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STBATEGY .*NN POUCY II*NAGEMENT

E)(EGITTilESUIIMABY

By noarly any mearurg PepsiCo Inc. rankr among the world's most successful

companies. Mo* Arnericans irrstantly recogrrize its brand nam$. In 19E8, PepsiCo was the

twenty-sixth largest industrial company (ranked by sales) in the United States. In that year

PepsiCo's sales rcached $13 billion.

Much of PapsiCo's momcntum conrcs form the frc thrt, although it is number I in

restaurants and snacks, it has always had to run hard to koep the soft*ink market's number l,

Coca Cola's 40 p€rcert, in sigtrt. Although Pepsi brand outs€lls Coke in urpcrmarketg Coca'

Cola's entire soft-drink family (including Diet Coke, Tab, and Sprite) runs neck and neck with

PepsiCo (including dia Pepsi, Mountain Dew, and Slice). In both the fountains of vending

machine markas, C.oca-Cola has nearly double PqsiCo's shrre of sales. Coke runs far altead of

Pepsi in the irternational market too.

The imerntional soft drink industry does have some resemblance of the local industry,

with Coke and Pepsi in the foretont. Their arrogEnce as they fight for I greder Inark€t share has

,.
a rippte effect even irithird world nario4 as is Belize. Their market share is quite similar with

Coca{ola leading with 65% while Pepsi coatrols a 20plo of the mar{rst share. This Str*cgic

Ptan seeks to outline and bring to the front issues of the local soft drink industry. The Stre4ths,

Weaknesseq Op,pommities, aod Ttlrets of both Coca-Cola and PepsiCo are odlined. Finally'

conclusiom and recommerdations are pres€med. The uhimate goal of this Str*egic Plan is to
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offer a feasible understanding ofthe industry and let the reader credo hidher own final

mnclusions and recommendations.

Soft Drink Industrv

Industrv Analvsis

The beverage industry in Belize is not very large, but it has atl the characttristics ofany

large industry. With the competitive rivalry at its peak, the organization must develop strateglc

plans to cortrol the part ofthe ma*et that they desire. The companios must try to gdh€r and

capitalize on as much information from the market 8s possiblc.

Ttre major players in the local beverage industry are Bowe[ and Bowen Limited and

Pebco Belize Limited. Bowen contnols approximately 65% of the market while Pebco controls

approximately 20olo and the remaining 15% by other smaller compaitors (such as Cuello's'

nmrral juices, and purified producers). Thcse compani$ comp€te, head to hea4 on a daily basis

to try to conuol mort of the market.

Buvers and Sellers

Wholesalers, rAailerg and consumers, are imporfant players in the Soft Drink industry.

These people determine how much carbonated soft drink will sell in a given dty. The

profltability ofany company, at the end ofthe day, depands on the buyers. These buyers

ultimately cootrol thp mslket in terms ofthe producq qudity, tastg scrvicg and price. They are

the errternal forces that directly influence operations.
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who also produces purified water, stilt has the opportunity to compete fof those customers. As

the number ofhealth and cost conscious consumer incfeas€, natural drinks could prove to be

some formid8ble tkeats to the iadustry.

Imported drinks, dia drinks and athlctic drinks (Gatorade), are also substitutes. Tte

packaging ofth€se products is likely to d6.e4t buyers. Hourever, the prices oftlese are often

sigrrificantly higher. This, becaree of price availability, is not a significant tfueat to carbonated

and local soft drinks.

Those coosumers who are very cost conscious or who have minimal funds will natursly

srbstitgto for a cheaper drink. The majority of the ma*et for cartonated soft drinks consistg of

tesnqprs ard young students. Given most ofthese youth are not emPloye4 th€y are likely to

switch to tho cheaper $b$ifi"ile. Ice pops (ideal), for orarnple, are v€ry cornmon and are

inexpensive. Given tho ovcrall @otpmy, consmers who cannot afford the carbonated soft

drinks on a daily basie may switch to ic€ pops or wat6'

With the likelihood of consumers switching to less costly 6ubstitutes, thc oomp€titor's in

the carbonatod soft &inkg shoutd consider, among othcr thingr, price and quality ofthe product'

Consisteocy in availability is another consideration.

