
MARKETING PERFORMANCE ANALYSIS OF PEPSICO 

Student: Suibin YANG
Student’s Number:2227824
Marketing Management (BMMB 7012)


Executive Summary
The document provides a comprehensive market assessment of PepsiCo in the Chinese mainland drink industry, utilizing Porter's Five Forces framework to evaluate the company's marketing performance. The analysis reveals significant competition from potential competitors in the Chinese market. However, PepsiCo maintains its position through a solid brand image, an efficient delivery system, and innovative product offerings. The bargaining power of suppliers is moderately influential due to diverse purchasing methods. Consumers exert a substantial influence due to intense competition, and alternative options are also significant, prompting PepsiCo to respond to the growing trend of healthy lifestyles. Rivalry among competitors is fierce, necessitating constant innovation.
The study highlights emerging trends in the marketing industry, such as the increasing demand for healthier choices, environmental sustainability, and digital technology. These trends require PepsiCo to prioritize product innovation, green initiatives, and online advertising to ensure future success.
Recommendations include enhancing brand perception, expanding sales channels, and developing innovative products. Continuously assessing advertising efforts is crucial for PepsiCo to thrive in the rapidly evolving Chinese market.
Overall, the analysis emphasizes the importance of adapting to market trends, fostering innovation, and implementing effective marketing strategies to maintain PepsiCo's competitiveness in the Chinese drink industry. 
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Introduction
Report Introduction 
The objective of this report is to evaluate and analyze the marketing strategies implemented by PepsiCo in the Chinese market. The assessment will utilize Porter's Five Forces framework as the methodology. The report will present key findings from the assessment, including the threat of new competitors, the bargaining power of suppliers and buyers, the potential for substitute products, and the market competition level. These findings will be used to draw conclusions and assess their implications for PepsiCo's marketing initiatives in China. The report will also explore upcoming advancements in the marketing industry and provide recommendations to PepsiCo on navigating the evolving landscape effectively.
Organisational Background 
PepsiCo is a global company with products consumed over 1 billion times per day in over 200 countries and territories. In 2022, PepsiCo's net revenue is projected to reach $86 billion. The company's product portfolio comprises a wide range of enjoyable foods and beverages, including iconic brands that generate annual retail sales of over $1 billion each (Zhang, 2023).
PepsiCo has a strong presence in the Greater China Region and was one of the early American companies to establish operations in China. Since 1982, Chinese consumers have had access to PepsiCo products. The company has made significant investments in China over the past decade, totalling over $48 billion in RMB. These investments have created over 100,000 direct and indirect job opportunities (PepsiCo, 2020).
PepsiCo's continuous expansion and investment in China highlight its commitment to the Chinese market and its contribution to the local economy through job creation and economic growth.
Report Main Findings
The Concept and Importance of Marketing 
Marketing Strategy of PepsiCo
PepsiCo has adopted various marketing strategies to succeed in the international market. One key approach is tailoring advertisements to different locations based on cultural preferences. The company also focuses on selecting suitable brand ambassadors, such as Kendall Jenner for Pepsi and Nicki Minaj for Mountain Dew, to resonate with their target audience, especially the youth (Chen, 2021).
In the digital marketing era, PepsiCo has actively engaged in social media campaigns to attract customers. For example, the "Live for Now" campaign, promoted through platforms like Instagram, encourages customers to enjoy PepsiCo products and live in the moment (Fabbian, 2021).
In the Chinese market, PepsiCo utilizes social media platforms like Weibo and Douyin (TikTok) to promote its brands (Liu et al., 2023). Collaborations with popular Chinese influencers and celebrities, such as basketball player Yao Ming and actress Li Bingbing, have also been leveraged to enhance the company's social media presence (Minghui and Chelliah, 2022).
By adopting these marketing strategies, PepsiCo aims to effectively reach its target audience, build brand awareness, and promote its products in both global and Chinese markets.
Evaluation of marketing strategy performed by Pepsi Co 
PepsiCo has implemented various marketing strategies to achieve success in the Chinese market. These strategies involve tailoring marketing initiatives to align with cultural preferences in different locations. Using celebrity brand ambassadors has proven effective in cultivating a dedicated customer base. Furthermore, the company leverages Chinese social media platforms such as Weibo and Douyin (TikTok) to promote its products, enabling them to attract and engage younger consumers. These tactics have contributed to PepsiCo's ability to garner support among the youth demographic in China.
