

[bookmark: _GoBack]



Organizational Culture and Structure of Red Bull
Name: Atanas Mihaylov
Student number 1814119
Institutional Affiliation:
Due Date: 16/08/2019



Introduction 
The function of a company on how it operates in the environment and how the environment affects the operations of the company is the organizational theory of the company. Therefore, the organizational theory can be focused on as a correlation to the law of cause and effect. In this essence, the organizational design that an entity uses indicates the means and reasons for choosing various means of operation, therefore providing assistance in the management of the structure and culture of the company to control the activities it needs in order to achieve its goals. The culture of a company, and how well or not it influences the success of the company, can be illustrated using the Edgar Schein (1988) model, which cites that culture exists on three levels: artifacts, values, and underlying assumptions. The artifacts are concerned with organizational attributes of the company that are observable. The espoused values is a level that is mostly measured using questionnaires to evaluate the espoused goals, norms, ideals, moral principles, and standards. The underlying assumptions are the phenomena that remain unexplained by the people when asked about a culture that they practice. 
The following diagram is a depiction of the Edgar Schein (1988) model:
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Espoused Values
Basic Underlying Assumptions

Figure 1: Edgar Schein (1988) model of organizational culture
Using this model, this document seeks to explore and evaluate the organizational culture and structure of Red Bull.
About Red Bull
Red Bull is a famous and widely recognized company, mostly because of its energy drink products but also due to its involvement in multiple sports. The soft drink, which has immensely propelled the company to fame and success in the market, was initially made for moments of increased mental and physical stress and was specifically devised to improve alertness, endurance, reaction speed, and concentration (Brasel & Gips, 2011). Therefore, the drink simply revitalizes the mind and the body. Multiple scientific studies have given the drink a clean bill of health and this has further increased the success of the company. Also, the drink is quite famously accepted by many top athletes and drivers, hard-working people, opinion leaders, and other classes of people with different lifestyles (Bartlett & Garde, 2013). 
The drink may be the most widely known aspect of Red Bull, but the company that manufactures it is referred to as Red Bull GmbH. The company has successfully, in its almost three decades of existence, manufactured and sold the world’s leading energy drink in more than 1000 countries worldwide. The company sells more than a billion cans of the drink annually, with the figures being more than 5 billion cans of Red Bull energy drink in 2018. This company holds an incredible 70 percent of the global energy drink market. It is also known as the company responsible for creating and establishing the category of drinks called functional beverages. With the company being the most dominant one in the fast growing energy drink and functional beverages segment as well as the soft drink market in many countries, the company has drawn a large number of imitators in recent years (Brasel & Gips, 2011). 
Red Bull has been successful enough that the co-owners Dietrich Mateschitz and the late Chaleo Yoodhya, among the richest men in Austria and Thailand in the last decade. This success has made the company a case study in successful guerrilla marketing in the United Kingdom and in the United States (Baltes & Leibing, 2008). The marketing strategy of the company has been successful in targeting and hipping up young people whose lifestyles are more active than the rest, even though the primary idea of producing the drink was to manufacture a popular tonic for the blue collar workers in Thailand (Brasel & Gips, 2011). The company started very small and its growth since the late 1980s has been remarkable, making it an ideal company for people seeking to understand how its organizational and corporate cultures are influential in the success of the company (Baltes & Leibing, 2008). 
Organizational Structure of Red Bull
The organizational structure of Red Bull is divisional and the business of the company is divided into two major faculties. The first of these faculties is the Red Bull soft drinks while all the other involvements of the company such as in sports like football and racing form the second faculty (Baltes & Leibing, 2008). The organizational structure that the company uses is one that groups together the employees who are responsible for a given type of product or service for the market according to work flow. The structure, as shown in the figure 2 below, the faculty of other businesses comprises of motor racing, MVNO, media, and fashion online retailing. On the other hand, the Soft Drink faculty includes the Red Bull energy drink itself and the other beverages including Carpe Cola and Red Bull Simply Cola (Brasel & Gips, 2011). 
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Figure 2: Operational Structure of Red Bull
The organizational structure that the company uses gives them a significant set of advantages which include the achievement of great focus upon a single product or service. In addition, the divisional structure that the company uses allows it to build a common culture and esprit de corps which contributes both to higher morale and to a better knowledge of the portfolio of each division. The CEO and founder of the company Dietrich Mateschitz always subjects the company’s organizational structure to various changes in a systematic fashion so as to reflect the changes in the external market environment (Baltes & Leibing, 2008).
The organizational structure that Red Bull uses is however not a typical divisional structure since it in a way integrates different elements of a hierarchical structure in various specific programs. For instance, as the following figure 3 below indicates, the company’s Red Bull Wings Program which involves distribution of free samples of the company’s products comprises of six layers of management from the program leader to the team leaders (Baltes & Leibing, 2008).
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Figure 3: The six layers of management of the Red Bull Wings Program
