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This assignment will discuss in details PepsiCo’s key organizational structure, and consider how this structure was changed as a result of various acquisitions made by PepsiCo. It will highlight the importance of change management in an organization using different change management models to portray the points. Between 1998 to 2001, PepsiCo had made three crucial acquisitions. The first acquisition happened in 1998, PepsiCo acquired Tropicana Juice, in the year 2001, PepsiCo acquired two companies Gatorade Sports Drink, and Quaker Cereals respectively. But, because these acquisitions were made for a price premium, which can only be paid back or reimbursed through finding economies of scale and new synergies. Therefore, in order to deliver these benefits, PepsiCo needed to formulate new organizational structures that would be purposely designed to achieve these advantages in subsequent years. This study will take into account how the new structures had been developed with a view to delivering all of these benefits. 
PepsiCo’s Background
PepsiCo, Inc. Is an American multinational company that produces food, snack, and Leverage, with its headquarters in Harrison New York in the hamlet of purchase (PepsiCo Inc., 2011). PepsiCo has more than 285000 employees internationally, and has been given so many awards for the participation of business development. PepsiCo started operating as Pepsi back in 1890s when its recipe was first made. It was Caleb Brandham and New Bern that developed or formed it.  In 1898 it was called Pepsi Cola, and then got registered in 1902. As years went by in 1919 it was amalgamated to Delaware. Between 1920 and 1940, there was a quick transition or change in terms of the ownership of the business.  Furthermore, in 1960s after the company had merged with Fritos in 1965, the name was changed from Pepsi Cola it used to be to PepsiCo (PepsiCo Inc., 2011). 
PepsiCo is into manufacturing, marketing, and distribution of grain-based snacks foods, beverages, and other products. And that is why in terms of total sales, PepsiCo makes more than $60 billion annually (PepsiCo, Inc., 2011).  PepsiCo has acquired a lot of companies, and has made the company to have reputable brands being recognized worldwide. PepsiCo, is majorly known or recognized for its carbonated Cole drink, pepsi-cola, which has presence in various parts of the world (PepsiCo Inc., 2011).  
In addition, PepsiCo’s long-standing distribution deal with Cytosport has given Pepsi competitive advantage to own and expand their business. The Cytosport firm is the current in PepsiCo’s acquisitions, under the performance with purpose, vision, which encourages health and wellness through cost-effective and environmental- friendly beverages (PepsiCo, 2014).  
PepsiCo, had paid for these three companies mentioned above, with premium over the asset book of the companies, because of its believe that there were crucial economies of scale and synergies to be achieved (PepsiCo, 2014). The reason PepsiCo acquired Quaker was as a result of sports drink Gatorade, which was considered to be leading in the market, in new and fast-growing section of beverage market (PepsiCo, 2014). The deal also triggered the acquisition of the Quaker cereal range, was heavy competitive pressure from Kellogg and General Mills. Nevertheless, the acquisition of Quaker brand also brought the possibility of new snake products. For example, breakfast oat bars and health products. What PepsiCo did then was to begin to restructure the company in order to utilize this benefit, in North America and also in Europe (PepsiCo, 2014). 

Stimulus / catalysts for organizational change
Business cannot be created in a vacuum. It is determined by customers and influenced by measures totally outside its domain. Any time disruption happens, businesses are left with only three choices (Holman, 2004). 
The first choice is to give up, the second choice is to cope with it, and the third choice is to completely accept or welcome the opportunity to change, in order to survive (Holman, 2004). It is true that organizational change causes fear, however, it is good when it triggers firms to review or rethink how they operate, map out strategies in order to increase efficiencies, as well as exploring new market opportunities (Holman, 2004).  
There are different reasons why organizations can decide to change their structure, they range from disruptive technologies and changing market conditions to the need of the customer, to improve quality, productivity or profit, and diversification (Syrett, 2007). 
According to Raineri, (2011), one of the major reasons why businesses change their structure is to implement a new strategy that will support the firm to pursue new markets, new partners, / audience.  Because, a strategy sets out a plan that determines how a business will use its main resources to meet its strategic objectives. 
Change is something that takes place in businesses regularly, irrespective of the side and the age of the business. As the world is changing very fast, businesses should follow suit quickly. Establishments that implement change very well will survive, but those that don’t manage it well are likely to struggle (Reiss, 2012). 
Change management is a familiar idea in most establishments today. However, the way some establishments handle change, and how successful they are in implementing it, differs based on the type of business, the change, and the people involved. But a very important segment of this is whether the people understand the change procedure (VOEHL, 2017). 
Lewin (1958) developed a change model that involved three processes such as; unfreezing, changing and refreezing as shown in the diagram below.
