the cause was lost, and associating the 
product with the highest national interest - all of which was to benefit it greatly in times 
to come.  
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After the war, prospects were once again rosy for the company.  No one knew that 
things were about to take a turn for the worse.

From the outside, the company was looking as good as ever.  Behind the scenes, 
however, things were becoming increasingly dicey.  

The Candler family was finding it increasingly hard to manage their affairs.  On 
Christmas Day in 1917, Asa Candler divided his stocks between his wife and 
children, keeping only seven shares for himself.  Once again Sam Dobbs was left 
with the dregs.  This time, Dobbs decided to fight back.

Under the guise of auditing the firm's books, Dobbs determined the true financial 
state of the business and offered it for sale to a man Asa Candler despised - Ernest 
Woodruff, a man with a somewhat shady reputation.

Dobbs and Woodruff were able to “convince” the Candler children to give Woodruff 
control of the company. Woodruff bought them out and brought in new investors in a 
masterfully engineered series of deals that left Howard Candler chairman of the new 
Coca-Cola Company board of directors.  It was, however, a toothless board as it was 
really Woodruff and Sam Dobbs (the new president) who held the real power.

The problem was that the Coca-Cola Company was on the brink of ruin at that time.  
Their operations were extremely dependent on sugar and the company suffered 
when the world price controls on sugar were lifted.  Sugar prices rose continuously 
and the company was forced to eat into its revenues to cope.

Woodruff's attempts to make the independent bottlers accept lower syrup prices 
backfired as he was soon thrown vehement objections and slapped a lawsuit.  To 
make matters worse, the company had insisted on maintaining a horrendously 
expensive 60-day stockpile of sugar only to find that the price of sugar had dropped 
almost overnight.

Once again the company was reeling.  The situation wasn't helped in the least by the 
sudden resignation of Sam Dobbs who was forced out of his position by Woodruff 
himself. Dobbs was replaced by Howard Candler who Woodruff didn't trust.   The 
company was edging closer and closer to collapse.

A major reprieve was granted when the U.S. Supreme Court ruled in favor of the 
Coca-Cola Company in a long-pending legal case.   When the bottlers' suit was 
finally resolved, it served notice that things were going to be better for the company 
from then on.

The Company Changes HandsThe Company Changes Hands
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The Baton is Passed
After those debacles, everyone was keen to get back to work.  D'Arcy began to 
conceptualize even more innovative advertisements that graced billboards and 
magazines.  Also, business boomed under Woodruff's command.  Yet in a few short 
years, his son, Robert 'Bob' Woodruff, was set to succeed him.

Bob and Ernest Woodruff were frequently at odds. The younger Woodruff had an 
independent spirit that brought him to clash incessantly with his domineering father.  
Bob was an extravagant spender and a poor student.  He flunked out of college and 
ended up doing menial labor at a foundry, to the despair of his family.  However, he 
did manage to marry Nell Hodgson, a girl with a good background and of whom his 
parents approved.  

Having switched from the foundry to the automobile industry, Robert worked his way 
up his own corporate ladder and was making a good name for himself.  It was then 
that his father began to take steps to bring him back to Atlanta.  Ernest Woodruff 
needed a replacement for Howard Candler.  

To prove to his father that he could do it, Bob accepted the job.  

Enter Bob Woodruff
Bob Woodruff was to become the greatest head of the company.  He ran the affairs of 
the Coca-Cola Company for the next sixty years, turned its trademark into the world's 
most familiar symbol, and was heralded as one of the most successful businessmen 
of his generation.

Here are some of the changes Bob Woodruff instituted:

· He decided to adopt a policy that there would never again be a change in the 
formulation of Coca-Cola.

· He directed a great deal of attention to giving Coca-Cola an aura of mystique 
similar to that desired by Asa Candler. He managed to achieve this by 
directing an enormous amount of public attention to Coke's secret formula.

