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[bookmark: _Toc120127013]Introduction
The aim of this paper is to conduct a comprehensive marketing analysis of PepsiCo by determining the key drivers that impact the marketing activities of the company and how are they affecting marketing management to evolve in order to achieve a sustainable competitive advantage. 
PepsiCo is a multinational food, snack, and beverage corporation, but for the purposes of this paper we are going to analyze only the beverage division of the company.
[bookmark: _Toc120127014]Environmental marketing analysis of Pepsi Co
The beverage industry is one of the most diverse, competitive, and fast changing industries in the world, driven by the constant change in consumer trends along with technology improvement. The increased internet connectivity and awareness of today`s customers are forcing successful companies towards innovation, quality research and development, to stay aligned with the customers’ needs and wants.
	Besides successful market targeting and segmentation, establishing environmental scanning has an important role in decision-making process in terms of the impact of the environment in which the company operates to its performance. This analysis helps the company to align its marketing strategies with the environment, having the customer in mind, to ensure that this process will provide an improvement in business performance. In this case, we are going to use PESTEL as the most used tool for environmental analysis (external) and SWOT Analysis to identify company`s internal strengths and weaknesses. 
[bookmark: _Toc120127015]External Environmental Marketing Factors 
[bookmark: _Toc120127016]Political Factors
Political factors on a national or international level can significantly impact company`s operations. Operating in more than 200 countries around the world means that PepsiCo must comply with various government policies and political views, current political situation and stability of the countries or trade relations. As an American company, PepsiCo is extremely reliant on US international political and trade relations. PepsiCo suffered decreased sales and profits during US-China trade conflict, and fully halted operations in Russia in response to Russia`s invasion of Ukraine (Ray, 2022).
Since the company has no influence and control over political factors, it must adapt its marketing strategy towards the current situation to minimize costs and losses. Country`s political views can force the company to alter its products, ads, or even the overall brand perception. While we have a perception of internet as a global space, some of the search platforms and social media are banned in some countries due to different political views (Facebook and Twitter are banned in China, North Korea, and Iran) (Barry, 2022). To target its audience in these areas the company had to consider local advertising options such as Sina Weibo in China, and Facenama in Iran.    
[bookmark: _Toc120127017]Economic Factors
The economic factors (inflation, interest rate, exchange rate, recession, taxes, and income level) are very powerful factors impacting company`s revenue, which is why the company needs to restructure its marketing strategy, revise the budget and maintain the sales according market circumstances. 
 Increased public awareness of healthy lifestyle and health organizations` activities are forcing governments to change health regulations to reduce consumption of sweetened beverages introducing soda taxes in some of the states in the USA, and sugar taxes in UK and many other countries. New regulations resulted in increased prices of products due to increased costs of soda taxes in the US. In the UK, PepsiCo responded with widespread reformulation of sugar levels in their products, with increased prices only for drinks with more than 8g sugar/100 ml which led to an average price increase of 0.075£ per liter  (Scarborough et al., 2020). At the end, reduction of sugar amounts didn`t affect overall sales (Stacey et al., 2021). PepsiCo took an advantage of the current situation and increased brand equity, by advertising their products as healthier (labeling sugar amounts) and promoting itself as a company that cares about its customers` health issues.
Considering differences in the income level of its customers around the world, PepsiCo is using a market-based pricing strategy to meet competitors` and consumers’ demand, increase sales and achieve competitive advantage. Pepsi provides its products at justified and competitive prices according to the condition of the market (the differences in country’s currency and income level) (Mridula, 2022).
[bookmark: _Toc120127018]Social Factors
Understanding and appreciating different societies, cultures, and beliefs means more opportunities and new markets for companies willing to adapt their marketing strategy.
Considering cultural differences, company`s websites use images of groups of people in more collectivistic cultures (China, South Korea, Thailand), or images of products only or an individual in high-individualistic cultures putting emphasis on personality. For masculine cultures, the company tends to use men, and in feminine cultures more women or both men and women (Chirkova, 2011).
	Targeting the young population from 15 to 44 years of age, PepsiCo is trying to keep pace with their evolving beliefs and trends, by creating campaigns that resonate with contemporary ideas of adolescents and young people. In this manner, by engaging local celebrities as symbol of a unique culture, the brand does not only improve the sales, but it also conveys a message that helps targeted audience to incorporate in brand culture. In 2020 the company engaged the Indian actor Salman Khan to encourage and support youth for the choices they make in life, based on a previous market research that Indian youth deals with many anxiety points that shake its self-confidence (McEleny, 2020).
	PepsiCo shows appreciation of cultural diversity by adapting its marketing activities to national beliefs and cultural traditions such as creating special offerings during national holidays or leveraging design to celebrate cultures and traditions. Pepsi`s Culture Can Series activated in more than 10 countries with 32 unique designs as an opportunity to share cultural identity with the global community, was designed as global platform with emphasis on things that bring people together, such as architecture, symbols, music, and food (PCDI Team, 2022).
