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Figure 1 Vita Coco UK retail sales
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Not long ago in the UK and USA, coconut water 
was an unwanted waste product when making 
coconut flakes and dessicated coconut for 

Bounty bars. Then childhood friends Mike Kirban and 
Ira Liran met two Brazilian girls at a New York bar. They 
asked what the girls missed from Brazil, and both said 
coconut water. A year later Vita Coco was launched — a 
not-from-concentrate, 100% pure coconut water. After 
success in the USA, it was launched in the UK in 2010.

The timing proved perfect. British consumers were 
turning away from soft fizzy drinks and fruit juices, 
worried about the sugar content. Instead they were 
drinking more water. So coconut ‘water’ matched the 
consumer mood. Sales rocketed. According to Kantar 
secondary data, the value of the UK market for coconut 
water grew 20 times between 2012 and 2015. For Vita 
Coco, an independent private limited company, growth 
in sales of coconut water mainly meant sales for them 
(Figure 1).

But are all coconut waters as pure as Vita Coco? On 
27 August 2016 the Grocer asked where all this ‘pure’ 
coconut water was coming from. In 2014 a US test of 20 
coconut waters found that 12 contained added sugar — 
not declared on the label. A 2015 study in Brazil showed 
that 11 out of 17 contained undeclared added sugar. 
The magazine explained that the juice from young 
coconuts is naturally sweet, but when the coconuts get 

older, the juice is too bitter to drink raw. So sugar is 
needed, but admitting to ‘added sugar’ would hit sales. 
The boss of the Chi coconut water brand worries about 
opportunism: ‘Lots of people have jumped on the 
coconut water bandwagon. The result is coconut water 
from concentrate or mixed with fruit sugar — or 50% 
coconut water with added sugar and water.’

Now Vita Coco plans to differentiate itself from the 
increasingly crowded mass market. This autumn it will 
launch an ‘artisanal coconut water’, coming from a 
single source in Thailand where premium Nam Hom 
coconuts are grown in Fairtrade conditions. Coconut 
water already commands a price premium (in Tesco it 
costs £3.49 a litre compared with £2.48 for Tropicana 
Orange); doubtless the new premium product will have 
an even higher price.
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And what about competition? Coca-Cola used its 
Innocent Drinks brand to launch Innocent Coconut 
Water, which managed £5.2 million of sales in its first 
year. There are an estimated 20 other brands jostling 
for 2016 sales, which are expected to top £100 million 
in the UK.

More to do with business opportunity, in which case 
perhaps growth is being pursued because, ultimately, 
that growth might turn into extra profit: the bigger 
Vita Coco’s share of the coconut water market, the 
easier it will be for it to make and keep strong profits 
based on firm pricing (the number one in any market 
can usually set its own prices; others have to accept 
the prices set by retailers).

3 Possible answers include: The limited structure gives 
protection against any financial problems for the 
business through limited liability. This is important 
when you’re making bold moves to other countries 
and when sales are growing rapidly — the faster the 
growth, the bigger the chance of one glitch turning 
into a disaste; A private limited company makes it easy 
to bring in outside investors because you can simply 
sell them some shares. In Vita Coco’s case, a venture-
capital provider invested heavily in the business at an 
early stage, taking a chunk of the share capital.

4 Possible answers include: Fairtrade means paying 
an above-market price for supplies, and holding it 
even if prices slip lower. Inevitably, then, it pushes 
up the costs of producing coconut water, which will 
probably be passed on to consumers in the form of an 
increased price; That, in turn, may affect demand for 
the water. If prices of an item rise, fewer people can 
afford to pay that price, so demand slips; In fact the 
price of ordinary coconut water seems extraordinarily 
high compared with Tropicana orange juice, given 
that the coconut water used to be a waste product, 
so perhaps the profit levels are so high that Nam Hom 
water can be priced at a premium, but not such a 
large premium as to put off customers.

Taken from Topical Cases at  
www.a-zbusinesstraining.com, Ian Marcousé’s site 
for CPD, topical cases and business worksheets.

Practice exam questions 
(25 marks, 30 minutes)

1 Outline two possible reasons why UK consumers 
have taken to coconut water. (4 marks)

2 a Calculate the percentage growth in Vita Coco 
sales between 2013 and 2015. (3 marks)

 b Explain why a business such as Vita Coco 
might prioritise growth as its main business 
objective. (6 marks)

3 Explain why Mike Kirban and Ira Liran may have 
chosen to set up Vita Coco as a private limited 
company. (6 marks)

4 Explain how the decision to use Fairtrade coconuts 
might affect the cost of — and demand for — 
Vita Coco’s Nam Hom coconut water. (6 marks)

Sample answers
1 Probably because it’s called ‘water’ rather than juice 

— these days giving a child orange juice is seen as 
equivalent to force-feeding it beef dripping (expect to 
see Watermelon Water pretty soon). In other words 
the product fits in with current food fads. Also: it’s 
nice and refreshing to drink, i.e. a taste preference; it 
wasn’t available before, now it is and people like it.

2 a % change = Change/Original × 100. Change 
= £30.7m – £10.9m = £19.8m. % change = 
£19.8m/£10.9m x 100 = +181.7%

 b If the motivation behind the Vita Coco start-up 
was ‘coconut water makes the world happier and 
healthier’, growth makes perfect sense — the more 
you sell, the happier and healthier the world gets. This 
might be true of certain business start-ups, including 
Divine — the first Fairtrade chocolate. The story of the 
Vita Coco start-up sounds rather different, though. 
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