Current RivalnA{ew Entran8

The major rivalry in the beverage industry is between Bowen and Bowen Limited and

Pebco Belizc Limited. They are fightins to coutsol the eotire industry and to gtin as much of the

markC sture rs possible. Th6e two companies try to implement new ideas and try to crede

innovativo cooc€pts to 8tfict the consumers.

In the past the rivalry was so inteosc that the companies resorted to destroying each

Clrer's propcrty in an snempt to gain financial advantage. Although this practice has bcen
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condemmd and d€clared settled by both frms, the posribility of it resrrfacing or continuing on

a smaller scalc ie eminent.

The bevcrage industry did rlot suffer the treat of oew entrants for many years, however, a

new Mexican$ased compsoy, Moctearmat is hoping to enter the Belizean Market. Moctearmq

which hrs an immense capital eod oxporienoe in both brewing and bottling could prove to

grcatly affect bott companies because oftheir large-scale production and teohnical advamage.

Bowen and Pebco mu$ now fy to find faster and more economioal ways to prcducc their

products.

With the introductioo of various substitute products, the demand for "soft drinks'' could

srffer srbstantially bccurse of the many health conscious consumers. New erltrarrts by

organizations offering the *rbstitute products are also threats to thc industry.

Strenqths of the IndustrY

The Beverage Industy in Belize is very attractive. The industry is complememod by the

tropical climatg which createo a high demand. C,oulp€ilitors, orrrcnt and prospectivg have the

oppornrnity to capitalize on t}is high demand by offoing an sttrac'tive product to the consumse.

Another strength fu the frct that there are only two major srppliers. This sllows therc

organizations to have a big percentags of the marka, with high volumes of sales. Although the

industry is attractive and the zuppliers are few, new ontrurts are unoomnon because of its capital

intensity.

Weaknesses of the Industrv

Although there is high domand for the beveragee in the industry, the population in Belize

is very small. trdany organizdions shy away from the marke beoause the volumes of sales

cannot compete with Chet uore populated countries.
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The majority of the conzumers habitually select Bowcn's product' For firrrs to be

competitive they must try to dtrsct Bowen's regular customers. The only way this could be

accorryliehod is by employing highly skilled employees in production and distribution. Also,

thsc firms must try to attract the oo&umen by advertising immensely, informing the public of

the new flavors, 'give aways', ard otlror promotions.

Oooortunities of the Industrv

The majority ofthe consumefi in the industry are young snrdenB who are influenced by

fads. Because ofthig the compaay with the most attractivo and identifiable product will always

zucceed. The vari*y of products in the industry is limited, so a company otrering new ord

innovative products can attract a rnaior p€fcent8ge ofthe market. Th€se Produ* can include

canned and diet drinks. For examplg Pebco can introduce cloar Pepsi or Bowen can introduoo

'/.
Splash to compee with'squirt.

Threats ofthe Industrv

The entry ofa new firm irto the industry ad& to th€ production capacity ofthe industry.

Given tlre poprlation, the demand canmt increasc much more ttan its present level so the

dcmand would have to b€ shared among more firms. Also, the majority of the employees of

ttrcsc firms must b€ traircd at the erpense of these firms. tfigh investmerts in trairing and

dwelopmcnt must bc made to fully prepare these employees for their jobs.
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BO\ilEN AI\ID BOWEN LTD

Historv

Bowen and Bowen opcned business in the early 1940's with agencies for Rudge Bicycle,

VAT 69 Whiskey, Salvavida Honduran Beer, and Volkswagen.

Bowen's first attempt Et the beverage industry was with tlre bottling of various flavors of

Crystal Lemonade. Their mixing plant was located at Kitrg Street, in Belize City, with tlte

bottling done by hand. In the eody 1960's Boweir acquired ths Coca-Cola franchise (6 ource

bottles of sods wuter and tonic water were also produced). By the early 1970's Boweo had soven

Volkswagen City Routea and roueo for the Northerq Southerl, and Westcm regims of Bolize.

