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Strategy — Business Seminar

Learning Objeclives

) Why does strategy matter? A 1

) Strategic management process

) Strategic competitiveness and
analysis
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He have 15 years of experience in
different medical roles and functions in P = R
multinational pharma companies. R\
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Hugo is also author of several publications, "H{!' o
posters and oral communications in national ==& !F
and international congresses because of his
contribution in real world studies and
scientific initiatives.

He’s a passionate about science, human
health and people development”.
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The Strategic Management Process
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Why is Strategy so important in
Organizations....”




1.Thinking Strategically...
.

« A.COMPETE TO BE THE BEST... «B.COMPETE TO BE UNIQUE...

m) ..There is no better way to compete...

) The worst mistake in strategy is to compete with rivals on the
same dimensions...
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“What Strategy Really Is?”
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1.2. What Strategy Really is...

Strategy is... And...

= Policy designed to

. ; Or overall aim....
achieve a major...

...Is Plan to create The way a company plans to
Value ... create that value...

Is about looking

forwa_rd, seeing and How much value do we create?
planning for the

future....

SSSSSSSSSSSSSSSSSS



1.Thinking Strategically...

Strategy is Different from Aspirations
“Our strategy is to be number 1 or number 2...” —
“Our strategy is to grow...”

e Strategy is More than Specific Actions

“Our strategy is to merge different departments;
services...” —

“Our strategy is to cut costs...”

e Strategy is Not the Same as Mission and Values
“Our strategy is to serve our patients, clients and
communities, holding to the highest standards of
integrity...”

The first important breakthrough came in Michael E. Porter's book Competitive Strategy: Techniques for Analyzing Industries and Competitors,
(Free Press, 1980)



» Strategy | Tactics | Operations

*Strategy defines your long-term goals and
how you’re planning to achieve them. Your
strategy gives you the path you need toward
achieving your organization’s mission.

*Tactics are much more concrete and are
often oriented toward smaller steps and a
shorter time frame along the way. They're
also called “initiatives.”

» Operations - actions and decisions made by
managers and members of a business that affect the
production, distribution, service, management,
needed for a company to function — this requires
the use of resources and assets.



sStrategy IS the set of long-term choices an
organization makes to distinquish itself from its
competitors...

»Strategy defines a company's distinctive approach
to competing...

=...and the competitive advantages on which it will
build...

= “What is my competitive advantage?”

Apple competitive advantage?

Michael Porter, Harvard Business School

NOVA

NOVA SCHOOL OF
BUSINESS & ECONOMICS
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*How does the organization create
competitive advantage?

Michael Porter, Harvard Business School

The first important breakthrough came in Michael E. Porter’s book
Competitive Strategy: Techniques for Analyzing Industries and
Competitors, (Free Press, 1980)
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=How does an organization create a competitive advantage?

.- if it's able to sustain stronger performance
than its competitors,

= |.e., ifit's able to generate profits.

The first important breakthrough came in Michael E. Porter’s book
Competitive Strategy: Techniques for Analyzing Industries and
Michael Porter, Harvard Business School Competitors, (Free Press, 1980)
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A competitive advantage is fundamental for a strong performance, but
what happens when it becomes a core rigidity?

In 1998, Netflix was on online DVD rental company. Customers
could subscribe and have unlimited access to DVDs which would
be sent to their house. In 2007, after internet speed started to
allow users to watch movies in digital formats, the company
launched its streaming services. Netflix was able to update its
activities in order to stay relevant, after its initial source of
competitive advantage was no longer attractive.

Kodak, once a market leader in analog photography, was not
able to update its competitive advantage. Despite being
aware of the emergence of digital photography, Kodak stuck with
its competences on analog, which, eventually, became a core
rigidity.

Firms should continuously evaluate and update their sources of competitive advantage!

NNNNN
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COMPETITIVE ADVANTAGE AND VALUE

Primary Activities

I . Operations, Outbound ,  Marketing & After-
: ' ¢ logistics i . Sales
: (e.g., i Service
d d : .g., Sal :
Pri _(e.g., . i Assemble, : (e.g., Order l(:eg ales
rimary incoming - e,
P . . Component : Processing ' pomotion . (€9
Activities material Fabrication, Warehousing, Advertising Installation M
storagg, data ! Branch . Report ., Proposal . Customer a value
collection, E?Operations) - Preparation)  \yriting, Web - Support,
service,  site) Egompl)la_unt r ' .
customer ERgzZil:)tlon’ g "What is the final
aCefrAvInfrastructure i consumer willing
(e.g., Financing, Planning, Investor Relations) n / to pay?"
Human Resource Management
Support (e.g., Recruiting Training, Compensation System)
Activities

Technology Development
(e.g., Product Design, Testing, Process Design, Material Research, Market

Besearch
rocurement

(e.g., Components,Machinery, Advertising, Services)

The value chain is the set of activities involved in delivering
16 value to the client; the strategy is reflected in the choices about
how the activities are linked together."
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1.2. Strategy NQVA

BUSINESS & ECONOMICS

» To do that we need strategic action
plans...

Action plans include determining...

"Examples?

0 FILIPA BREIA FONSECA CONFIDENTIAL AND P




1.2. To do that, we need action plans...

Actions Plans include determining:
1.Which product market to
enter;

2. Which international markets
to enter;

3.How to position the firm in its
chosen markets;

4.How to deal with competition;
5.Whether to form partnerships
with other firms
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Examples...

asoS

“To become the number 1 fashion destination amazoncom

for 20-somethings globally.”