Current Marketing Issues Faced by PepsiCo 
PepsiCo has encountered several challenges in managing its business in the Chinese market, primarily due to the strained business relationship between China and the United States. The Chinese government has prioritized supporting domestic companies, leading to increased competition for PepsiCo. China Cola has emerged as a prominent competitor in the Chinese market (Casti, 2020).
Cultural values and preferences hold significant importance for Chinese consumers, and PepsiCo's advertising campaigns sometimes fail to align with these traditional beliefs, impacting their overall marketing performance (Zhao and Xun, 2022). Additionally, the growing health consciousness among the Chinese population has resulted in a preference for low-calorie and zero-sugar drinks, reducing the demand for PepsiCo's original products.
PepsiCo also faces regulatory challenges in complying with new food safety and labelling regulations implemented by the Chinese government (Morici, 2019). Furthermore, the company needs to adapt its social media strategies for the Chinese market, as popular global platforms like Instagram, Twitter, and Facebook are less widely used in China. Platforms such as Weibo and Douyin (TikTok) are more prevalent, requiring PepsiCo to develop different social media strategies tailored to the Chinese market (Chen, 2022).
These challenges necessitate PepsiCo's proactive efforts to overcome cultural, regulatory, and marketing obstacles in the Chinese market and ensure its continued success.
Macro and Micro Environmental Analysis 
Macro Environment Analysis 
PESTLE Analysis 
	PESTLE analysis is a widely used business analytical tool that assesses new market areas based on Political, Economic, Social, Technological, Legal, and Environmental factors. It provides a simplified framework for market analysis. However, a limitation of this model is its inability to conduct in-depth analysis, offering only a broad view of the market.
Attributes 	Description 	Impact 
Political (P)	China has a stable political environment, Political stability index of China was -0.48 in 2021 (GlobalEconomy, 2022)	The recent conflict between the US and China may have affected the business market of the country 	China offer low-cost raw materials supply 	High 
Economic (E)	Low labour cost in China 	As of 2022 GDP of China is approximately 17.9 trillion US dollars (Statista, 2023)	High 
Social (S) 	Higher educational growth 	Lower unemployment rate 	Changing lifestyle of the population 	Enriched cultural values 	Moderate 
Technological (T)	Technologically advanced nation 	Chinese government focus on investing more amount to support technological evolution 	Population feel interested in trying new technologies 	Moderate 
Logical (L) 	To reduce air pollution Chinese Government has made electric vehicles their primary mode of transport	The majority of the population concerned about their surrounding environment 	To maintain environmental sustainability the Chinese government has implemented several regulations on the organisations 	High 
Environmental (E) 	The Chinese government mainly focuses on empowering their businesses, thus, Chinese business regulations are not favourable for foreign companies	The country also restricts investment in foreign companies mainly American business organisations 	Low


Micro Environment Analysis 
Porter’s Five Analysis 
Porter's Five Forces analysis is a significant analytical tool for assessing the impact of the external market on a business. It enables companies to identify and analyze five competitive forces that affect their operations. This model is particularly effective in identifying industry trends rather than focusing on a specific company. The main forces examined in this analysis are industry competition, the potential for new entrants, supplier bargaining power, customer bargaining power, and the threat of substitute products (Minghui and Chelliah, 2022).
The threat of new entrants in the Chinese beverage market
The Chinese-speaking market has seen a trend of high new entrants due to low barriers and increasing consumer demand for healthier beverage options. Domestic companies like Longfool Spring, Uniplus Team, Nongfu Spring, and Uni-President have successfully capitalized on this trend by offering drinks aligned with Chinese consumers' health preferences (Argentieri, 2019). Despite emerging competitors, PepsiCo maintains its dominant position by leveraging its established brand reputation and customer loyalty developed through successful global operations. Furthermore, PepsiCo's extensive distribution network in China provides a competitive advantage, granting the company nationwide access to a wide range of customers. Potential new entrants face a challenge in matching PepsiCo's market presence and distribution reach.
Bargaining power of suppliers 
PepsiCo has a moderate level of bargaining power towards suppliers in the Chinese beverage market due to multiple suppliers offering various raw materials. Both local and international suppliers provide PepsiCo with ingredients such as sugar, corn, and other components (PepsiCo, 2020). The bargaining power of suppliers varies for PepsiCo in China, depending on the specific raw materials. Some key ingredients, like sugar and foam, are available from local and international suppliers (PepsiCo, 2020). However, in particular international markets, the presence of unique ingredients, such as dairy, rice and corn sugar, may increase the bargaining power of suppliers (PepsiCo, 2020).