Red Bull’s structure of organization largely applies the theoretical aspects of Fatehi to achieve its goals in the international market. According to Kamal Fatehi, multinational corporations (MNCs) use five types of organizational structure at different stages of growth. When an MNC enters into a new foreign market, the most commonly used type of structure is the international division (Fatehi & Choi, 2019). Further division, however, is necessitated by an increase in the revenues from the foreign markets and if the corporate earnings increase and become a substantial part of the company’s business, this is taken as an indication that the company has gained sufficient experience internationally, thus making it necessary to seek more expansion there. The next type of organizational structure used in such a situation by a MNC is product division or geographical division (Fatehi & Choi, 2019). In this type of organizational structure, subsidiaries to the corporation handle almost all their business transactions independently on behalf of the MNC. This system is common for companies that either have limited product diversity, or for MNCs like Red Bull which have several products in the international market but only a few of their brands are dominant in the market (Fatehi & Choi, 2019). 
Red Bull has a product portfolio that is focused and limited to only five products which include Red Bull Energy Drink, Red Bull Sugar Free, Red Bull Zero Calories, Red Bull Editions, which include tropical, blue, and orange; and Red Bull Simply Cola. Due to its product differentiated organizational structure, these five brands operate with a lot of autonomy in the market and some of these are strong competitors among themselves (Brasel & Gips, 2011). The Red Bull Energy Drink is the company’s flagship brand, which is also responsible for the company’s famed popularity and sales worldwide. The company also applies geographical division in its corporate structure in its marketing and product distribution. The company limits its geographical presence in urban and semi-urban areas, but their products are essentially available in most cities in countries where they are present (Brasel & Gips, 2011).
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Organizational Culture
The one factor that has propelled Red Bull to the place where it currently stands today is the culture that its leadership has of seeking bigger challenges and not being limited to small achievements. The culture of being resilient and risk-taking has been in embedded in the company’s DNA since the very foundation where the founder and current CEO rejected people’s opinion that discouraged him from engaging in the soft drink business. In the culture of the company, the management are supposed to be comfortable enough to take risks and drive innovation (Baltes & Leibing, 2008). The company appreciates that while many organizations would want to be highly innovative in their markets and become leaders in many market defining trends, many CEOs and boards of managers do not possess the mettle that is necessary to take the risks that are associated with pushing the limits of innovation (Baltes & Leibing, 2008). For Red Bull, being innovative requires that the risks first be understood and mitigation be provided, or there be a conclusive finding that the risks will not outnumber the benefits the innovation would most likely accrue over time. Therefore, the CEOs require to understand the risk profiles of their organizations to be able to determine the threshold of risks that the company can take comfortably, and this is where Red Bull significantly stands out as the company has a very attractive risk profile owing to the nature of leadership it has had since its establishment in the late 1980s.
Red Bull has been one of the most successful companies in the world which have built a loyal customer base that is continuously growing. This ability to generate loyalty has propelled the company from a general brand to a genuine lifestyle icon in the world today. The company’s primary tool for this success is the use of emotional branding strategies which in return develop and uphold strong bonds between the company and the consumers. The company values its customers very much and therefore uses the market-orientation and customer design approach (Baltes & Leibing, 2008).
The company’s success can be analyzed using the market-orientation model by Gebhardt, Carpenter, and Sherry (2006). This model focuses on the operational culture of Red Bull on four phases: initiation, reconstitution, institutionalization, and maintenance. In the first phase, initiation, the initial urge for change and improvement in the company is recognized by a group of empowered stakeholders. These stakeholders include the company’s management and governance and the sole process is to guide the changes and fully accepting and embodying the new culture they wish to adopt.  In Red Bull, this is a very common practice as the CEO is known to institute changes according to the market forces on regular intervals. The CEO of the company has been a key element in the company as he recognizes threats facing the company’s business early and effectively, and he ensured that the freewheeling strategy was disseminated throughout the company. He is a huge part of the reason Red Bull is as successful as it is today.
The second phase of the market-orientation model is reconstitution, which consists of demarcation by incorporating transparent plane for the future of the organization. After the first phase, efforts in the management of the company are turned towards development of value and norms as well as establishing a reconnection with the market and hiring the employees and managers who subscribe rather than criticize the changes and then a collaborative strategy is established (Gebhardt, Carpenter, and Sherry, 2006). This phase is quite common in the management of Red Bull as it is a company that is continuously changing and constantly improving. The company employs people with high levels of professionalism as well as people with a passion and willing to raise their bar of excellence. This is the stage where the culture of the company is formulated and the processes that enhance a speedy responsiveness to the market are understood.
Phase three of the Gebhardt, Carpenter, and Sherry (2006) is referred to as institutionalization and in this phase, the company is expected to normalize the informal market-oriented manner into its official organizational culture and behavior so as to have the concepts implemented inside out (Gebhardt, Carpenter, and Sherry, 2006). The company’s tagline, “Red Bull gives you wings” is one that implies both an external image of a company that seeks to help its customers reach new levels of performance and also formalizes the core ethos of adventurous and thrill-seeking experiences within the company’s culture.
The last phase of the market-oriented model requires continuous market connections and upkeep for the concept strategy (Gebhardt, Carpenter, and Sherry, 2006). Red Bull continuously changes with the market, but it also constantly reminds the market of its unique culture. The company therefore finds a way to create new customer experiences while also retaining the positive aspects of their core culture that has ensured the company to have many loyal customers.
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