Global Business Challenges Assessment 

Report On Business Environment Affecting PepsiCo

The purpose of this report is to assess and report on the current global business environment, the factors that may affect the business and impact on the profitability of the organisation, and recommendations for future strategies to ensure PepsiCo remains competitive within the food and beverage sector. 

Company Overview 
We were incorporated in Delaware in 1919 and reincorporated in North Carolina in 1986. We are a leading global beverage and convenient food company with a complementary portfolio of brands, including Lay’s, Doritos, Cheetos, Gatorade, Pepsi-Cola, Mountain Dew, Quaker and SodaStream. Through our operations, authorized bottlers, contract manufacturers and other third parties, we make, market, distribute and sell a wide variety of beverages and convenient foods, serving customers and consumers in more than 200 countries and territories. Our Operations We are organized into seven reportable segments (also referred to as divisions), as follows: 1) Frito-Lay North America (FLNA), which includes our branded convenient food businesses in the United States and Canada; 2) Quaker Foods North America (QFNA), which includes our branded convenient food businesses, such as cereal, rice, pasta and other branded food, in the United States and Canada; 3) PepsiCo Beverages North America (PBNA), which includes our beverage businesses in the United States and Canada; 4) Latin America (LatAm), which includes all of our beverage and convenient food businesses in Latin America; 5) Europe, which includes all of our beverage and convenient food businesses in Europe; 6) Africa, Middle East and South Asia (AMESA), which includes all of our beverage and convenient food businesses in Africa, the Middle East and South Asia; and 7) Asia Pacific, Australia and New Zealand and China Region (APAC), which includes all of our beverage and convenient food businesses in Asia Pacific, Australia and New Zealand, and China region (PepsiCo 2022 10k Filing) 
Currently, PepsiCo is placed as the third most valuable soft drinks brand worldwide, behind Coca-Cola and Nongfu Spring with a brand value of $18,826m (Riddler 2023) and generating revenue of more than $86bn in 2022. This stems from the diverse range of food and beverages manufactured, reflecting the differing tastes of global consumers. We can only maintain and improve upon our standing in the global marketplace if we are mindful of and take appropriate action in light of the global business environment. 



Global Business Environment 
Firstly, we will look at factors that affect the broader macro environment, and then drill down into forces affecting the industry sector. From this analysis we can then focus on the opportunities and threats faced by the organisation.

PESTLE  Analysis – Looking at the broad macro environment 

PESTLE Analysis involves reviewing the Political, Economic, Social, Technological, Legal and Environmental factors that may affect an organisation. I will now look at each of these in turn.
 
Political Factors – As a general rule the political landscape amongst developed nations is relatively stable. This presents an opportunity (O1) for continued expansion across these territories. Conversely, legislation such as The Soft Drinks Industry Levy Regulations 2018 and The Food (Promotion and Placement) (England) Regulations 2021 could pose a threat (T1) as they will affect the way PepsiCo products are developed and marketed, which could affect revenue. (Meyer 2023)

Economic Factors -  Sales of PepsiCo products are heavily influenced by global economic conditions. The global economy has reduced, and the UK is currently undergoing a ‘cost of living’ crisis however research indicates that in recent times, such as the financial crisis of 2008-9, whilst consumers are looking to reduce spending on ‘big ticket’ items, the soft drinks industry has remained relatively stable. The global COVID-19 pandemic also affected performance within the industry, with Coca-Cola reporting a 5% drop in sales due to enforced closures of bars and restaurants (Rocco 2021) 
General global economic factors such as exchange rates and inflation could present a threat (T2) as a strong US dollar may affect profit when revenue from overseas operations are converted, and inflation could increase the cost of manufacturing PepsiCo products (The Strategy Story) The slowdown in the Chinese economy could also present a threat (T3) as this represents a downturn in one of the largest global economies (Meyer 2023)