Though the main target audience is young generation, in some countries like Sweden where the elderly population is increasing, PepsiCo rethinks its marketing strategy to target the market with suitable products and marketing campaign relevant to the age group.
	To address increased health awareness in its consumers base, PepsiCo is diversifying its product portfolio by reformulating traditional drinks by reducing sugar amounts (Diet Pepsi, Pepsi Zero Sugar), creating and promoting products that meet healthier lifestyle, like teas and plant-based drinks (Lipton), sports drinks (Gatorade) and bottled water (Aquafina) (Tzanetos, 2021). PepsiCo is promoting itself as a health-conscious company that launched The Advance Personalization Ideation (API) Center to develop personalized nutrition solutions (PepsiCo Team, 2022b) and through its Health and Nutrition Sciences Team is striving to advance nutrition and PepsiCo sustainability agenda, based on latest science nutrition research (PepsiCo Team, 2022a).
PepsiCo acquired Soda Stream (kitchen tabletop device that turns regular water in carbonated beverage) attempting to target health and environmentally conscious consumers, because this system not only provides healthy carbonated drinks, but it also reduces plastic waste (Hirsch, 2018).
[bookmark: _Toc120127019]Technological Factors
When it comes to technological factors, it`s about how to easily target the audience using technology (mobile phones, tablets, PCs, or wearable devices, like smart watches or smart glasses). Depending on access to the internet (differing between countries or levels of income) or internet usage habits (differing between customer ages), PepsiCo marketing strategy is significantly relying on digital marketing. Digital media have totally transformed marketing strategies by providing dynamical real-time interaction with customers. Although still using traditional TV Ads and billboard advertising, or SMS marketing in areas with no or limited internet access, PepsiCo is aware of the opportunities provided by digital media towards greater speed, wider consumer reach, and lower costs. Whether it is mobile marketing, e-mail marketing, online shopping, banner advertising, or social media, PepsiCo is using digital marketing to increase brand visibility and awareness. Since blogs, instant messaging, online reviews and recommendations have replaced word-of-mouth, it is more than clear why this is most efficient marketing technique (Sundaram, Sharma and Shakya, 2020). 
In addition, the global pandemic forced the company to rethink its marketing strategy since on-ground activities (live events and promotions) were temporarily limited. That is why PepsiCo shifted to a full digital approach to reach its target audience, such as using Augmented Reality to provide live concerts for their customers within their home by scanning a code on the bottle of their favorite drink (McEleny, 2021).
Through PepsiCo Labs the company partnerships startups worldwide to support them, but also to provide itself an access to useful technological innovations. The partnership with Creative X (AI Startup) created algorithms for monitoring online promotion activities whether they meet PepsiCo standards or not. To increase market share and reach new audience the company is running online gaming platforms with startups (Mixon, 2021).
[bookmark: _Toc120127020]Environmental Factors
Nowadays people are becoming increasingly conscious about environmental issues. One of the ways to protect the environment is to support sustainable companies and send message to the polluters that they need to do something to change their way of doing business towards the environment. To address this issue and retain its customers` loyalty, the company is shifting towards sustainable water and waste management and reducing its carbon footprint overall, while at the same time promoting its efforts to raise the awareness of company`s environment responsibility and make itself more appealing to eco-friendly customers.
The company launched The Sustainable from the Start Program to estimate the environmental impact of the new products from the early development phase. They are working on improvement to reach the goal of 100% Recyclable, Compostable, Biodegradable, or Reusable packaging by 2025  (PepsiCo Team, 2022c). By participating in multiple partnerships, the company is actively supporting global activities on climate change, and through R&D solutions is progressing towards its goal of net-zero emissions by 2040 (a decade earlier than called for in Paris Agreement). 
Using transparent environmental labeling, the company engages customers in this process by encouraging them to make better choices for the planet. How2Recycle.info provides clear and concise information for the customer how to recycle each component of the package  (PepsiCo Team, 2020). The Dream Machine Campaign was introduced to motivate customers to recycle in one of the recycling kiosks provided by PepsiCo. For each recycled bottle or can, by scanning the bar code, the customers were rewarded with collectible points that could be redeemed online (RT Team, 2010).   
[bookmark: _Toc120127021]Legal factors
Every company needs to be very considerate about legal issues because a legal oversight can significantly affect brand`s perception and decrease target demographic and sales. The variety of operating countries` laws and regulations makes it even more difficult for PepsiCo. Company`s activities must comply with government`s regulations and policies towards food preparation standards (HACCP, Halal, Kosher), labour (workplace safety, work hours, wages, discrimination), environment (production process, distribution), data protection (market research, risk analysis), or promotional content. The company needs to avoid lawsuits to protect brand`s equity and retain market share and build resilience in case of legal oversight to minimize the consequences. In that manner, the current bottom line of the company is sacrificed on behalf of the company’s social profile and reputation or future growth and gains. 

