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1. Initial idea and patents for Nespresso: 

Espresso coffee was invented in the early 1900 by Luigi 
Bezzera (WIPO magazine, 2010). He filed patent US726793A, 
which was a machine using steam pressure to make coffee. 
Bezzera wanted to produce coffee quicker, but also found that 
coffee from his machine was stronger and more robust in 
taste. Bezzera did not succeed in successfully marketing his 
invention in Italy, which only happened when businessman 
Desidero Pavoni acquired the patent rights to the machine in 
1905. 

According to Eric Favre, inventor of Nespresso coffee, 
Nespresso might not have existed if it wasn’t for his wife, 
Anna-Maria (Simon, 2016): she had teased him, saying the 
Swiss couldn’t make proper coffee. In the months after, Favre 
scoured Rome looking for the perfect brew. This quest took 
him to Caffe Sant'Eustachio. The secret that made this place 
busier than other espresso bars in Rome was the repeated 
aeration while hot water was being pumped through the 
coffee grinds. This helps oxidise the aromas in the coffee and 
makes it possible to extract them more rapidly. 

Inspired, Favre worked on his own espresso formula in the 
R&D department of Nestlé, regardless of Nestlé’s initial doubt 
of the market value of espresso machines. They were 
dominating the instant coffee market with established brand 
Nescafé, and hesitant to branch out. After being sent on 
assignment to the Nescafe factory in Japan in 1983 and 
pitching his idea there, Nespresso launched in 1986, with 
Favre as its director. 

initially patented the capsule (CH605293A5, 1976), which was 
to be the basis of his formula and the innovation to set 
Nespresso apart from its competitors. It allowed users to brew 
a single serving of espresso coffee. Later Nestlé patented the 
manufacturing method and contents of the capsules 
(EP79102439A, 1979), the machine to use the capsules 
(CH664886A5, 1985) (at this time designed for a large amount 
of users and an office environment, see later chapters), and 
details like the capsule dispenser (CH665340A5, 1985) and the 
filter integrated in the capsules (CH673082A5, 1987). They also 
later modified the machine to allow for consistent airflow 
through the coffee grounds (CH677070A5, 1988) which proved 
so important as mentioned above. 

Favre was forced to leave Nestlé in 1991 and subsequently 
established a new coffee capsule company called Monodor, 
where he further innovated capsules which used new 
materials and no longer needed a filter integrated in the 
capsule (House of Switzerland, 2017). 

The coffee capsule industry has been one of fierce rivalry ever 
since, sparking a series of court cases between Nestlé and 
other companies. Favre and Nestlé CEO Peter Brabeck finally 
buried the hatchet by signing an agreement in 2003. 

(CH605293A5, 1976) 
(EP79102439A, 1979) 

(CH664886A5, 1985) 

(CH665340A5, 1985) (CH673082A5, 1987) (CH677070A5, 1988) 
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2. Why Nespresso failed prior to 1987 
Nespresso was a different company in the years before 1988. 
Nespresso was at the time focusing on B2B sales, where their 
customers consisted only of other businesses. Nespresso did 
create some value by then but was unable to capture it, 
leading to a situation where Nespresso would almost cease to 
exist due to bad sales and losses. Below we have analyzed the 
business case of that time and discuss why Nespresso failed. 

Value Proposition 
Restaurants could more easily make quality coffee for their 
customers with the Nespresso system. However, restaurant 
customers associated the sound, look and technique of the old 
bulky machines with quality coffee, which the Nespresso 
machines lack (Lachapelle, 2018). Therefore the restaurant 
segment failed to result in sales, and Nespresso failed to 
capture value here. 

Market segment 
It turned out that the office coffee market was not able and 
willing to pay the premium for the Nespresso coffee machines 
and cups as Nespresso had expected. The machines were 
failing and not living up to the premium price (Dawar, 2013). 
The cups were too expensive for the office segment. 
Customers of restaurants did not buy the Nespresso coffee 
because they associated the sound, look and technique of 
traditional espresso machines with quality coffee (Lachapelle, 
2018) - something that the convenient Nespresso machines 
lacked. The market segment was chosen wrongly. 

Key Partners 
Machines manufactured by Turmix were not living up to the 
required quality due to a lack of quality control of the 
machines. Therefore Turmix was not the right partnership for 
manufacturing of the machines. (Lachapelle, 2018) Nespresso 
failed to create the required value here. 

Customer relations 
Nespresso chose to cover and repair all coffee machines, 
which turned out to be very unreliable and therefore cost a lot 
of money (Kamran Kashani (2003)). This was too expensive to 
maintain. 