Social Factors -  Health and wellbeing are significant factors in consumption of PepsiCo products. Consumers are now more than ever aware of the effects of the link between high sugar and high fat products and health problems such as diabetes and obesity. This presents the organisation with both a threat (T4) and an opportunity (O2) as increased awareness may result in falling sales, however this presents an opportunity to diversify into production of healthier snacks and drinks (Meyer 2023)
A further opportunity (O3) is to focus on products that are designed to be eaten ‘on the go’ as research suggests that consumers are moving towards these products that are ready to eat as part of their increasingly busy daily routine, rather than products that are designed to be cooked or require more input. (The Strategy Story) 
Ethical and social considerations also factor highly when considering PepsiCo’s products and manufacturing processes. This again creates both a threat (T5) and an opportunity (O4) as if the business is not alive to consumer worries regarding ethical and sustainable products, or does not produce products that align with these considerations then consumers may switch to other alternative products, however marketing and promotion of the ethical and sustainable ways in which PepsiCo operate may increase sales and bring more consumers towards PepsiCo products (The Strategy Story) 

Technological Factors -  Technological advances present many opportunities for increased productivity, such as (O5) advances in automation within the manufacturing process which can speed the rate of manufacturing of PepsiCo products which in turn can lead to increased sales, and better and more accurate data analytics can present an opportunity (O6) to better understand and market PepsiCo products to relevant consumers. In line with consumers trending towards sustainable products and manufacturing, advances in technology to help the manufacturing process become more sustainable creates an opportunity (O7) to appeal to those consumers who consider ethical and sustainable practices when choosing products (The Strategy Story) 

Legal Factors – As a global corporation, the protection of Intellectual Property (IP) regarding PepsiCo branding and product manufacturing is crucial, and a potential threat (T6) if regional IP laws are not adhered to, allowing potential competitors to capitalise on work undertaken by the organisation. Similarly, as a global organisation there is a potential threat (T7) of legal action, compensation and bad publicity if the organisation does not adhere to the legislation and regulations of each territory regarding employment and employee rights. (The Strategy Story) 

Environmental Factors –  An opportunity (O8) exists for the organisation to increase performance in terms of reduction of waste, particularly in respect of product packaging in order to alleviate concerns from consumers and to comply with increasingly stringent environmental legislation designed to reduce waste and minimise climate change (Meyer 2023) Carbon reduction within the supply chain is another big concern both in respect of regulators and consumers, which presents a threat (T8) if not addressed. 
All these factors effect the global business environment in which the organisation operates. These factors however are somewhat generic in that they have the capacity to affect many different types of organisations. We will now look at forces which are more specific to the food and beverage industry in which PepsiCo operates. 
Porter’s five forces was developed by Michael Porter in 1979 as a tool to assist in assessing the long-term profitability of an industry and help to shape strategy to address any opportunities/threats identified by SWOT analysis. The five forces are:
1 – Competition within the industry
2 – Threat of substitute products 
3 – Potential of new entrants into the industry
4 – Bargaining power of suppliers
5 – Bargaining power of buyers  
We will now look at each of these forces in turn to see how they affect the organisation. 

Competition within the industry – Competition within the food and beverage industry is intense, with many companies set to rival PepsiCo, from obvious direct rivals such as the Coca-Cola Company through to less obvious competitors such as Vinut. Such fierce competition means that there are many players of varying size and power vying for a share of the food and beverage market. This presents a threat (T9) to profitability and the company’s bottom line. 

Threat of substitute products – Again, due to the crowded marketplace and fierce competition within the industry, the threat (T10) of consumers substituting products manufactured by PepsiCo is relatively high, for example it is easy and there are no associated costs associated for a consumer to substitute Pepsi for another cola based drink. The organisation must therefore work at incentivising consumers to switch to or remain with PepsiCo brand products. 

Potential of new entrants into the industry – As discussed above, due to the competitive nature of food and drink industry and the crowded marketplace the barriers to new entrants into the industry must be considered high. It would take considerable costs, not least in terms of market research, for a new company to enter into the industry and it would be extremely difficult for them to compete with the global brand recognition of established brands such as PepsiCo. 



Bargaining power of suppliers – The bargaining power of suppliers of PepsiCo products must be considered to be relatively low, as for the vast majority of PepsiCo manufactured products the ingredients are fairly generic, and therefore as there are plentiful suppliers they can be switched with relative ease to ensure competitiveness regarding price and quality within the supply chain. 