In Doccmbcr of 1970, Bowen started brewing Belikin and Falcon Bcers. Becausc of the

high volume of pro&.rstioq the plants snd brcwery had to be trans&rred to Ladyvillc. Bowen

also c,Aaded by 66llishing a bak6] in ladyviUg with various di*ributors situsted in

different areas of Belize. Bowen then acquired Belize Airwayr Limited and Iames Brodie

Company Ltd. to fully diversi$ their operations.

In the early 1980'+ in atr att€ttrpt to supply proper vehicles for distributioq Bowen

acquked Belize Estate and Produce Company Limite{ the owner oftle Ford Franchise. All the

company's vehicles were then acquired from and repaired by B.E.C. Included in the purchase of

B.E.C. was the acquisition of Gallon lug in the Northwestern part of Belize, where tle Chan

Chich Lodge is now located.

In 1995 Bowen established Crystal Water, a water treatrnetrt plant a the Belize Brewing

Conpound. They have also launched a new Stnimp Farm at the Atoll Blair in Plsc€ncia, and

Gallon Jug Coffce is in its early stages of dwelopment.
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Strensths

Innovetion

Orrc of the receot innovations of Bowen and Bowen is the introduction of their 354-ml

ard l-liter plaotic bonled soft &inks. Similady, on April 15, 2000 they mado the introduction of

thoir Liglrt llouse Lagerr Beer.

Exoerience/Crntomer Loveltv

Bowen and Bowen introduced Coca-Cola to Belize about 30 ye8ls agp capturing a virgin

market. Over thc years, thcy establishcd loyal customers due to monopoly and the introduction

ofCoke, a ftvored goft drink. Facing very little competition, if any, Bowen maruged to get a

foothold and *periencc lo,ag before the cntrancc of Pebco.

Indeocndence/Autono mv

Being a fully Belizean-owned company, Bowen hns complae autonomy to take

neoeseaf,y steps to satisfr the Belizean consumers.

Merketins Stratew

Bowen and Bowen are tho proud producers ofCoca{ola products. This is proven by practices

zuch as mairtaining quality consisteocy and distribution ofthe product. To sell Bowen's product

one mlst follow certain grridelines, if not, as some district Aanohises have expcrienced, Bowen

takee i13 business elsewhere. Their product should be stacke4 distributed or m.intained at a

given level, ottlenryise Bowen reclaims its ftanchisc snd set up their own distributiotr cent€r.
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Oualitv

Quslity being ttleir first concerq Bowen and Bowen Ltd. s€nd samplos of their products

to their head offices in CoSa Rica for serveral taste teSs. Their products were chosen as the best

quatity among otho franchisos within the region.

In a[ atteNnpt to keep the quality on a consistent level, Bowen tries to keep abr€a$ with

the latest tcchnology to mate thir possible.

Services

Unsatisfred with quality along Bourcn believes that they mo$ offer the be* scnrice in the

industry. Salcsmen do rct only deliver the drinks, but also stack them ia strategic p8ttorns for

the retailers. They also try to illusfide to the retsrlers tlre best poern in whioh to organize and

display thc producs. This, Bowetr believes, afrects the buying habits ofthe consumerE'

With steedy investmefts in the upkeel of their trucks and coolos, service on their customers are

at r steady incr€a$. Employees 8re trained on a regular brsis to koep up with the dive,rsi$ing

derrards of the various customers.

Distributiop

With distribution centers in most of the districte, Bowen and Bowen have about 65% to

70/o of tbtildnurket. lYith the rscert €s{blishment of distributioo centers in both Cayo and

Toledo, Bowen hopes to ev€n control greator percontage ofthe market. All ofthe distributorc

are self-srstainable, oquipped with their own truckq employees and wortshops.

A total of 42 rouec, 14 of which are located in Belize City, are running on a daily basis.

Call-ins are nOt tlre only source ofordor. The salegman mrkes frequent vieits to regular

oustomem to r€plenish iaventory, or c'veo to restock the product or smricc.
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Ptomotion

Coca4ota's rogiorul head offices in Costa Rica offer financial upport for advertisement

and sales promotion to ruke their products more dtrartive. Bowen then inverts most ofthis

moncy in coolers to gain exclurivity and to improve the image ofthe 'kiosks' (small st!ops).

They ofrer signs and sign boards to each oftheir raailem to firrthcr promote the sale oftheir

products.