To ensure a consistent and reliable supply chain, PepsiCo employs a diversified sourcing strategy by collaborating with multiple suppliers. This approach reduces the company's vulnerability to potential disruptions or price fluctuations from any single supplier. Additionally, PepsiCo implements stringent supplier management procedures to maintain quality standards, mitigate potential risks, and foster long-term partnerships (PepsiCo, 2020).
Bargaining power of buyers in China	
Buyers in China hold a high level of bargaining power due to competitive brands like Coca-Cola and the availability of alternative beverage options. Cost, flavour, and perceived value significantly influence consumer choices. To maintain competitiveness, PepsiCo recognizes the importance of continuously improving its products and services to meet the evolving needs of Chinese customers (Li and Yang, 2016). By enhancing taste, nutritional value, and packaging, PepsiCo strives to satisfy consumer preferences and maintain market share, mitigating the potential negative impact of strong buyer bargaining power. The level of competition and consumer awareness can vary across different markets, influencing the bargaining power of buyers. Markets with limited competition or strong brand loyalty may result in limited negotiation power for buyers. However, markets with intense competition and a wide range of beverage choices, like China, can lead to high buyer power. PepsiCo acknowledges these dynamics and tailors its marketing strategies accordingly to address varying degrees of buyer influence.

Threat of Substitutes in China 
The Chinese beverage market faces a significant risk of substitution as consumers increasingly opt for healthier alternatives such as nourishing drinks, traditional beverages, and tap water. A growing emphasis on health consciousness drives this shift in consumer preference. Herbal teas, fruit juices, and functional beverages are gaining popularity as perceived healthier options, offering a more wholesome choice (Li and Yang, 2016). This trend poses a challenge to the carbonated soft drink industry.
Furthermore, the threat of new entrants into the Chinese beverage market is relatively high due to low barriers to entry and the emerging trend of health consciousness. According to a report by Euromonitor International in 2018, this trend has stimulated the demand for healthier beverage options, leading to a surge in alternative products catering to evolving consumer tastes. To mitigate the risk of substitutes, PepsiCo should adapt its product range to address changing consumer preferences towards healthier options.
In response to the increasing demand for healthier choices, PepsiCo has introduced new beverages that contain less sugar, incorporate natural ingredients, and offer functional benefits. By aligning with the market's need for healthier options, PepsiCo aims to reduce the potential impact of substitutes and maintain its market position.
The intensity of competitive rivalry in China and internationally 
PepsiCo faces intense competition from multinational corporations such as Coca-Cola in both the global and Chinese markets. In addition, local beverage manufacturers also pose intense competition to PepsiCo. Coca-Cola stands out as a primary competitor among its rivals, particularly within the Chinese market. The ongoing rivalry between PepsiCo and Coca-Cola centres around capturing a larger share of the market and attracting a more significant number of customers. Local manufacturers further contribute to this competitive landscape by offering unique products and employing innovative marketing strategies (Statista, 2021).
To maintain a sustained competitive edge, PepsiCo must revamp its marketing approaches. By gaining a deep understanding of consumer preferences and tailoring its communication to engage with its target audience effectively, PepsiCo can achieve a competitive advantage. Furthermore, PepsiCo encounters competition from various international beverage corporations, each with distinct competencies and strategies. Consequently, PepsiCo must consistently adapt its marketing approaches to meet the diverse demands of various markets and remain competitive.
Evaluation of Competitive Positions of Pepsi Co in China 
Based on the analysis above, it is evident that PepsiCo faces significant competition within the market. Specifically, Coca-Cola emerged as a primary rival for PepsiCo, particularly in the Chinese market. Furthermore, local beverage manufacturers also pose as formidable competitors. Consequently, the competitive landscape for PepsiCo is characterized by high intensity, which can potentially have a negative impact on the company's overall business performance.
To ensure profitability in such a fiercely competitive market, PepsiCo must consistently adapt and modify its marketing approaches to meet the diverse requirements of various markets and maintain competitiveness. Additionally, the company could explore incorporating novel strategies to enhance product quality or even consider launching new products to regain its market position.