· He began to focus on advertising as the key to market success.  He decided 
he couldn't work with Bill D'Arcy, and hired a younger man from the agency, 
Archie Lee, to take charge.  Lee conceptualized one of advertising's great 
“brand image” campaigns; he gave Coca-Cola an appeal that far exceeded 
its utility as a product.

· He began to force the company to look into expanding its markets overseas.  
To this end, he established a foreign department in 1926.  Most markets the 
company initially tried were unfriendly for various reasons, but the beverage 
still managed to find a foothold in Cuba and Germany.  France was almost 
an utter failure due to the xenophobic attitudes of the French, but in time they 
came around.
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Pepsi
The story of Coca-Cola would not be complete without a few words on its most 
formidable competitor.  Pepsi was the name of a soft drink that had been used by a 
company that had gone bankrupt in 1923.  It soon came to the attention of a 
confectioner, Charles Guth, who was marketing a chocolate drink called Mavis but 
wanted a slice of the cola pie.  Pepsi's name was derived from pepsin, a digestive 
enzyme the original formula contained.

Guth had the reputation of being a shady businessman and a tough customer. His 
hardline tactics would prove to be just the thing the brand needed to break into the 
limelight.  

During the Great Depression, Pepsi was sold in bottles twice the size of Coke's, at 
the same price.  This provoked anger in Atlanta, but that was nothing to what would 
come next.  Pepsi-Cola began doing business in Canada, and this expansion was 
accompanied by the defection of D.S. Hawkes (one of the Coca-Cola Company's top 
men in Europe) to Pepsi-Cola.

And yet the worst was yet to come.  After losing a lawsuit filed by Loft Inc., Guth was 
replaced by Walter Mack, a smooth, sophisticated businessman who was a majority 
shareholder in Loft, Inc.

Mack was a far shrewder businessman than Guth.  He poured cash into Pepsi's 
promotional budget and spent it on ventures as disparate from college scholarships 
to radio jingles.  In just seven years, Pepsi had seized a tenth of the soft drink market 
in the United States.

During the Second World War the Coca-Cola Company ran into even more 
challenges.  

· Its only export market that was a complete and unqualified success was 

Nazi Germany, and it went without saying that doing business there was 

extremely dangerous.  (Max Keith, the man running the business, 

introduced a new product called Fanta to get around import restrictions.)

· Strict restraints were once again imposed on businesses and sugar was 

again targeted.  To make matters worse, the company was closing its books 

on the most successful year in its history, and demand was up sharply.

· An old problem reared its ugly head.  The company was asked to prove that 

its product was good for children and that doctors would recommend it.
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World War IIWorld War II
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As any sales of Coca-Cola to the military would be exempt from the sugar order, the 
solution was clear. To compensate for the sales lost due to the abovementioned 
issues, the company would have to prove that Coca-Cola was vital to the war effort.  

The company then began to sell the beverage to any and all military installations, 
most especially in the huge training camps that began to crop up. In addition, they 
supplied Coke to servicemen in the field.
 
The demand was certainly there for the beverage and servicemen were clamoring for 
it.  The problem, therefore, was to build bottling stations while trying to keep out of 
harm's way.  The company's “technical officers” went to remarkable lengths to make 
sure their product was never far from the men who desired it so badly.

After the war was over, it was discovered that Max Keith, who had been running a 
successful operation in Nazi Germany, was firmly on the side of his onetime 
American bosses. He turned over his plants without much of a struggle. This brought 
the total number of overseas Coca-Cola plants in operation to 63.

The public and the government had sided overwhelmingly with Coke, and as a result, 
Pepsi was reeling.  Coca-Cola had become synonymous with the American way of 
life.  The company had adroitly dealt with one of the most perilous situations in its 
long history and was doing better than before.

The Coca-Cola Company had successfully navigated through the potentially 
troublesome years of the Second World War without incurring too much damage.  
With Bob Woodruff at the helm, it appeared strong enough to weather any storm.