They also target the schools by offering sport oquipment, zupporting school events, and

sponsoring othcr educational activities.

Labor Force

Therc is a projected adequate *rpply of critical labor to meet the projectod industry

volume. Bowen has a low rate of firnovo, which is vital for tlre efficient running of the

organization. Workos are paid at fixed rates with the o<ception of thc sales representativeg. Tho

sales reprcsentative, in addition to the fixed ratcg receive commission based on sales.

Miaimum qualifioation required for the sales reptesentstive, h a high school diploma.

Job satisfaction is alro very impofiam bccause they believo that a satisficd omployee is moro

productive.

Wcakness€E

Belizc presecly enjoys a stable political cnvironment. Howwer, due to global forces and

dcpletion of scarcc rtxlouces, rxr @onomy is experiencing transitioml r€forms.

Tho implementation of the Value Added Tax on April ld, 1996 foroed Bowen and Bower

m inorease the price of soft drinks by 25%, wtrich resulted in qustomom switching to cheoper

zub*itrte goods.
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Oonortunities

Opporfirnity to ircrea$ sales and introduce a new line of bevoage, for erample 'Splash'

orists for Bowen to achieve its strategic goal.

Demographic for€cast s€f,ve as an importent factor to make predictions about future

organizational plans, decisionr, and goal attainment. Surveys are done overy four years to help

define connrmer demand for products or services. This provides a targa for production level

and forecast ofsocietal characteristioe to target spociffc age groups.

ThreaE

An atteinpt by Mocteanma to emer the market would caus€ Bowe,n and Bowen's

compaitive behavior to change immediately because they would bc faccd by rising of a new

company that is larger and has rnore finsooial support than Pe&o.

PEBCO BELIZE LIMITED

Historv

With six original shereholders from Guatemala" tlre biggest being Mr. Ricardo Bueso,

Pepsi was introduced to Bdize in 1986. The company named Pebco Belize Ltd. $arted out by

leasing tlre propetty from the Gregg family. The location in Ladyville was prwiously a meat

packing plant, which was rernodeled to accommodste botling equipment. By ,une 1986 the

remodeled plant was ready for the launching of Pepsi. In O6ober of the same year Mirinda was

launchod and a year aftcr followed 7-up. The company's Genoal Manager until 1992 was Mr.

Joee Bautista. Presartln the company docsn't have t General Mu4ger.

Ia 1991, tlre Corpor'*ion of Maripora of Guaternrla bought the coupany. In 1993 lvft.

Gustavo Perrera bocame General lvlanagsr and in 1996 I\,Ir. Alejandro Haba took over as
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Creneral Manager. To dce Pcbco has managed to introduce Squirt and Pe,psi lvlax to the

marka. Peboo is a major mmpetitor in the Carbonated Soft Drink Industry.

Strensths

Innovatiops

The nunagement ofPcbco believes thrt their biggest advantage in the Belize marftet is

innovation in bringing new products to the market, as in the case ofthe irrroducnon of ttrc %

liter. Also, Peboo continually introduces promotional packages such as the granting of coolerg

carts and the like to regular o.tstomers.

Association with PeosiCo

Association with PEBSICO, which is the largest beverage producer in North Americo,

helps PEBCO Belize LJd. in advertising both intermtiorully and dome*ically. International

advotirementq featuring ryorts and movie stars, increase sales and helps in brand recognition.

\teahess€s

Nrry in the Industrv

By the time Pebco came into oriste,nce, mo$ conermerr in Belize had become

accustomod to drinking Coca-Cola and otler affiliaod products; this has caused Pobco'g market

share to be approximately 2@/o.

Lack oflndeoendence and Autonomv

Peboo is a foreigrr-owned Company. Being controlled by its owners in Guatemala seems

to renrlt in dependency. Pebco needs to comrh with its parent company before decision making,

may cause possiblo dclays in promotional or adve'rtising plans. The lack ofindependence may
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caus€ ineff€dive markethg pradice, a3 P€bco's management needs to deal with this

environmert rdher than adopting strdegies used in anotts environmont such as Guatemale's.

Cash Flow

Inadequate wo*ing cepital inevitably teads to slowing down of operdions. Pebco hss

orperienced closing down of opo'ation due to cash flow problemg which definitely has afected

their consist6cy of srpply. Cash flow problems 6Ie a formidsble weakness for any business.