PepsiCo can position itself favourably within the market and sustain its profitability despite the prevailing competitive forces by actively responding to the challenges posed by competitors and proactively seeking innovative solutions. 
Market Segmentation 
	The market segmentation process assists businesses in identifying their target audience for effective business promotion. Organizations can use the STP model to identify their target customers based on geographic, demographic, psychographic, and behavioural segmentation criteria. This enables businesses to focus their marketing efforts on specific customer segments, improving marketing practices and enhancing customer engagement.
Segmentation 	Characteristics 
Geographic segmentation 	Chinese market 
Demographic segmentation 	Age: Young and middle age population group 	Gender: Both male and female 	Income: More than 100 Chinese yuan 	Profession: Student or workers 
Psychographic segmentation 	Health-conscious 	Like to enjoy life and celebrate every moment 	Busy lifestyle 	Passionate for food 
Behavioural segmentation 	Want to get health benefit 	Like to develop long-term brand loyalty 
Target 	The company needs to target the young-aged population who are concerned about their health for promoting health beverage item 
Positioning 	The company needs to promote their business by social media marketing strategies 	The company needs to positioned themselves as healthy beverage item offering affordable brand in the Chinese market  


Measuring of Success 
In order to measure the success of the marketing program arranged by PepsiCo to attain success in the Chinese market, the company needs to focus on adopting different measures that would help address marketing success. The different marketing performance measurement strategies are listed below. 
Tracking sales and marketing share: 
To effectively evaluate the success of a marketing campaign, the company needs to monitor and analyze sales data consistently. The success of marketing activities is primarily reflected in the growth of the company's sales value (Reardon et al., 2021). To facilitate this process, the organization can use data analysis tools, such as point-of-sale systems, to analyze sales data. This approach enables the company to monitor its performance and optimize its overall marketing campaign continuously.
Regular sales data monitoring also allows PepsiCo to identify areas that require improvement, enhancing the likelihood of a successful marketing campaign. By diligently examining the data, the company can gain insights into specific focus areas that necessitate further attention and refinement.
By adopting a systematic approach to monitoring and analyzing sales data, PepsiCo can effectively evaluate the performance of its marketing campaign, optimize its strategies, and increase the chances of achieving desired outcomes. 
Customer feedback: 
An additional valuable approach for assessing marketing campaigns' effectiveness is to gather customer feedback. After completing a marketing campaign, the company can employ online surveys to collect customers' feedback. This feedback mechanism allows customers to express their opinions and perceptions of the marketing campaign (Krizanova et al., 2019). By analyzing this data, the company can gain insights into customers' perspectives and gauge the marketing campaign's success. A predominantly positive response from customers would serve as an indication of a successful marketing campaign.
Return on Investment (ROI Analysis): 
RoI analysis is one of the most used measurement techniques for marketing success. This process mainly helps the company to analyse and calculate the financial return on PepsiCo's marketing campaign. If the company received a positive return over the initial marketing investment, it would indicate that the company has become able to achieve success in the market. 


Conclusions 
Thus, the discussion above reveals that Pepsi faces numerous challenges in managing its performance in the Chinese market. This study emphasizes that to achieve success, the company has implemented diverse online and offline marketing strategies. However, the company has struggled to sustain its market position due to a lack of government support, a complex regulatory system, and escalating trade tensions between the US and China.
Several key findings have emerged by applying Porter's Five Forces framework to assess PepsiCo's marketing dynamics in China:
The Chinese beverage market faces a relatively high threat of new entrants due to low entry barriers.
PepsiCo's diverse sourcing strategies have resulted in moderate bargaining power for suppliers in China, as the company can procure raw materials from multiple providers, reducing dependence on any single supplier.
The high bargaining power of buyers in China can be attributed to competitive brands like Coca-Cola. To address this, PepsiCo continuously improves its offerings.
The Chinese market poses a significant threat of substitutes, such as healthy drinks, traditional beverages, and tap water, which can potentially replace PepsiCo's products.
These findings emphasize the need for PepsiCo to navigate the challenges posed by the Chinese market by adapting its strategies and addressing issues related to supplier bargaining power, buyer preferences, and the availability of substitutes. PepsiCo can enhance its competitiveness and strive for success in the Chinese market by doing so.