Bargaining power of buyers – The bargaining power of consumers within the food and drink industry is extremely high, as due to the plethora of options available unless there is a good reason (i.e. brand loyalty/ethical considerations) it is highly likely that consumers will switch to a competitors brand if they feel that PepsiCo’s products are priced excessively. This presents a threat (T11) to the profitability of the company if its products are not priced competitively. 

Whilst the principles established by Porter remain sound and applicable modern business practices have moved on considerably, especially with regards to new and advancing technologies. Whilst modern organisations such as Uber, AirB&B and Just Eat are still subject to threats from new entrants to the market and substitute products together with pressure from buyers and suppliers further nuance is perhaps necessary to appreciate the changes in today’s evolving and increasingly technologically driven business landscape (Isabelle et al 2020) 
So now that we have analysed some of the factors affecting the global business macro environment and some of the forces affecting the food and beverage industry specifically, we can now move to undertaking a SWOT (strengths, weaknesses, opportunities and threat) analysis of the organisation, followed by analysis of how opportunities can be maximised and threats to the profitability of the organisation can be minimised. 

SWOT Analysis – Strengths, Weaknesses, Opportunities, Threats.  

Strengths of PepsiCo 

Brand Recognition – PepsiCo is one of the world’s most recognisable brands, which is a key strength of the organisation. Consumers know the Pepsi brand and expect the quality they associate with one of the leading food and beverage manufacturers. This strength of association ensures there is a ready-made base of consumers for existing and new PepsiCo products. (Jallow 2021)


Diverse Portfolio of products – PepsiCo has a diverse portfolio of food and beverage products, encompassing some of the most popular and iconic brands, from classic Pepsi Cola and Gatorade through to Cheetos and Doritos. Ownership and development of these popular brands has allowed the organisation to grow to be worth $18.8bn in 2019 (Jallow 2021) 

Direct Delivery – PepsiCo operates a direct to store delivery system through it’s supply chain, resulting in faster restocking and maximum in store visibility (Gupta 2023) 

Effective Marketing – PepsiCo has been utilising a marketing strategy to sponsor some of the biggest events on the world stage to maintain and improve upon brand awareness, an example of this being PepsiCo’s continued sponsorship of the NFL Superbowl halftime show, one of the most iconic cultural events in the US calendar, which brought in over 100m viewers in 2022 (Gupta 2023) 

Weaknesses of PepsiCo

Perception of unhealthy products – PepsiCo has to battle against the long-held perception that their products are excessively sweet or salted, which is a large negative factor for today’s health-conscious consumers (Gupta 2023).  

Involvement in litigation – PepsiCo has been involved in several high profile lawsuits in the past few years, which has damaged the company reputation and standing with consumers. Examples range from being sued by environmental groups in 2020 as a result of creating pollution and misleading consumers regarding the sustainability of their products, to a case ultimately settled for $9m in 2013 revolving around the contents of one particular drink line as it was claimed they were falsely labelled as ‘all natural ingredients’ when in fact they contained synthetic ingredients (Pereira 2023) 

Mistakes in advertising – Some marketing campaigns for PepsiCo products have been a great success, helping them to secure a hold on the food and beverage market. Some however have backfired spectacularly and caused reputational damage to the company, such as a campaign featuring Kendall Jenner in 2017 that was pulled after just one day due to criticism from the Black Lives Matter movement, forcing the company to release a statement as follows: 
Pepsi was trying to project a global message of unity, peace, and understanding. Clearly, we missed the mark, and we apologize. We did not intend to make light of any serious issue. We are removing the content and halting any further rollout. We also apologize for putting Kendall Jenner in this position.” (Gupta 2023) 

Missed Recycling Targets – PepsiCo was identified as one of the top three global plastic polluters in 2020 following an audit from NGO Break Free From Plastic. The company has struggled for over a decade with reducing the amount of plastic or increasing the amount of recycled plastic. The current pledge is to use 25% recycled plastic in packaging by 2025, only reaching 4% as of 2019 so it is unlikely this will be achieved either, which will not look good in the eyes of consumers and regulators alike. (Brock 2020) 
In the above PESTLE and five forces analysis, I have identified certain opportunities and threats. We will now look at these in turn and identify how opportunities may be maximised and threats to the company may be minimised. 