Menasenetrt/Plannins

Pebco has an abnormally high turnover rdc. Also, considering l0 years ofoperdions,

on€ sr8pects thtt there may be other reasons br not increasing martA slure.

An example is the case when Pebco introduced the )zz liter. This was very innovative and

possibly Pebco's strongest promotion and its best opporhrnity to hove gained market share. They

fell short of zupply, which posibly could have defeated the purpose as Bowen soon introduced

the % liter. Obviously proper plaaning was lacking before thc launching ofthe product.

Merketins StrrtcsY

Pcbco also practicc its salesmen by commission only. Pebco bolieves that this should

serve as motivstion and will re*rlt in tlrc salesmen pushing thc product urd ultimately increasing

salec. This can rgsuh in high trmover sin6e wo{k€rs do not have an obligation to oome to wort.

Pebco belie\res tfut their sales nren are dispensable and rcplaceable. \i/hile this is trug this

praclxce is mt the best strategy. Physically replacing employees is not difficult, but replacing

knowledge and experience is. Salesmen are key to this t,?e of businers thenefure pmper raining

and compensation is a mus.

T

T

I
f
I
u

I
E

E

E

E

I
E

E

I
lt

E

E



l4

Inconsistency in Ouali$ and Sug[IIY

Pebco's producf quality and $pply 8re not consistertr. The zurvey shows thst P€bco's

poduAs stffer ftom poor quality eithor rcnrlting in a watered down swoet taste or @nsumers

identifring white s.rbstance floating inside.

Indequate or shortage in supply leads to oustome,r diciatisfaction. Both inconsistencie8

can be atributed to inadequ*e cash flow, the use of old machines or technology in productior!

and the noeded ingredients for the formulas are not always rmdily available

Minimal training for worlcrs

P€bCo trains its sslespeople every six mooths. Bowen trains its ernployees every ttree

modhs. Boweo also srpplies its eryloyees with proper uniform and nam+tags for eary

identification. Ptoasant appearance and good public relations is extrenrely impoft8nt. The regrlt

may be increased efficiency ald motivation of its salespeople.

Illstribution

Pebco serves only six routes in tlre city. They have a total of six trucks tlrat noed to travel

to the city and back to Ladyville. This limits distribution capacities. For thc disrid sslcs and

distributioq Pebco relies on distributors or agents in theso locetioos. The depcndency on these

outlAs limits its ability to effectively martet its products due to backward integration. The

praotice of sondhg out seles representstivos to the district is not enorgh. Forward integration or

resching out to your cusSorrer gives bater control over tle market.
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Opoortunities

@
Belize has an attrective markeq and their psrent company in Cilatemala is willing to

invest, The olvners are financially stable to invest subSantially in the Belizean marka and to

take the necessary steps to better oontrol tbe factors dfecting the marka.

Pdco's association with PEBSICO grants them an opportunity to introduce new products

zuch as Clear Pepsi.

Its @rrent ptans for orpansion ond better technology give thom an opportunity to increare

product quality ard ortput. This is the opporturity for Pebco to mend their image by providing

bigh quality and adequate srpply. With this expansion Pebco stands to increase distribution

orlas by possibly eotablishing its own distribution in the major distictl eepecially in Toledo

and Cayo consideriag thc late movernert of Bowen's distribution.

1}reets

Bowen and Bowenr Ltd., being independent, are finsncially capable to invest 8s l€csss8ry to

me€f comp€tition.

The possible new entrance of Moctezuns, thc lvlcrdcan bottling company can bc a do or

die situation for Pcbco, because it is a bigger company tl;at is able to produoe d lowef costs.