Cost Structure 
Nespresso machines knew many flaws, consuming the service 
and maintenance budget of Nestle in high pace. The machines 
were too expensive to maintain (Lachapelle, 2018). 

Revenue structure 
In order to cover the costs made by the company, the cups had 
to be sold at a high price. Too high for the consumer, 
restaurant and office market. The office segment had issues 
with the machine’s price and the technical reliability 
(Lachapelle, 2018). 

In summary 

Nespresso misinterpreted the market segments in which they 
operated and had too many technical problems with their 
machines. The value proposition did not match the consumers’ 
needs for the restaurant segment. The cups were too 
expensive for restaurants when compared to the traditional, 
heavy duty espresso machines.  The office market was thought 
to be less sensitive to the high price of the Nespresso coffee 
machines, but this turned out to be wrong. 600 to 800 SFr 
together with the machine’s reliability was a big problem.  

3. Why Nespresso succeeded after 1988  
In question 2 we answered the question why Nespresso never 
took off prior to 1987. The business model canvas shows the 
changes between Nespresso before and after 1988. In this 
section we will elaborate more about these changes by 
discussing five factors that made Nespresso successful after 
1988.  

1. The addition of Mr. Lang to the team 
This first point is not necessarily a pivot point in strategy or 
market position itself, we believe that it is an important 
action done by Nespresso that resulted in a successful 
change of the company. Mr. Lang had a different 
perspective and allowed new strategies to unfold. 
Nevertheless, first he had to prove that his ideas could 
actually work. For example, Mr. Lang had to prove through 
a higher sales volume that the new household market 
became the new targeted market segment. This is a good 
example of risk management where the strategy had to be 
tested first in order to analyze if it would be the right 
decision to make.  (Kamran Kashani, 2003) 

2. The switch from office coffee segment to the household 
market  
Prior to 1987 you could describe the strategy of Nespresso 
as a B2B (business-to-business). Nespresso sold a lot of 
their products to other companies/offices. As this did not 
work out Mr. Lang decided to try the household market 
which needed a B2C (business-to-customer) based 
strategy. Nespresso produced machines and cups which 
were sold through the Nespresso Club. This switch in 
channels opened up a whole new potential for Nespresso.  
(Kamran Kashani, 2003) 

3. Targeting the top of the household customer section 
Giving Nespresso a new market position was one of the 
factors of its success. In order to distantiate themselves 
from ordinary coffee in offices and households, Nespresso 
had to deliver a top quality product. This high quality was 
assured through exclusive agreements with leading 
manufacturers of espresso machines. Furthermore, they 
developed “Machines Partnerships” with international 
producers and distributors which resulted in increasing 
sales of Nespressos’ products through selected stores and 
retailers.  (Kamran Kashani, 2003) 
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4. Introduction of the Nespresso club 
The introduction of the Nespresso Club resulted from their 
shift towards the household market. In order to 
successfully sell and repair capsules and machines to the 
customer, a loyal and direct service was needed for the 
client. The Nespresso Club provided this direct market 
channel and could provide a 24/7 order service which 
satisfied the customer. It was a great success, the first 
members of the club originated from Switzerland, France, 
Japan and the US. The countries in which the first members 
originated showed that testing was done throughout the 
whole world (in different cultures) before it actually was 
introduced on a global scale. This is again a great way to 
see if there is appeal for this idea in different markets and 
thus manage the risks taken.  (Kamran Kashani, 2003) 

5. Spreading the word through third parties 
As mentioned before Nespresso made a switch from B2B to 
B2C. But to spread the word about Nespresso, they needed to 
collaborate with different companies to introduce possible 
customers to their product. So next to the B2C strategy, 
Nespresso also used a B2B2C (business-to-business-to-
customer) based strategy to sell their cups. The effort of 
working together with Global Airlines and top notch 
restaurants in Belgium and France are good examples of this 
approach. These companies have the same target group as 
Nespresso intended to sell their product so it is a great way to 
introduce the product  (Kamran Kashani, 2003). 
 
