The Coca-Cola Business Model

Idea In Short

Coca-Cola makes most of its money selling concentrate and syrup to independent bottling
partners rather than manufacturing and distributing every can and bottle itself, an asset-light
structure that has defined the company since the early 20th century. John Pemberton, an
Atlanta pharmacist, invented the drink in 1886, and Asa Candler bought the formula and built
it into a national brand before licensing it to bottlers across the country. That franchise
bottling system still underpins the company today, letting Coca-Cola focus on brand
marketing, concentrate production and sponsorship deals while bottling partners handle the
capital-intensive work of production and local distribution. Warren Buffett's Berkshire
Hathaway has held a stake in the company since 1988 and remains its largest single
shareholder. This article traces Coca-Cola's founding, its bottling franchise model, how it
earns revenue, its sponsorship strategy and its full business model canvas.

A Pharmacist's Tonic Becomes a National Brand

John Pemberton, an Atlanta pharmacist, invented Coca-Cola syrup on May 8, 1886, mixing it
with carbonated water and selling it as a soda fountain drink through local pharmacies.
Pemberton's bookkeeper, Frank Robinson, named the drink and hand-lettered the script
logo that Coca-Cola still uses today, a design choice that predates the company itself by
several years.1

Pemberton sold portions of his business to partners before his death in 1888, and by 1891
fellow Atlanta pharmacist Asa Candler had acquired full ownership for $2,300, incorporating
the Coca-Cola Company in 1892. Candler expanded manufacturing into new states and
introduced coupons and branded merchandise, tactics that took Coca-Cola from a regional
fountain drink to a product sold nationwide by 1895.

The Franchise Bottling System That Powers Global Reach
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Coca-Cola sells concentrate and syrup to independent bottling partners rather than
manufacturing and distributing finished beverages itself in most markets, a structure that
dates to the earliest bottling franchise agreements in the late 1800s. Bottlers sign contracts
granting them exclusive rights to produce, package and sell Coca-Cola products within a
defined territory, and they fund the capital-intensive parts of the business, plants, delivery
trucks, refrigeration equipment, that the parent company does not carry on its own balance
sheet.2

This arrangement lets Coca-Cola operate with a lighter asset base than its production
volume might suggest, concentrating company resources on brand marketing, formula
development and relationships with more than 225 bottling partners operating hundreds of
facilities worldwide. The system also localizes production, letting bottlers adjust packaging
and distribution to regional preferences while the parent company maintains consistent
branding and formula standards globally.

How Coca-Cola Makes Money

Coca-Cola's largest revenue source is the sale of concentrate and finished beverages,
spanning its flagship cola alongside Diet Coke, Sprite, Fanta and dozens of other brands
sold through supermarkets, restaurants, vending machines and convenience stores in more
than 200 countries. Licensing and franchise fees paid by bottling partners for the right to
produce and distribute Coca-Cola products under exclusive territorial agreements add a
second layer of revenue that requires comparatively little additional capital from the parent
company.

Coca-Cola's stated mission is "to refresh the world, inspire moments of optimism
and happiness, create value and make a difference."

Investment income from Coca-Cola's stakes in other beverage and food companies,
including Monster Beverage, contributes further revenue and gives the company exposure
to categories like energy drinks without operating those brands directly. Coca-Cola reported
full-year 2025 net revenues of $47.9 billion, up 2% from the prior year, with organic
revenue growth of 5% once currency effects were excluded.3
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Sponsorship as a Growth Engine

Coca-Cola has sponsored the Olympic Games since 1928 and the FIFA World Cup since
1974, partnerships that put its brand in front of global television audiences far larger than
traditional advertising could reach on its own. These sponsorships extend beyond
straightforward advertising, often including on-site product exclusivity at venues and co-
branded promotional campaigns that run for months around each event.4

Beyond global sporting events, Coca-Cola sponsors music festivals, concerts and local
community organizations, building brand association with celebration and shared
experience that the company has leaned on since Candler's earliest marketing campaigns.
Marketing built around sponsorships remains one of Coca-Cola's largest expense
categories, reflecting how central brand visibility is to a company whose core product,
sugared water, offers limited functional differentiation from competitors.

Warren Buffett's Long-Held Stake

Berkshire Hathaway first invested in Coca-Cola in 1988 and has held the stock ever since,
making it one of Warren Buffett's longest-running and most frequently cited investments.
Berkshire's stake, roughly 400 million shares valued at more than $27 billion, represents
about 9% of Coca-Cola's outstanding shares and generates several hundred million dollars
in annual dividend income for the conglomerate.5

Coca-Cola's other major shareholders include Vanguard and BlackRock, reflecting the broad
index-fund ownership typical of large, dividend-paying blue-chip companies. The company
has paid and increased its dividend for more than six decades, a record that has made it a
staple holding for income-focused investors alongside Buffett's long-term position.

Facing Health and Sustainability Pressure

Coca-Cola's core sugary soda business has faced sustained criticism over links to obesity
and diabetes, pressure that has pushed the company to expand into water, juice, coffee and
reduced-sugar beverages rather than relying solely on its original formula. Diet Coke and
Coke Zero, both developed partly in response to shifting health preferences, now represent
a meaningful share of the company's cola sales.6
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Environmental groups have also criticized Coca-Cola over plastic packaging waste, given
the company's position as one of the world's largest producers of single-use plastic bottles
by volume. Coca-Cola has responded with recycling initiatives and packaging redesigns,
though critics argue those efforts have not kept pace with the scale of the criticism.