The ice pop (deal) market is ropidly iocreasing and it is oheaper than Pebco's and

Bowen's goft drinkc. Algo, fruit juices ore on the rise considering the incroase in the health

conscious population.
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Recgmmendations

Based on the srvey dOne and the interviews conduAed with ropresentatives from Bowen and

Pebco, group conrensus (with other professors) was that the following steps should be taken by

each cofiTafly to maintain a vibrant industry:

PEBCO Belize Limited

Totel Oualitv Manasement

The,re are numerous reasons for PebcO's small martA share. A slwey showod that cnrstomers

are dissatisfied with Pebco's product because of inconsistency in taste. Tho implernentation of

Total Quality lr,{anagemcnt should be one ofthe primary contol responsibilities of everyone

from top marugement. Fm this to be achieved targets must be set for employee involvement;

they should be ffained to think in terms ofprevention and not only detoction. Thoy must dso be

able to conect their own errors and €xposc any quality problcms they discover.

Investment

Both time and financial irvestrnentr must bo made for furt}er market rescarch. This

itrvestmeflt con be minimal since tle company already knows about the problcms with their

qualrty and inconsistem sr,rpply. A zuwey is neoesoary for furthen confirmEtion on what aspects

ofthe production tlrey are failing and can gain.

Ivlajor investment to imp,rove technology, machinery, raw mataial and human rcsources

is atso n€ce$ary. This will onsura improvod quality ard ircrease plant production outpr.

Adequatc pe6omel and salespeople must be in place for the proper managing of functions and

sale of go&rc.
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Increased spending in rurketing is neoessary. Advertisements and promotional

packages should be dweloped to gain public recognition and familiarity'

Menagement/Plannins

The effective and ef8cient ruoning ofbusiness is dependent on available turman

resourccs. Orvncrs ofPebco shOr.rld have conffdence in its selectcd Safr and enzure that their

mErDgement tculm has the necessary tools and autonomy to make decisions 8s it applies to the

eovironmem they operate in.

Pebco's managemerf should adopn a proactive attitude in making markAing decisions,

viewing its human resources aE tle key principle of its products. Prope aocourts or collection

ageffs ensufc necessary funds for cash flow is Collected. Salespeople should be aware ofthe

market need and qrstomers. They are important people and nUnagemem should treat theo as a

means and not an end.

Proper planoing includes proper forecasting and projeotions. Raw ruterials suoh as

fonmrla ingredientc slrculd alwoys be readily evaitable. The lannching of new prodrcts should

be well planned and urpply always be roadily available, as it the launching of the geat '/z lite'r'

Seek Locel Investors

considedng selling sh.I'33 to Belize8ns is 8n option. Local investorc would be a source of

income and local interest in the products. l,ocal shareholdcu may c,ncofage or stimulate rnore

marka participation
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BOWEN & BOWEN LIMITED

Consistencv

The marugemera of Bowe'n and Bowen should continue producing high quality produrts

inthefutureforthcmtokeeptheirmslk€t$lur€.Itisimperativethattheirqualitycontroland

production standards do no plummet'

Stretegic Manesement

Bowen,smanagernontmerelyreactsontlreircompetitor'sinnovation.Thisoouldprove

tobehsrmfulifoneofitscompeitorscreatesan€wideattutisnotbeeasilyduplicated.

Bowen,smanagementmustrytocredenewinnovativestrdegiestokeeptheint€,restofthe

corxumer

Conclusion

As well started in the Executive Summary, the focrrs on the analysis of the soft drink

industry was primarily to oraluate tho status of the two major competitors' Bowen and Pcbco' It

wasoonfirmedthatBowenhasabotrt65%to7dloofthemafketv/hilePebcolrasabout20o/o.

The focus of thc analysis is to recommend possible strdegio meazures for the increased

competitiveness of both companies'

The,rcaremanyreasoffiforP6co'ssmallmarketshsfe.AsrrveyshowsthatEo/oofthe

population sampled preferred Bowen's products 8s oompared to Pebco's' Surveys shows

custorn€rs oft€n fourd zubstances floating io pebco,s products and the taste w83 not to thEif

e,rycctations'ontheothorhand,Bowerrhasmairrtainedahighlevctofproductqudity'

distribution and service
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Availability seerns to be one of Pebco's more immense problems' Availability does not

mean only meeting demand but also necessary steps should be taken so Pebco could insease its

outlets and distributorshiP.

Pebco Belize Limited must try their best to improve quality, increase demand, increase

service and increase marketing for them to be competitive. Iffith their plans for massive

investmeot in a new plant in Ladyville and new equipmert for msrketing and distributioq

Bowen's management should prepare for some heated competition'

I
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