Bob Woodruff had always been a racial moderate. In the days after the war, he got 
the company he headed to reflect that same attitude. This attitude was a prerequisite 
to doing business in such places as Asia, Africa and South America.

The success of Coca-Cola up to this point was due to the company's ability to define 
the product as truly American.  If the company wanted to expand further, it needed to 
undergo drastic change.

The postwar years saw the introduction of new products to the Coca-Cola stable.  

In the 1960s:  

· Fanta was conceptualized and sold by Max Keith during World War II.  The 
basic flavor was soon augmented by a complete line of popular flavors.

· This was soon followed by the introduction of Sprite.

[ 8 ][ 8 ]

The Modern YearsThe Modern Years
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· The company started selling Coke in cans instead of the iconic bottles.

· In 1962, a public opinion survey found 28% of Americans watched their 
weight. The company experimented with diet drinks and Tab was one of 
those that made it out into the market.  

· The company's purchase of the Minute Maid Corporation brought orange 
juice into its product line-up.

Bob Woodruff vs. Austin
Successful though the company was under him, the aging Woodruff was soon forced 
to take a less direct role in managing the company.  He stepped down as president in 
1954, although he remained on the Board of Directors.

He soon came up hard against a man who was bound and determined to run the 
company the way he saw fit. That man was Paul Austin, who with Woodruff's gradual 
withdrawal from the company assumed the title of president, CEO and Chairman.   

Bob Woodruff and Paul Austin disagreed on quite a lot of issues, but mostly the Board 
went with Woodruff's decisions.  Despite his increasing age, he was still quite 
dominant.  For years Austin insisted on diversifying the company by investing in 
businesses unrelated to the beverage itself, such as shrimp farms and private-label 
coffee.  Woodruff vehemently disagreed with this practice.

Spates of illnesses and general old age contributed to both Woodruff's and Austin's 
further decline. Yet it was still Woodruff who would prevail.  In 1979, Austin proposed 
installing six vice-chairmen to report directly to him - one of whom would be his 
successor.  It was accepted by the Board.  

Everywhere, people scrambled to predict who among the six would succeed Austin.  
The least-known name on the list was that of Roberto Goizueta, a Cuban and a 
former chemical engineer who had worked his way up the company.   To everyone's 
surprise, it was indeed Roberto Goizueta who succeeded Austin.   

Goizueta's Time to Shine
Goizueta's rise coincided with Woodruff's dissolution of Coca-Cola International, the 
old holding company that gave him and his father working control over the business. 
This allowed Goizueta the chance to consolidate his authority.

Goizueta instituted some radical changes, such as the following:

· He bought a controlling interest in the Coca-Cola Bottling Company in New 
York, took it private and sold it to friendly owners.

· He ordered all Austin's non-softdrink-related investments put up for sale, as 
they were diverting resources from the company's main job and weren't 
making money anyway.
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· Under his aegis, the company replaced the diet drink Tab with Diet Coke - a 
considerable change given that no one had previously dared tamper with 

the hallowed “Coke” or “Coca-Cola” name (this was an immediate, 
unqualified success).

· The company also bought a movie studio, Columbia Pictures, in an effort to 
diversify the company and boost its earnings (during its first year, the 
company made more than $90 million in operating profits from its new 
subsidiary).

· The company introduced New Coke as well, a reformulated version of 
Coke, in response to the fact that Coke's market share had been declining 
for decades.   Long before they tasted the product, many Americans 
decided that they already disliked it.  It was doomed from the start.  The 
company only redeemed itself after reintroducing what they called “Classic 
Coke” - which, strangely enough, became extremely successful, 
outpacing even the “old Coke”.

Goizueta is credited with creating more wealth for his company's shareholders than 
any other CEO in history.

The bottom line is that Coca-Cola has a unique place in history as “the most 
American thing in America”.  It's nothing more than a sugar-water drink, give or take 
a few additives, but due to how it's been built as a brand, it's forever going to be so 
much more than just the sum of its parts.
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