Opportunities for PepsiCo

Opportunity One – Stable political landscape. Given the relatively stable geopolitical landscape at the present time, this presents an opportunity for the company to expand its operations. To maximise this potential, I would recommend expansion of production across the North America, Latin America, Europe and Asia Pacific regions, as there is little current risk of geopolitical tensions impacting on any potential increase in operations at this time. 

Opportunity Two - Diversify into production of healthier snacks and drinks. The increase in consumer awareness of the production and health implications of the products they consume gives PepsiCo the opportunity to diversify away from traditional ranges of food and beverages, which as noted above can be seen as excessively sweet or salted and therefore bad for your health and wellbeing. To maximise the potential in this change in customer lifestyle I would recommend the organisation engage in research and development of a more health-conscious range of products, such as those with no sugar and reduced salt. 

Opportunity Three – Expand ‘On the go’ products. Increasingly the lifestyle of consumers targeted by PepsiCo products is busy and hectic, therefore leading to a desire for food and drink with minimal fuss which can be consumed ‘on the go’. To maximise the potential of this change in consumer habits I would recommend the organisation engage in research and development of more ‘handy’ products and the possibility of reducing packaging, which in turn could help with environmental concerns. 

Opportunity Four -  Ethical and social considerations.  Consumers are increasingly considering the ethical and social considerations of a brand or company when choosing products. This presents an opportunity for PepsiCo to highlight its corporate social responsibility (CSR) manifesto, and work such as that undertaken by PepsiCo positive (Pep+) towards positive agriculture, positive value chain and positive choices. In order to maximise this opportunity, I would recommend an increase in marketing and promotion of the ethical and sustainable ways in which PepsiCo operate, as this may increase sales and bring more consumers towards PepsiCo products.

Opportunity Five - Technological advances. Advances in areas such as artificial intelligence and robotics have opened up new opportunities for increased productivity within the manufacturing process and subsequent increase in sales based on increased product availability. In order to maximise these opportunities, the organisation needs to position itself at the cutting edge of these new advances. In order to do so I would recommend increasing the amount of research and development in this area to ensure competitiveness. 

Opportunity Six - Better Customer Profiling.  Improvements in the field of data analytics has presented an opportunity for the organisation to understand the consumers of PepsiCo products better than ever before, which can allow better and more targeted marketing, leading to improved sales and breaking new markets. To maximise this opportunity I would recommend increasing research and development in this area, and greater interconnectedness between the research and marketing departments.

Opportunities Seven and eight – Increased sustainability practices. As well as the technological advances mentioned above with regards to the manufacturing process, advances are being made in technology which will help the process of production be more sustainable. This not only presents and opportunity to reduce the weakness referred to in my analysis above in terms of poor recycling figures and adverse environmental litigation, but will also allow the brand to appeal to an increasingly ethically minded consumer base. In order to maximise this opportunity I would recommend increased marketing and publicity regarding the steps the organisation are taking to increase sustainability within the supply chain and to also increase research and development, particularly within the area of product packaging to ensure competitiveness with rival producers. These recommendations also stand in respect of opportunity eight in relation to increasing performance with regards to reduction of waste. 



Threats to PepsiCo 

Threat One – Legislation In response to increased pressure from consumer groups, Governments across the world have been enacting legislation to restrict the use of sugar and salt within the food and beverage industry, as well as restricting how these products are marketed, particularly with regards to children and young people. Legislation such as The Soft Drinks Industry Levy Regulations 2018 and The Food (Promotion and Placement) (England) Regulations 2021 could pose a threat  as they will affect the way PepsiCo products are developed and marketed, which could affect revenue. To minimise the risk posed by this threat, I would recommend greater understanding of local legislation affecting production and marketing of PepsiCo products to ensure compliance, together with increased efforts to ensure new and existing products fall within tolerated levels.

Threat Two – Global economic factors General global economic factors such as exchange rates and inflation could present a threat to the profitability of the organisation, with currency fluctuations and inflation both likely to affect the bottom line.  In order to minimise this risk, the company may look to natural foreign exchange hedging, i.e. sourcing and purchasing local product for use in other territories (Ainsworth) 
Looking at the real drivers of cost within a company and subsequent reduction in consumption will help to ease any risk posed by inflationary changes which may affect the cost of manufacturing PepsiCo products (Heinrich et al, 2021)

Threat Three – Slowdown of Chinese Economy As the second biggest global economy, the current slowdown in the Chinese economy has hit many global markets. This could affect sales of PepsiCo products in that region. In order to mitigate against the risk I would recommend expansion of PepsiCo’s operation in the Asia Pacific, Australia and New Zealand and China Region (APAC), in order to help stimulate recovery. 