[bookmark: _Toc120127022]Internal Environmental Marketing Factors

To understand the microenvironment of the company we are going to observe its strengths and weaknesses as internal factors impacting the company’s performance.

[bookmark: _Toc120127023]Strengths

High brand equity 
After its biggest rival The Coca Cola Company, PepsiCo has one of the most popular brands in the world, which embraces its target audience into a unique brand culture sharing the same beliefs, views, and values. Identifying with the brand means not only retaining the existing consumers base but expanding the market share towards a previously untapped audience. Brand recognition can be very useful when introducing new products under the brand`s name as a certain guarantee of product quality, which means decreased advertising costs, but at the same time a huge responsibility to meet its customers` expectations in terms of product quality and value proposition. 
Diversified product portfolio
A variety of products offered in different categories from carbonated soft drinks (sweetened or diet), through sports drinks, plant-based and teas, to bottled water, is strengthening the company’s market position at the moment. Enhanced with its food division`s products, especially the healthier options, provides the company with a competitive advantage over its rivals. But considering the dynamic and unpredictable market and tendency towards healthier lifestyle, the company shouldn`t take this strength for granted. Conversely, it must continue to create and design innovative and enhanced healthier drinks and beverages that will become a dominant part of the brand`s product portfolio.
Sponsorships and celebrity endorsements  
Sponsorships and celebrity endorsements remain one of the most lucrative marketing tools to promote products, reach a massive audience and strengthen market positioning. The exclusive rights of Superbowl half-time show, sponsorship of NBA and many others increase brand awareness and visibility.
Embracing technology and social media
PepsiCo utilizes technology and social media as a powerful marketing tool in building brand`s equity promoting itself as a leader in establishing innovative and creative marketing strategy.
  
[bookmark: _Toc120127024]Weaknesses 

Competitors` rivalry
PepsiCo has a lot of competitors, but in many cases The Coca Cola Company is its only serious competition that serves as an alternative to its target demographic offering similar products. Building its brand image PepsiCo continues its efforts to stand out among competitors by diversified quality product portfolio that satisfies customer’s` needs and corporate social responsibility toward people`s health and environment. Maintaining customers` loyalty is very challenging, and competitors` rivalry can be beneficial accelerating company`s creativity and innovation trying to satisfy customers` needs and wants better than competitors do.
Increased health awareness 
Considering the majority of PepsiCo`s products are carbonated sweetened soft drinks, the fast-growing health-conscious community is weakening company`s market position, but at the same time can be seen as catalyst for company`s reaction towards changing marketing strategy earlier and faster than competitors. Addressing customers` health issues and satisfying their needs for healthier lifestyle by offering new innovative and enhanced beverages can provide competitive advantage for the company. 
[bookmark: _Toc120127025]Recommendations

Based on PESTEL Analysis we have realized that in future the company should put more efforts into reducing sugar amounts and designing new healthier drink options, increasing sustainability, and avoiding legal issues, which overall will increase the reputation and brand loyalty affecting the bottom line of the company.
Understanding the impact of the microenvironment, the management of the company should increase its attention toward competitors, maintain and improve the quality and diversity of product portfolio to retain and increase target demographic that tends to move toward market alternatives.
The overall impact of these external and internal environmental factors is incorporated in the company’s mission and vision, implemented through the approach of Performance with Purpose, which is about setting a goal of delivering superior sustained value by: maximizing financial returns (financial sustainability), providing diversified product portfolio from treats to healthier options (human sustainability), creating innovative ways to minimize environmental impact by conserving natural resource and reducing carbon footprint and plastic waste (environmental sustainability), and empowering people and supporting local communities in operating countries (talent sustainability) (Nooyi I.K. and Govindarajan V., 2020). 
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