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 Lewin’s model is the foundation for understanding organizational change. Despite the fact that the model was develop in 1940s yet, it remains valid and useful till date. Lewin stated that the first process of change is unfreezing. This is the stage where awareness is created, to all the people involved, letting them know in clear terms why change is necessary, and  how the current structure is hindering or limiting the organization. It is important at this stage to clear people’s doubts and concerns (Lewin, 1958).
In the second stage, which Lewin called changed, is known as moving stage. At this stage, implementation of the change is done. In other words, this is when change becomes real. As a result, some people at this time struggle with the new reality. Through the changing stage, people start learning the new behaviour, processing and ways of thinking. Employees should be reminded all through this stage of the reasons for the change, and how it will benefit them immediately it is executed (Lewin, 1958).
The last stage is called refreezing, which represents the act of reinforcing and solidifying the current state after change had taken place. The changes made to organizational processes, goal, structure, offering or people are now be considered as the culture and norms. Lewin has considered this aspect to be very crucial, and advised that efforts should be intensified in ensuring that people do not go back to their old way of doing things (Lewin, 1958).  
PepsiCo’s major organizational structures before changes
Before considering how PepsiCo’s changed its structures, it is important to discuss PepsiCo’s main key organizational structures. PepsiCo had the following organization divisions in 2001. Every division as listed below reporting to the headquarters (Simon, 2011).
Pepsi-Cola North America was in charge of establishing a new product range that was not carbonated drinks such as bottled water (Simon, 2011). The firm did not expect this aspect to produce major savings from two acquisitions. As demonstrated below in the last paragraph (Simon, 2011). 
Although, Pepsi brand had strong presence in the United States of America, but one of the challenges here was that it’s international brand share was weaker. PepsiCo beverages international contained the combined international operators of Pepsi-Cola, Tropicana and Gatorade (Forbes, 2014). The arrangement was to combine general and administrative function and gain very substantial cost savings. Particularly in parts of Europe. Thus, it was reasonable in terms of cost to merge or incorporate it with Tropicana and cast savings from shared overheads (Forbes, 2014).
Frito-Lay North America had part of the Quaker range of sweet cereal bars, energy bars and similar products, combined with its existing savoury crisps and snacks. The primary objective of this, was to obtain considerable cost savings and at the same time provide wider variety of goods to its existing shops, thereby increasing sales (Forbes, 2014). 
Frito-Lay International.  According to Forbes (2014), 40 nations were selling snack and crisp products. The firm had already secured robust market positions, for example, 80% of Mexican snack market and 40% of the UK snack market with Walkers crisps. The objective here was to include Quaker food distribution and to get big cost savings on distribution. The Quaker international cereal product variety had been involved in this area. Maybe, due to its convenience, PepsiCo had to purchase this product range with a view to obtaining Gatorade as mentioned previously (Forbes, 2014).  
Gatorade/Tropicana North America. These two products sports drinks and fruit juices had been joined or integrated as a separate area from cola drinks, owning to the fact that they had been used and sold in various methods, through different shops. More especially, saving considerable costs can be achieved through a usual hot-fill manufacturing process (Burnes, 2004).
Quaker Foods North America. PepsiCo had taken decision in order to have the Quaker cereals and related products, like Aunt Jemima syrup and mixes, together in North America. Some critics and analysts had thought that this separate division would give way for product range to be sold without difficulties at some later stage (Burnes, 2004). But, this did not match with the key strategies of PepsiCo, and encountered strong competition in both North America and internationally. The well-established warehouse distribution capabilities of Quaker and Gatorade brought important new scale to a new delivery/distribution system for PepsiCo (Burnes, 2004). 


Changes in PepsiCo’s organizational structures 
In order for PepsiCo to exploit the full acquisition benefits it started to build on its robust competitive resources which was the main starting point in changing its structure (PepsiCo, 2004). PepsiCo’s organization, which entails, its main network of contacts with supermarkets across North America and to a lesser extent, other countries. They are included among existing brand franchises in names like Pepsi and Frito-Lay, Quaker, Gatorade and Tropicana (PepsiCo, 2004).  
There was a specialist distribution structure owned by PepsiCo designed with a view to delivering fresh and fragile snacks every week directly to fifteen thousand shops across United States of America and indirectly to about five hundred thousand shops. PepsiCo equally had a robust network of bottlers whose job was to deliver Pepsi. PepsiCo had a history of product and packaging innovation which came from its Pepsi and Frito-lay technical (PepsiCo, 2004). Development units, the Gatorade sports Science Institute and the Tropicana Nutrition Centre.  In terms of developing new products and packaging, all were skilled. Such units were kept centrally at headquarters on behalf of all operating firms. Pepsi had strong presence in North America almost in every product category as a result, Pepsi resolved to establish North American divisions and separate these from its other, international operations (PepsiCo, 2004). Furthermore, it is true that the sports drink Gatorade and the Quaker cereal products had been crucial in North America, but they had a more limited franchise internationally. Particularly, Gatorade, which was to a great extent not recognize or known outside the American continent. Pepsi determined to join these product areas internationally with some of its other product groups (PepsiCo, 2004).  

