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What is strategy?

What comes to your mind thinking about "strategy"?

Management Tactics

Military Tactic pggsibilities A plan to reach an objective
Clever choices

Algorithm goal DeCiSiOI’l Long term plan

Business " actions Decisions Mission ns
Investments Methodological actions Forecasting
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What is strategy?

What are the scopes where you hear the word "strategy"?

Achieve the goal
Consulting Games = Management

Risiko Military Spo rt Industry production

Sports Business Poker Politics Company
Career
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What is strategy?

What s Strategy?
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1 Operational Eﬁectiveness aww-en”

A company can outperform
rivals only if it can establish
a difference that it can preserve.

e [V. Fit Drives Both Competitive Advantage and Sustainability

IL. Strategy Rests on Unique Activities

The essence of strategy 1s
choosing to perform activities

differently than rivals do.
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It is a story about change

Enduring success and sustainable corporate development requires constant
change. Firms, as bundles of resources and capabilities, need to meet changing
and complex environmental demands (Andriopoulos & Lewis, 2009).

Environmental

A
Need for Change Change
Acquisition of resources and
E _ development of competences
Andriopoulos, C., & Lewis, M. W. (2009). Exploitation-exploration tensions and organizational Time

ambidexterity: Managing paradoxes of innovation. Organization Science, 20(4), 696-717.
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Uncertainty

U.S. average tariff rate

End-2025
% April forecast

30 August 1st
+ "Reciprocal" tariffs
25 +50% Copper

20 Current \,
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Source: J.P. Morgan Global Economics, using trade basket weights.

%-pt change in GDP through 2026
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0 M Tariffs M Trade policy uncertainty
. ' . =13
Tariffs and trade policy uncertainty could

have a negative impact on U.S. and 1.2
global GDP through 2026.

United States Euro area China World

Source: IMF, J.P. Morgan
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Value creation and competitive advantage

Challenges
Customers buy Value Ma'rke.t disruption:
o : Shifts in the way
from a company- Creation value is created

Capability
Investors invest " disruption: Erosion
i ) HelmERllvE of competitive
n a company: Advantage advantage through

market entry from
outside the industry
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Life expectancy of firms in years
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1975

2005

Nokia CEO ended his speech saying this
“we didn’t do anything wrong, but
somehow, we lost”.

[NCIal

2015
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Strategy is:
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‘Strategy can be viewed as building defenses against the
competitive forces or finding a position in the industry where

the forces are weakest’
Porter (2008), p. 85

‘..the determination of the long-run goals and objectives of an
enterprise and the adoption of courses of action and the
allocation of resource necessary for carrying out these goals’

Chandler (1963), p. 13

‘... a pattern in a stream of decisions’

Mintzberg (2007), p. 3
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Strategy is:

scope m
stakeholdg?

environments | &3 .
longcompetenceschanging
direction Sconfiguration
expectations ‘Sadvantageaim
= fulfilling
resources

leves
rategy

organi

“Strategy is the direction and scope of
an organization over the long term,
which achieves advantage in a
changing environment through its
configuration of resources and
competences with the aim of fulfilling

stakeholder expectations” (ohnson etal., 2008,
p. 3)
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Strategies for tomorrow

Horizon 3 > create viable options
Profit
m 2 > build emerging businesses

Horizon 1 > extend and defend core business

\

Time (years)

Note:

‘profit” on the vertical axis can be replaced by non-profit objectives;
‘business’ can refer to any set of activities;

‘time” can refer to a varying number of years.

Source: M. Baghai, S. Coley and D. While, The Alchemy of Growth, 2000, Texere Publishers: Figure 1.1, p. 5
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D

. . Operational .
Financial Management [«—» P <«—>| Strategic Management
Management
Purpose Assuring liquidity Reasonable returns Ensuring long-term success
Core criterion Liquidity < Success < Success Factors
Main information Revenue / costs Expense / returns Market position
Source of information Accounting Balance Sheet/ External aqd mternall audit
Cash Flow Statement Portfolio analysis
Short-term
> medium
»> Long-term
oo, Sources: Johnson, Scholes & Whittington (2008)
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Strategy as support for making decisions

Strategic decisions are about:

® The long-term direction of an organisation

® The scope of an organisation’s activities

e Gaining advantage over competitors

® Addressing changes in the business environment
@ Building on resources and competences (capability)
@ Values and expectations of stakeholders

Therefore they are likely to:

@ Be complex in nature

® Be made in situations of uncertainty

e Affect operational decisions

@ Require an integrated approach (both inside and outside an organisation)
@ Involve considerable change

Sources: Johnson, Scholes & Whittington (2008)
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Two compelling questions

Strategies that lead to value
creation and competitive
advantage require two
choices....
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...where should we compete?

Profitability of Selected U.S. Industries
Average ROIC, 1992-2006

Security Brokers and Dealers I 40.9%

37.6%

Soft Drinks
Prepackaged Software NN 37.6%
Pharmaceuticals 31.7%
Perfume, Cosmetics, Toiletries [N 28.6%
Advertising Agencies 27.3%
Distilled Spirits [N 26.4%
Semiconductors 21.3%

Medical Instruments [N 21.0%

Men’s and Boys’ Clothing 19.5%

Tires NN 19.5%

Household Appliances 19.2%

Malt Beverages NN 19.0%

Child Day Care Services 17.6%

Household Furniture [N 17.0%

Drug Stores 16.5%
Grocery Stores NN 16.0%
15.6%

Iron and Steel Foundries

Cookies and Crackers [N 15.4%

Maobile Homes 15.0% Average industry
Wine and Brandy [N 13.9% 14.9%
13.8%

Bakery Products
Engines and Turbines N 13.7%

Book Publishing 13.4%
Laboratory Equipment [N 13.4%
Qil and Gas Machinery 12.6%

Soft Drink Bottling [N 11.7%

Knitting Mills 10.5%
Hotels NN 10.4%
5.9%

Catalog, Mail-Order Houses
Airlines [ 5.9%

ROIC inthe U.S.

Supplier
Power

New
entrants

Buyer

Riy Power

Substitute
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How should we compete?

Average Profit
Price

Average Player Cost Leader Differentiator

\m easyHotel.com ea
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TASK

* Choose a business among the following: Satispay, LEGO, Ferrero, Unilever,
Apple, BYD, Progetto ARCA, WWEF (you can also propose a different one)

* Answer for them the following questions: «Where should we compete?» and
«How should we compete?»
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Strategic fit

“Fit” Markets

Purpose

Rivals

Resources

and  The Firm
Capabilities

Customers

Structure
and

Sy Suppliers

Grant (2019)
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Challenge 1

|dentifying
key strategic
iIssues

Purpose Markets

Rivals

Resources

and The Firm
Capabilities

Customers

Structure
and

i Suppliers
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Challenge 2

Purpose

Resources

and

The Firm

Capabilities

uuuuuuuuu
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Halalka s

Structure
and
Systems
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Markets

Rivals

Customers

Suppliers

Reconciling
different

stakeholder
expectations
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Next week

—

“Fit” Markets

Purpose

Rivals

R The Firm “ Strategy “ Environment

Capabilities

Customers

Structure
and

Sy Suppliers

Grant (2019)
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