Competing in a Crowded Global Beverage Market

Coca-Cola competes most directly with PepsiCo, whose portfolio spans sodas, snacks and
sports drinks, and Nestle, which sells bottled water, coffee and other beverages across
many of the same markets. Red Bull dominates energy drinks, a category where Coca-Cola
relies partly on its investment in Monster Beverage rather than a wholly owned competing
brand, while Danone competes in bottled water and dairy-adjacent beverages.

The rise of health and wellness trends has intensified competition from smaller, natural and
organic beverage brands that position themselves explicitly against legacy soda companies.
Coca-Cola's response has been acquisition and portfolio diversification rather than retreat,
buying or investing in brands across adjacent categories to keep pace with where consumer
spending is shifting.

Key Partners

Coca-Cola's key partners include its network of independent bottling companies, which
produce and distribute finished beverages under exclusive territorial licenses and represent
the backbone of the company's global reach. Retail and food service partners, including
supermarkets, restaurants and convenience store chains, provide the shelf space and point-
of-sale presence through which consumers actually buy Coca-Cola products. Investors and
companies in which Coca-Cola holds equity stakes, along with sponsorship partners like the
International Olympic Committee and FIFA, round out a partner base built around
distribution, capital and brand visibility.

Key Activities
Developing and refining beverage formulas and syrups sits at the core of Coca-Cola's
activities, alongside licensing that intellectual property to bottling partners worldwide.

Marketing and advertising, including the sponsorship deals that anchor much of Coca-
Cola's brand visibility, represent a continuous and substantial activity given the limited
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functional differentiation between cola brands. Managing relationships with hundreds of
bottling partners, along with evaluating and managing investments in other beverage
companies, rounds out the company's core operational focus.

Key Resources

Coca-Cola's brand, built over more than a century of consistent marketing and product
presentation, functions as its most valuable resource and the primary reason bottlers and
retailers pay to carry its products. Its portfolio of trademarks, formulas and patents provides
legal protection for the intellectual property that bottling partners license. The global bottling
network itself, though independently owned, functions as a resource Coca-Cola depends on
for production capacity and distribution reach it does not have to fund directly.

Value Propositions

For consumers, Coca-Cola offers recognizable, widely available beverages associated with
refreshment and shared social moments, a positioning the company has reinforced through
sponsorship and advertising for decades. For bottling partners, Coca-Cola provides a
globally trusted brand, proven formulas and marketing support that can drive sales volume
few independent beverage companies could generate on their own. For retail and food
service partners, stocking Coca-Cola products offers a reliable draw for foot traffic and
consistent consumer demand.

Customer Relationships

Coca-Cola maintains consumer relationships primarily through marketing and sponsorship
rather than direct service interactions, given that most purchases happen through retail
intermediaries rather than direct company contact. Social media engagement and targeted
digital campaigns have become larger parts of that relationship in recent vyears,
supplementing television and print advertising. Community engagement, including local
sponsorships and partnerships with regional organizations, supports brand loyalty at a more
local level than global sporting event sponsorships can reach.

Channels

Supermarkets and convenience stores serve as Coca-Cola's largest sales channel by
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volume, followed by restaurants and food service locations that serve fountain drinks under
long-term supply agreements. Vending machines and online retailers provide additional
points of purchase, while licensed merchandise and branded stores extend the Coca-Cola
brand beyond beverages into apparel and collectibles. Sponsorships and traditional
advertising function as awareness channels that indirectly drive purchases across all of
these direct sales points.

Customer Segments

Individual consumers across virtually every age group and geography make up Coca-Cola's
largest customer segment, purchasing products for personal consumption in a wide range
of settings. Retail and food service partners represent a distinct business-to-business
segment, purchasing Coca-Cola products for resale and often maintaining exclusive
agreements that keep competing brands off their shelves or menus. Bottling partners, while
technically licensees rather than end customers, function as a critical intermediate segment
that purchases concentrate directly from the parent company.

Cost Structure

Raw materials, including sweeteners, packaging and flavoring ingredients, represent a
significant cost for Coca-Cola despite its franchise bottling structure shifting much of the
capital-intensive production cost onto bottling partners. Marketing and advertising
expenses, including sponsorship fees for events like the Olympics and World Cup, make up
another substantial category given how central brand visibility is to the company's
competitive position. Staff costs, taxes and the logistics of managing a global concentrate
supply chain round out the company's primary cost centers.

Revenue Streams

Sales of beverages and concentrate to consumers and bottling partners generate the largest
share of Coca-Cola's revenue, spanning its core cola brands and its broader portfolio of
water, juice, coffee and energy products. Licensing and franchise fees paid by bottling
partners for territorial rights to produce and distribute Coca-Cola products add a further
stream tied closely to the concentrate business. Investment income from stakes in other
beverage and food companies contributes a smaller but consistent additional revenue

source.
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Summary

Coca-Cola's endurance rests less on any single product than on a structure that separates
the company from the physical work of making and moving beverages. By selling
concentrate to bottling partners who fund plants, trucks and local distribution, Coca-Cola
keeps its own balance sheet lighter than a company selling roughly 2 billion servings a day
might suggest. That structure has let the company expand its brand portfolio well beyond
the original cola, into water, juice, coffee and energy drinks, without matching that
expansion with proportional capital spending. Health-conscious consumer trends and
sustainability criticism have pressured the core sugary soda business for years, pushing
Coca-Cola toward diversification and smaller portion sizes rather than abandoning its
flagship product. Competition from PepsiCo, Nestle and a growing field of health-focused
beverage brands means Coca-Cola's next decades will likely depend more on portfolio
breadth than on the original formula that started the company in 1886.
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