Threat Four – Adverse Health Connotations Consumers are now more than ever aware of the effects of the link between high sugar and high fat products and health problems such as diabetes and obesity. This presents the organisation with a threat in terms of consumers turning away from PepsiCo products towards healthier alternatives. In order to mitigate against this risk, I would recommend further research and development in respect of healthier ingredients for existing products, and diversification into the field of health food and beverage products. 


Threat Five –  Ethical and social considerations.  Ethical and social considerations also factor highly when considering PepsiCo’s products and manufacturing processes. This again creates a threat as if the business is not alive to consumer worries regarding ethical and sustainable products, or does not produce products that align with these considerations then consumers may switch to other alternative products. In order to mitigate against this risk I would recommend an increase in marketing and promotion of the ethical and sustainable ways in which PepsiCo operate in order to raise consumer awareness of what the organisation is doing to work in an ethical and sustainable manner. 

Threat Six – Protection of Intellectual Property (IP) One of the greatest assets of the PepsiCo organisation is the branding and products. These need to be protected by way of Intellectual Property (IP) legislation, to ensure potential competitors cannot manufacture or brand products that infringe upon the IP rights of PepsiCo. As a global brand, PepsiCo have to be mindful that different countries will have differing IP laws. To minimise the threat of failure to adhere to local IP legislation I would recommend local legal officers who will have the expertise to deal with any issues arising from their own jurisdiction. 

Threat Seven – Litigation As a global corporation, PepsiCo will have to ensure compliance with local labour laws within the territories they deal with. To minimise the threat of costly litigation and possible compensation for failure to comply with these laws I would again recommend retaining local legal officers who will have the knowledge and expertise to ensure the organisation is not exposed to unnecessary risk on this issue. 

Threat Eight - Environmental Factors –  Carbon reduction within the supply chain is another big concern both in respect of regulators and consumers, which presents a threat if not addressed. In order to minimise this risk I would recommend a review of the supply chain and a feasibility study to see if positive changes can be made to reduce the carbon footprint of the organisation. I would also recommend publicity and marketing to advise consumers of the positive steps being taken to address this issue. 

Threat Nine - Competition within the industry – Competition within the food and beverage industry is intense, with many companies set to rival PepsiCo. Such fierce competition means that there are many players of varying size and power vying for a share of the food and beverage market. This presents a threat to profitability and the company’s bottom line. In order to mitigate against this risk I would recommend an increase in promotion and marketing in order to promote brand awareness together with increased diversification to ensure PepsiCo products are sufficiently unique and stand out amongst competitors products. 
Threat Ten - Substitute products – As discussed above, due to the crowded marketplace and fierce competition within the industry, the threat of consumers substituting products manufactured by PepsiCo is relatively high. In order to minimise against such risk I would recommend incentivising consumers to switch to or remain with PepsiCo brand products. The organisation has introduced PepsiCo Tasty Rewards which offer loyal customers money saving offers and the Pepsi Rewards Plus program and so I would recommend increased marketing to increase consumer awareness of the schemes to reward repeat custom. 

Threat Eleven - Bargaining power of buyers.  As PepsiCo is operating in an increasingly congested food and beverage industry, the bargaining power of consumers as identified in Porters Five Forces is extremely high. To counteract the potential threat of consumers substituting PepsiCo products for more competitively priced alternatives from our competitors I would recommend a move towards favouring a market-orientated pricing strategy over the everyday value pricing strategy used for some products. This will help to ensure that PepsiCo products are priced as competitively as possible against rival producers and the overarching market conditions at any given time (Young 2023) 

Now that I have undertaken the necessary analysis of the current state of the overall factors affecting global businesses and also within the food and beverage industry specifically, we can start to draw some conclusions and recommendations for future strategic planning.

Conclusions based on analysis 


Micro-economic decisions (week 8) 
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