Below: business model canvas (Osterwalder, 2020) 
Nespresso prior to 1987 (Kamran Kashani, 2003) 
Nespresso after 1987 (Kamran Kashani, 2003)

Key Partners 
- Turmix for production 
- Sobal for selling and 
distribution of “the 
Nespresso System” 
- Swiss design company 
for machine design 
- Manufacturer of 
espresso machines 
- Household appliance 
retailers, department 
stores, electrical outlets 
and kitchenware stores 
- International 
producers/distributors: 
Matsushita, Krups, 
Philips, Alessi, Jura, 
Magimix 
 

.    Key Activities 
- R&D 
- Licencing technology and 
manufacturing rights 
- Manufacturing coffee cups 
- Designing coffee machine 
in collaboration with Swiss 
design company 
- R&D 
- Designing coffee machines 
- Manufacturing coffee cups 
- Customer service 

.    Value 
Propositions 
- Highest value and 
exclusive R&G 
coffee, delivered as 
individual portions. 
- Highest value and 
exclusive R&G 
coffee, delivered as 
individual portions. 

.    Customer Relationships 
- Repair and maintenance of 
machines 
- Through the Nespresso 
clubs 
- Through the telephone for 
ordering 
- Through third parties like 
retailers 
- Sales clerks 

.    Customer  
     Segments 
Office coffee segment 
Restaurant (single test) 
     35 to 40-year-old 
men 
     and women from the   
     household market 
 

.    Key Resources 
- Licenses 
- Production line 
- Patents on cups and 
machines 
- Factories for 
manufacturing 
- Office space 
- Staff 
- R&D department 
- Patents and licences 

.    Channels 
- Through sales and 
distribution partners 
- The Nespresso club 
- Word-of-mouth from the 
customer base 
- First class flights from 
airlines 
- Top restaurants mostly 
located in Belgium and 
France 

.    Cost Structure 
- Marketing and brand promotion 
- Manufacturing of cups at Nescafé production line 
- Distribution cups 
- Personnel 
- Design work by Swiss design company 
- Maintenance and service of coffee machine 
Fixed: 
- Staff employment 
- Building costs 
- Maintenance and service of coffee machines 
Variable costs: 
- Licences 
- R&D   

.    Revenue Streams 
- Selling of coffee cups  
- Selling of coffee machines and cups 
- Membership fee of Nespresso club 
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4. Technology Push & Market Pull 

Given the answers on the previous questions, using the case 
of Nespresso can help to elaborate what one means with 
‘technology push’ and ‘market pull’. We believe Nespresso 
used both ‘technology push’ and ‘market pull’. But first, what 
is technology push and market pull? 

 

Figure 1. Technology Push vs. Market Pull (Martin, 1994) 

“Technology push is a term used for the approach in which the 
technology innovation is pushed to the market starting from 
internal development via production to marketing function. In 
the “market pull” approach on the other hand the signal for 
development starts from the expressed market need.” 
(Isoherranen, et al, 2011) as visualised in Figure 1. In other 
words, technology push is driven by research and 
development of new technology and products while market 
pull is characterized by research of unsatisfied customers 
which leads to a demand for new solutions (Brem and Voigt, 
2009). Since technology push is more or less an internal 
process, it may be said that pushing new technologies to a 
market of which you do not know its demand for such 
innovations, generates more insecurities for success. Next to 
the uncertain demand of the market, other aspects, for 
example feasibility of the new technology can result in a big 
challenge as well (Scouder, 1989). Based on Bass, we conclude 
that a technology push strategic company requires a strong, 
well-trained, engineering R&D department with 
transformational leadership in order to succeed (Bass, B.M. et 
al, 2003). On the contrary, according to Day, companies with a 
market pull strategy requires another skill, namely 
understanding customers (Day, 1994). In addition, according 
to Day, these companies need to focus on customer value and 
converting customer satisfaction into loyalty (Day, 1998).  

Looking back at Nespresso’s case, they did not apply both 
strategies simultaneously. In the early days of Nespresso, we 
consider the used strategy as technology push since they 
invested a lot of money in developing new machines. Once 
they started to push the newly developed technology into the 
market, they stumbled upon different market demands than 
expected beforehand. This obstacle is commonly known since 

technology push might demand the customer to change 
behavior. This resulted in an unmeasurable market impact and 
high costs. 

Fortunately, Nespresso changed the tide and went on with a 
market pull strategy. Nespresso renounced the development 
of their machines and focussed on what they did best, creating 
customer value within the food and beverage industry. With 
the use of Nespresso Club, the market impact became 
measurable which resulted in a better understanding of their 
customers. The danger lurking here is that competitors can 
develop new technologies while you are only looking at needs 
of customers with minor potential. 

