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The fountain

of money:

Coke or Pepsi?

Here’s a modem math problem:

You’re a high-school principal with a new Pepsi contract. You have two ways to take the money. Do you choose Option A, which pays out at $6 a student a year plus a 45 per cent commis​sion on sales? Or Option B, which pays $2 a head plus 60 per cent of sales?

This is a real-life example from the Hamilton-Wentworth School Board, which has just signed an exclusive five-year beverage deal with Pepsi. I can just see my old principal, Mrs. Murphy, spin​ning in her grave. In her day, she made sure that soft drinks on school property were confiscated on sight. She thought they rotted your teeth.

Even today, no one would argue that pop is exactly nutritious. But it’s hitting the spot with money-starved school boards all across North America. It turns out they’ve got the one product to sell that marketers want most: monopoly access to little consumers in the making. And mar​keters will pay dearly to get it.

The Hamilton-Wentworth Pepsi deal will yield more than $3.5-million over the next five years, or about $28,000 a year for your average high school. Each principal can choose Option A or B, whichever looks better. To sweeten the pot, Pepsi has also promised a $40,000 annual schol​arship fund and other money for various worthy school events.

Not everyone thinks things go better with Coke or Pepsi contracts. At McGill University, which has signed on with Coke, the issue is so contentious that stu​dents are holding a referendum on it this week. Students at Laval and the University of Toronto have scotched exclusive cola deals. They object to the corporatization of the university and the branding of ev​erything, and don’t think they should be offered up as booty to the rapacious capi​talist pirates of the private sector.

My heart, I confess, is with them. But they are on the wrong side of history.


It's hard not to take the money when everyone looks like a winner. Schools say they might as well profit for a service they were already offering anyway. Coke and Pepsi say they just want to be good corpo​rate citizens. “These contracts are about Pepsi always having been a youth-orien​ted company, and empathizing with [schools] that are seeing their natural funding sources dry up. and wanting to help,” says a Pepsi spokesman in the United States. Aw how sweet! And you’ve got to admit that $28000 does buy an awful lot of athletic equipment.

In fact, the schools are just the latest battleground in the vicious war between Coke and Pepsi for world market domina​tion. Here’s a Coke guy, speaking to the trade journal Beverage World: “The two main benefits to us are the opportunity to sell to teens and young adults, who are the I largest consumers of our brands. And it’s an opportunity to work toward building a bond between our brands and consumers at a point in their lives where they have a lot of years of consuming left to do.”

As you can see, cola marketers are Jesu​itical in their pursuit of converts. Give them a child till he’s 18 and he’s their cus​tomer for life, or so they hope. (Boys, by the way, drink more pop than girls, and teenagers drink twice as much pop as milk)


Coke and Pepsi have already locked up hundreds of school districts and universi​ties across North America. In Canada, the biggest plum is the recently amalgamated Toronto District School Board, which has no fewer than 297,797 students with brand loyalties yet to be moulded. Coke won the bidding for this motherlode last fall. During the Christmas break, it sent in work crews to expunge all Pepsi machines and replace them with Coke machines (which, for the record, also sell juice and water). The deal will reap almost $6-million for the school board over the next three years. “If there are millions available from the sale of these products, do you leave it with corporations, or leave it in the school system for the benefit of children?” asks Brian Lenglet, the board’s comptroller. The contract is written so that higher sales mean more commissions for the schools.


The few lonely voices of dissent have been mostly shouted down by fiscal prag​matists. As news of the cola windfall spreads, some schools are even hiring middlemen to bargain on their behalf —for a percentage, of course.

Where will it all lead? Well, in Colorado Springs, which signed a $10-million con​tract with Coke, all the schools received a memo from John Bushey, the official who oversees the contract. The memo told them to work harder to meet their sales goal. It suggested that teachers let stu​dents drink Coke in class and instructed principals to move the vending machines to “where they are accessible to students all day.” It went on: “Research shows that vendor purchases are closely linked to availability. Location, location, location is the key.”

It was signed: “The Coke Dude.”
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