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Women in business

The Pepsi challenge

NEW YORK

What Indra Nooyi's appointment as boss of PepsiCo says about the management
of American companies

WAS ever a chief executive less of a
public figure than Steve Reinemund?

Put in charge of PepsiCo in 2001, just as the
cult of the celebrity chief executive was
discredited, Mr Reinemund has contented
himself with running the drinks and
snacks firm extremely well-and shunning
publicity. He is said to attend conferences
only if he is not asked to speak.

His successor, Indra Nooyi, whose ap-
pointment was announced this week,
could hardly be more different-and not
just because she is a woman. Ms Nooyi,
born in India, fronted an all-girl rock band
at college and once led a diversity confer-
ence in a rendition of the "Banana Boat
Song". Last summer she issued an apology
after a speech in which she criticised
America for seeming to give the finger to
the world, something deemed unpatriotic
by some of her adopted countrymen.

PepsiCo's leadership change is unex-
pected-or, at least, sooner than expected.
Mr Reinemund's explanation for retiring
early, that he wants to spend more time
with his family, is often a euphemism to
spare the embarrassment of someone
forced out. Inevitably, there has been
speculation that this is so, perhaps due to
strains in his relations with some board
members or, more plausibly, because Ms
Nooyi had threatened to accept one of the
job offers that frequently come her way,
and the board did not want to see her go.

People who know Mr Reinemund well
dismiss such speculation. If he is leaving

earlier than he wanted (he will step down
in October, and as chairman in May) it is at
most a few months early. Mr Reinemund
had done well at PepsiCo. Operating pro-
fits last year were $5.9 billion, half again as
big as in 2001, when he took over, on sales
of $32.6 billion, which were 38% higher.
Most satisfyingly, under him PepsiCo has
exceeded for the first time the stockmarket
value of archrival Coca-Cola.

The appointment is a case study in the
right way to manage transition at the top,
says Margarethe Wiersema, an expert in
management succession at Rice Univer-
sity. Ms Nooyi has been groomed for the
top job (along with her main rival, Michael
White, head of PepsiCo's international op-
erations), after joining from ABB, an engi-
neering firm, in 1994. She knows the firm's
markets well, having been part of many of
the strategic decisions that have made Pep-
siCo what it is now. She oversaw the ac-
quisition of Tropicana, a juice firm, and
Quaker, owner of the Gatorade brand of
drinks, which has been one of PepsiCo's
biggest successes as the firm reduced its re-
liance on cola. She also presided over the
spinning-off of various restaurant chains,
which allowed PepsiCo to focus.

Such a smooth transition (which fol-
lows a similarly well managed hand-over
to Mr Reinemund from his predecessor,
Roger Enrico) is an anomaly nowadays,
says Mrs Wiersema. Boards under pres-
sure from investors are dismissing chief ex-
ecutives abruptly, which is leading to

more hires from outside a firm or, if from
inside, appointing a chief executive who
represents radical change-such as Pfizer's
promotion earlier this month of its general
counsel, Jeffrey Kindler, who, in a break
with the firm's tradition, is neither a scien-
tist nor from sales.

That PepsiCo has appointed a woman
to its top job is an even bigger anomaly. Ms
Nooyi will be the nth woman running a
firm in today's Fortune 500 list of Amer-
ica's biggest companies. That is the most
there has ever been, up from zero in 1994,
but still a tiny number. "Things are moving
in the right direction, but progress is gla-
cial," says Deborah Soon of Catalyst, an
organisation that tries to help women
climb the corporate ladder. The same is
true throughout the executive suite. Ac-
cording to Catalyst, only 16% of the cor-
porate officers of Fortune 500 firms are
women. Since women comprise half of
the managers and other professionals in
the American workforce, the glass ceiling
still seems formidably thick.

The new Carly
Ms Nooyi will become the world's most
important female chief executive. She is
the obvious successor in the public eye to
Carly Fiorina, who was forced out as boss
of Hewlett-Packard, a Californian technol-
ogy company, in 2005. Both Archer Dan-
iels Midland (run by Patricia Woertz) and
Kraft (by Irene Rosenfeld) have slightly
higher revenues, but PepsiCo is now the
biggest company by stockmarket value
with a female boss.

Because there are so few women chief
executives, "they become role models
whether they like it or not," says Ms Soon.
Ms Nooyi will also be a model for women
of colour, she says. PepsiCo has long had a
reputation for training executives, male
and female, many of whom get poached.
Sara Lee took its chief executive, Brenda
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Barnes, and Kraft pinched Ms Rosenfeld
from the food giant. The firm is known to
promote according to performance, and
managers are expected to create a diverse
pool of talent beneath them.

Many of America's top female bosses
are in the consumer-goods industry. In this
business, most consumers are female, so
having women in charge can help compa-
nies understand them. Consumer-goods
firms started appointing women as brand
managers in the 1980s, and at firms such as
Sears, Federated Department Stores and
Kimberly-Clark as well as PepsiCo, more
than a quarter of the top officers are
women. Research by Catalyst found that
firms with a higher share of female officers
had stronger financial performance than
their peers in every industry, not just in
consumer goods-and no one has chal-
lenged its numbers yet.

Ms Nooyi inherits a firm in good shape,
but with some problems. For one thing,
there is serious trouble in her native India,
where activists have accused both Pep-
siCo's and Coke's colas of containing high
levels of pesticides. In the future, PepsiCo
will need new sources of growth, espe-
cially given slowing momentum from the
Quaker acquisition, which propelled the
firm into the booming healthier-foods
market. The company will have to look for
acquisitions to fill in gaps in its interna-
tional distribution system, and to add new
products. There is general agreement in the
business world that Ms Nooyi was the best
candidate for the job. It is a sign of progress
that she got it. •
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