Three examples of companies with a technology push 
strategy: 

Sony 

The history of gaming and the game consoles brings us back to 
1962 when the first game Spacewar! was launched for a 
personal computer (Desjardins, 2017). Years of development 
went by and by the mid 90s, Nintendo took the lead with SNES 
(Super Nintendo Entertainment System) which stored games 
on a 16-bits ROM Cartridge. Simultaneously, the Compact Disk 
was developed and reached greater public in 1983 (Waniata, 
2018). Since Nintendo and Sony had already worked together 
and Sony had a lot of experience with CD-ROMs, Nintendo 
asked Sony to develop a CD-ROM based add-on for Nintendo’s 
SNES (GiantBomb, n.d.). The first CD-ROM game console, 
named “Playstation”, was developed by Sony and Nintendo, 
and shown for the first time at the Consumer Electronics Show 
June 1991. After that day, the deal of Sony and Nintendo was 
broken since Nintendo suddenly wanted to collaborate with 
another CD-ROM expert, Phillips (GameMe, 2019). Sony’s 
head engineer Kutaragi and Sony’s President Ohagi of that 
time, accepted the challenge and decided, after long meetings 
with the board, to continue developing their own game 
console. In 1994, Sony entered the market with their new 
game console and reused the name PlayStation which changed 
the market for good. Sony’s PlayStation was the first console 
that offered real-time 3D graphics, pushing Nintendo to the 
side (Desjardins, 2017). In addition, Cartridges used to have a 
delivery duration of ten to fourteen weeks. As an answer, Sony 
offered game developers a new service. With this service, Sony 
managed to burn and deliver CD-ROMs with games within ten 
days. This way, game developers had more equity to put in 
marketing and development. This resulted in a growth not only 
for the game developers, but also in a growth for Sony’s 
PlayStation (GameMe, 2019). 

We conclude Sony’s PlayStation project as a technology push 
since the motive of Sony was to outsmart the competitors 
based on the internal knowledge and technologies of Sony’s 
R&D department without querying the end-user. In addition, 
helping game developers to launch their games on CD-ROMs 
is, in our opinion, one of the main reasons PlayStation became 
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market leader with sales of 104.25 million consoles in the first 
twelve years, 71.32 million more than the main competitor, 
Nintendo’s N64 (Plant, 2018). 

Microwave 

In 1947 the first commercial microwave was born. An 
invention by Percy Spencer. We now know the microwave as 
a quick and easy food heater that is a regular device in many 
household kitchens. However, in 1947 the invention was 
something unknown, heavy (750 pounds) and expensive (over 
2.000,- dollars) (Blitz, 2016).  

The technology of heating food with microwaves was not 
invented for the market, it was an accidental invention 
discovered by having a chocolate bar too close to power tubes 
of radar sets (Ackerman, 2016). The first microwave was 
marketed towards restaurants and airplanes because it was so 
heavy and expensive (Zhang, 2017). The microwave was not 
immediately well received, mostly because the technology 
was yet too clumsy. It was only in 1975 that the microwave 
became marketable for households because the technology 
was good enough to make it smaller, more polished and 
affordable (Zhang, 2017). Also the fear around the unknown 
technology started to decrease, in 1976 around 60% of U.S. 
households owned a Microwave (Zhang, 2017). 

The Microwave is a clear example of technology push since the 
idea to make it came from a technical discovery and not from 
a market need. The product was brought to the market way 
too early as the technology and the market was behind on the 
idea, it even took 28 years after the first launch until the 
microwave had its real succes. 

iSmell Digiscents 

The iSmell digiscents was a device that could ‘print’ smell from 
your computer. It exists out of a range of scents  that can 
recreate almost all scents. It was an invention by Joel 
Bellenson and Dexster Smith in 2001 (CROCKETT, Z. 2018). The 
iSmell had interested investors and companies such as Sony 
and IMAX who were running the wildest ideas of the many 
possibilities (CROCKETT, Z. 2018). On the user side of The 
iSmell, the invention was not that secure, mostly tech geeks 
were interested but a lot of users did not see the added value 
(Dailybruin, 2018). In 2001 a prototype of iSmell was released, 
soon after that the project is canceled (CROCKETT, Z. 2018). 
The reason is claimed to be simply because it did not fulfill any 
market needs (Dusi, A.2014) and thus created no market 
value. 

The iSmell reacks like technology push because of the focus on 
innovation and the lack of focus on the markets' needs. Avery 
Gilbert, the scientist who worked on the scents, says in an The 
Hustle article (CROCKETT, Z. 2018): “They were constantly 
talking about immersiveness — it was tech boom and everyone 

was all pumped on what we could do,”. “But it wasn’t really 
what people wanted.”  