	
Further organizational changes 	
 In 2004, PepsiCo had changed their organization structure further by combining various divisions highlighted above together. Frito-Lay international had been integrated or merged with PepsiCo Beverages International (Hoskisson, 2013). The main reason for combining all these divisions, was to build or improve on the firm’s different international strengths in various international markets. For example, PepsiCo snack brands had strong presence in Mexico with the Sabrites brand, in the United Kingdom with Walkers brand and in Australia with the smiths brand. Whereas, in other nations, Pepsi cola was stronger and the snacks brands relatively weak (Hoskisson, 2013). Therefore,   whatever, had been the strongest product category would be the lead brand and would support other weaker brands. This strategy would be perfectly achieved if only one company was involved, instead of separate companies. Gatorade/Tropicana North America had been merged with Pepsi Cola North America for financial reporting. The new division was called PepsiCo Beverages North America (Hoskisson, 2013). The reason for this strategy was to enable the firm to utilize its strengths in non-carbonated and healthy fruit drinks across a wider range of shops. 
PepsiCo achieving growth through Acquisition
One of the advantages of acquisition is that it gives organizations access to competencies, infrastructure, therefore minimizing the direct costs and overheads, and achieving organic growth. For example, PepsiCo recently has acquired many companies such as; Lucky snacks and Mabel cookies in Brazil, and Dilexis cookies in Argentina, juice and diary businesses Lebedyansky and Wimm-Bill-Dann in Russia. It can be clearly stated that acquisition is one of the major strategies of PepsiCo’s strategy (Barney, 1997). Today PepsiCo’s portfolio is made up of 22 brands and each of these brands have generated at least one billion USD in retail sales in 2015 because of the aggressive pursuit of this strategy (Barney, 1997). 
PepsiCo, acquired South Africa’s Pioneer Foods Group that manufactures food and beverage products for 110 South African rand per share. The justification for acquiring this company was because PepsiCo wanted to expand its presence in South Africa more especially in sub-Saharan Africa. It owns popular brands such as; Weet-Bix, Liqui-Fruit, Ceres, Sasko, Spekko, Safrari, and white star (Wahlen, et al, 2011).
Through acquisition strategy, with a strong brand reputation PepsiCo has gained competitive advantage, by expanding its lines of operations with involvement in food snacks, and beverages, food as well as soft drinks (Heizer and Render, 2011). This has given PepsiCo the ability to serve a wider range of customers and therefore improve profitability. This has shown in PepsiCo’s recent revenues result, which surpassed that of Coca Cola. As a result, around the globe now, PepsiCo is seen as the largest food industries in the world (Heizer and Render, 2011).   
In the past, Coca-Cola was leading in carbonated drinks market, but with Tropicana and Gatorade, PepsiCo had been simply leading in the total soft drinks market acquisitions, together with clever partnerships, have given rise to immense growth and as such continuing on this course, is really very good. While market develop and change, PepsiCo has stayed the course for many decades, and they are unlikely to lose their place in the upper echelons. In order to maximize this leadership, it was very crucial to combine the various brands as part of the team. This was particularly important given the increased bargaining power of the large retail supermarket chains like the world’s largest retailer, Wal-Mart – PepsiCo Beverages became ‘the No 1 liquid refreshment beverage company in measured channels (Heizer and Render, 2011).
The good thing about PepsiCo acquisitions is that the company can do more when they operate together than operating separately or alone. According to the chairman of PepsiCo Steve Reinemund, the changes in the structure of PepsiCo, would enable the company to use their combine strength to the greatest advantage (PepsiCo, 2011). Furthermore, these changes that PepsiCo had made, would help them to do things more efficiently and effectively and at a reasonable cost by coming together, and help in sharing intellectual capital, the expertise of our businesses and people so that the business can have competitive advantage in the marketplace (PepsiCo,2011).   
Conclusion 
This assignment highlighted how PepsiCo changed its organizational structure through various acquisitions. The study further stated how change of PepsiCo’s organizational structure, has given the company a competitive advantage. This strategy of acquisition is considered as a mechanism for PepsiCo’s business growth. For example, PepsiCo acquired different companies such as; Yum, Tropicana, and Gatorade, Lucky snacks and Mabel cookies among others. Through this strategy of acquisition, PepsiCo now has the ability to serve a wider range of customers and therefore improve profitability and efficiency. Again, as a result of this acquisition strategy, PepsiCo is now seen around the globe as the largest food industries in the world. PepsiCo is a multinational firm that manufactures snacks foods and beverages and carbonated soft drink among others, and distributes and markets these products. PepsiCo runs a programme known as education provision of safe water, and empowerment of community. Although, these initiatives have generated criticism over actions in environmental awareness. The study employed Lewin’s Change management model, to shed light about the process of managing change in an organization.   
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