Future Developments in the Field of Marketing	 
The beverage industry undergoes continual transformations driven by evolving consumer preferences, technological advancements, and societal shifts. To maintain a competitive edge, PepsiCo and other beverage companies must anticipate and adapt to emerging trends, ensuring continued market relevance. One notable trend is the increasing demand for healthier beverage options that align with shifting consumer preferences. Recently, consumers have shown a strong inclination towards beverages that offer nutritional benefits, incorporate natural ingredients, and contain reduced sugar. This trend stems from a growing awareness of the impact of diet on overall well-being and physical health. To leverage this trend, PepsiCo should allocate resources to research and development efforts to create novel and diverse offerings in the healthier beverage segment. Furthermore, the company should prioritize marketing and promotional activities to expand the reach of these products (Sun et al., 2020).
In addition, the widespread adoption of e-commerce platforms, mobile apps, and online marketplaces has significantly enhanced convenience and accessibility for consumers. PepsiCo must capitalize on the digitalization wave, reshaping the beverage industry by enhancing its online visibility. This entails leveraging e-commerce channels and optimizing its presence on digital platforms to remain competitive in the evolving market landscape.
Recommendations 
A. Reinforcing brand image 
Consistently delivering a cohesive message and engaging storytelling can significantly enhance a brand's value. In the context of China, PepsiCo can strengthen its brand identity by implementing a well-crafted brand story that resonates with customers' beliefs and aspirations. To effectively connect with Chinese consumers, leveraging popular social media platforms like WeChat, Weibo, and Douyin is crucial. Through these platforms, PepsiCo can generate compelling and shareable content that enhances brand recognition and fosters a sense of community among the target audience. Collaborating with influential personalities and Key Opinion Leaders (KOLs) in the beverage and lifestyle industry can also aid PepsiCo in expanding its customer base and enhancing brand credibility. Partnering with influencers who generate excitement around the brand and communicate positive experiences can serve as powerful endorsements for PepsiCo's products (Zhu et al., 2023).
B. Expanding distribution network	  
To expand its consumer base in China, PepsiCo should establish partnerships with local distributors and retailers. Collaborating with nearby distributors and retailers is recommended as a strategy to enhance PepsiCo's distribution channels in the Chinese market. By leveraging its extensive network and market expertise, PepsiCo has the potential to tap into new customer segments. This approach involves forming alliances with established local entities, capitalizing on their existing customer base and accessing previously untapped markets.
Local distributors and retailers deeply understand local preferences, consumer behaviour, and distribution channels. PepsiCo can leverage this understanding to improve its market penetration and target specific consumer groups. Collaborative efforts may include joint promotional campaigns, customized product selections, and mutually beneficial agreements that enhance brand recognition and market accessibility. It is essential to ensure that all parties involved clearly understand their respective roles and responsibilities to prevent confusion or disputes.
As the Chinese market continues to evolve, PepsiCo can experience growth by targeting emerging markets within China (Jallow, 2021). By identifying and capitalizing on these opportunities, PepsiCo can further expand its consumer base and strengthen its market position. This strategic focus on partnering with local distributors and retailers aligns with PepsiCo's goal of leveraging local market knowledge and resources to drive growth and effectively cater to the diverse preferences and demands of Chinese consumers. Through collaborative efforts, PepsiCo can enhance its distribution channels, increase brand visibility, and seize new opportunities in an ever-changing Chinese market landscape.
C. Innovating product line 
To ensure its success in the Chinese market, it is recommended that PepsiCo undertake extensive market research to gain a profound understanding of Chinese consumers' preferences, requirements, and evolving trends. By comprehending consumer behaviour, attitudes, and consumption patterns, PepsiCo can identify emerging opportunities and anticipate market demands. Conducting surveys, focus groups, and data analysis can provide significant insights into taste preferences, packaging preferences, health and wellness patterns, and cultural influences (Sharif et al., 2023).
By utilizing this data, PepsiCo can make informed decisions regarding product innovation and promotional strategies. The findings from the research will serve as a foundation for devising tactics to innovate and develop products that resonate with Chinese consumers. In addition, PepsiCo can leverage its global knowledge and resources to adapt existing offerings or create new ones that cater to the distinct tastes of Chinese consumers. Achieving product acceptance and success relies on balancing innovation and cultural sensitivity (Suchek et al., 2021).
To effectively innovate its product line, PepsiCo should consider factors such as packaging design, product positioning, and marketing campaigns that appeal to the target audience. By aligning these elements with Chinese consumers' preferences and cultural nuances, PepsiCo can enhance its product acceptance and effectively differentiate itself in the market. 
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