Three examples of companies with a market pull strategy: 

Heineken 

This example is based on the own experiences of one of the 
authors since he worked at HEINEKEN Netherlands over eight 
months (Sep. 2017 - Apr. 2018). Within these eight months he 
was responsible for the launch of HEINEKEN BLADE in the 
Netherlands. 

 

Well established global beer and soft drink (in Europe) 
producing company HEINEKEN launched their new product 
BLADE on the Dutch market during HORECAVA 2018 (Simon, 
2018). BLADE is a mobile tap system with the size comparable 
to an A4 paper and capacity of 32 draft beers (HEINEKEN, n.d.). 
HEINEKEN tried to design and sell several different mobile tap 
systems over the years in order to provide fresh draft beers to 
all customers in every situation, even at home! All designed 
systems had to make use of CO2 to create the right amount of 
pressure on the kegs. Since the demand of the user was high 
in the old systems, a lot of systems broke and more 
importantly, customer value decreased. In other words, the 
product was a failure but the customer needs were still there 
(Osterthun-Kramer, 2017). Without changing the vision of 
providing draft beer, HEINEKEN started to define their target 
group and investigated the desires of the users again. The 
findings resulted in a new design, BLADE, which allows the user 
to serve premium draft beer on every countertop with the 
least effort possible. For example, they conclude to first focus 
on small companies which already serve Heineken in bottles 
and could not afford to install a draft beer system (barbers, 
boutiques, etc.). This way, HEINEKEN could easily start selling 
their new technology with a B2B2C structure creating 
customer value both for companies and end-users (Minnart, 
2017). 

We believe HEINEKEN BLADE is a profound example of the 
market pull strategy. HEINEKEN used their existing channels of 
account managers and marketers to investigate the customer 
values and eventually sell the new product (Kruijt, 2017). 
Technology is used to match these values and desires but 
creating customer value and satisfaction was always prior. In 
addition, HEINEKEN also changed their customer target group 
and beers (e.g. 0.0% alcohol beers at car shops, special 
Affligem beer at men only barbers, etc.) that could be served 
with BLADE according to the findings of their market research. 

d.light 

d.light started by selling a simple LED connected to a solar 
panel designed to replace dangerous kerosine lamps. The LED 
was designed to create a solution for an existing problem, 

https://spectrum.ieee.org/author/ackerman-evan-
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namely, kerosine lamps are still highly used by the poorest of 
the world (Sheen, Denend & Zenios, 2012A). Because the LED 
is marketed towards the poorest, d.light has put effort in 
making the light as affordable as possible. They have made 
sure to give the best service for clients as possible by doing 
field research (Sheen, Denend & Zenios, 2012B). An example 
of such a field research is an interview with Terisia (Novogratz, 
2013). She suggested a couple of improvements of the design 
such as the strap length of the LED. 

d.light is a very clear example of market pull as the need for 
their initial product was severe. The development of the 
product was closely done with researching the market. The 
focus of d.light is really on the user and not on creating new 
technologies.  

Miracle Mop 

The Miracle Mop is a self-wringing mop made from plastic, the 
head is made of 90 meters of cotton which makes it easy to 
wring (Jones Family Co, n.d.). The mop was invented in 1990 
by Joy Mangano, a single mother whom herself had frustration 
about the ordinary mob. With an ordinary mob she had an 
experience of cutting her hand on a broken glass of wine while 
wringing the mob by hand (Jones Family Co, n.d.). With the 
Miracle Mop she didn't even have to touch the wet head. The 
main identified problems were “mops of the day were not 
absorbent enough for large spills, they suffered from poor 
manufacturing and would often fall apart after a few uses, and 
they were difficult to wring out.”(Gauthier C.J, 2016). 

In 1992 She sold over 18.000 mops, the first time she 
presented the mop for a large audience on television 
(Gauthier, 2016). To this date she has sold millions and millions 
of the miracle mop (Goldsmith, 2018). 

The reason that we think that the Miracle mop is an example 
of market pull is mainly because the invention was based on 
an existing problem. It might even be one of the most pure 
examples as the user herself made the solution. It is assumed 
that the problems of regular mops accrued to more people als 
the mob is a commonly used household object (Holmes, n.d.) 
making the possible market for the Miracle mop very sizable. 
The relatively quick success that the Miracle mop had proves 
that the market in need of such a product was indeed there. A 
reason to be hesitant about the Miracle mop being an example 
of market pull, is that we are unable to find information about 
Joy Mangano doing market research. 
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