“to be Earth’s most customer-centric company, where
customers can find and discover anything they
The might want to buy online, and endeavors to offer its

customers the lowest possible prices.”
@act D% P P

p

Company

“To be one of the world’s leading producers and
providers of entertainment and information, using
its portfolio of brands to differentiate its content,
services and consumer products.”

“To be a community dedicated to the
development of talent and knowledge
that impacts the world”

NOVA

NOVA SCHOOL OF
BUSINESS & ECONOMICS
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1.2. Different authors have different definitions for ... what is Strategy...

=Strategy is as much about deciding
what not to do as it is about deciding
what to do (Michael Porter)

The first important breakthrough came in Michael E.
Porter’s book Competitive Strategy: Techniques for
Analyzing Industries and Competitors

(Free Press, 1980)

AYYL3RdO¥d ANV TVILNIAIINOD ¥DISNOH VIS VdII4 0202 @

Michael Porter



https://www.youtube.com/watch?v=ibrxIP0H84M&feature=related

1.3.Strategy Basic Concepts... N2VA

SSSSSSSSSSSSSSSSSS

1.1. Strategy Basic =Business-level Strategy
Concepts B  .Competitive Strategy
=Corporate Strategy

*|nternational Strategy



1.Strategy Basic Concepts... N2VA

SSSSSSSSSSSSSSSSSS

"Business Level Strategy: How to compete/position the firm in each
product market

=Competitive Strategy: actions and responses to competition

=»Corporate Strategy: expand scope of the firm, in terms of products or
geographic markets

="International Strategy: how to expand and compete across borders



4.International Strategy

Pick an industry in a
country....

Companies that nowadays
are very attractive in terms
of international/ global
strategy... Why?
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Sum up: Hierarchy of Strategies \ P
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Key Strategic Decisions Factors Relevant to Strategy

24

Corporate
Strategy

Business
Strategy

Functional
Strategy

What business to be in?

What to acquire and divest?
How to allocate cash?

How to coordinate businesses?

objectives?
How to compete? |
How to coordinate

Economic environment
Social and political
environment

Company values and ethics

Customer/market dynamics
Competitor activity
Technology dynamics
Financial constraints

How to contribute to the strategic
objectives?

How to manage resources?
Which performance priorities to
define?

Skills of function’s staff
Recent performance of the
function

Organization of the function

AYYL31dO¥d ANV TVILNIAIINOD ¥DISNOH VI3Hg VdIl4 0202 @



2. Performance Drivers...

2. Strategic
Positioning

Derived from competitive strategies, increasing the perceived value or
reducing the cost of a given service.




1.3. Objectives of The Company N2VA

SSSSSSSSSSSSSSSSSS

Strategy Is aimed at achieving
some goals or objectives.

.
=X

But which ones....?
1.Make a Profit (beneflt/advantage\ |
2.Create Value

For whom?
3.Stakeholders



1.4. Stakeholders NOVA
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*A stakeholder refers to persons or groups that affect, or are
affected by, an organization’s decisions, policies, and
operations

*A stake Is an interest in—or claim on—an organization



Stakeholders

28

Government

* Conformance to legal
requirements

* Contribution to economy

‘Society’

* Minimize negative effects from
the operation (noise, traffic, etc.)

* Maximize positive effects (jobs,
local sponsorship, etc.)

Shareholders

* Return on investment
* Stability of earnings

* Liquidity of investment

Suppliers

* Early notice of
requirements
* Long-term orders
* Fair price
* On-time payment

Top management

* Acceptable profit
¢ Return on investment
* Low risk of failure
« Future innovation

Staff

* Fair wages
* Good working conditions
* Personal/career development

Staff representative bodies

* Conformance with national agreements

* Consultation

Customers
* Acceptable price
* Good service

* Quality offerings

Lobby groups

activities with whatever the
groups are promoting

* Alignment of the organization’s

Regulatory bodies

* Conformance to regulations
* Feedback on effectiveness of
regulations




Department of Health N 2VA
1.4. Stakeholders

Regulations

National Institute
for Health and

Care Excellence

. Innovation, health and wealth

National organisations - - - Main innovation connections

Health
Research

Authority Care and Quality

Local organisations Commission . .
""""" Supporting providers of care

. Safeguarding Patients' Interests

Public health

services

Community
services

. Improving public health
. Provide care

Mental PUb'IC and
=l patients

Public Health Parliament
England

Secretary of State

Education
Outcomes
Framework

Monitor



1.4. Stakeholder Prioritization A s

Many firms
focus on

three main
stakeholder
groups:

What do you think of this order of prioritizing?



Strategy
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2. Planning and Strategic Management Process

1. Analysis of the company's strateqgic position and
formulation of strateqic plans;

N

A
2. Organization and strategy imTjem ntati@n...

P AT

T




2.1.External and internal analyses complement each other. Both are
vital in developing strategies that will get your business off the ground.
Why?

1. External 2. Internal

Analysis Analysis

OOOOOOOOOOOO
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Strategy

2.1. Strategic Planning

2.2.2.Internal
Perspective

2.1.1.External Perspective

A.External factors that ‘ ‘
Influence the company ANALYSIS

!

B.Industry | |
attractiveness IDENTIFIICATION
FORMULATION |

C. Strategies that are
adequate to the
environment




2.2. External Analysis or Industry Analysis

« Understand how the market structure
influences competition, which in turn
contributes to the industry’s profitability.

« Evaluate the industry’s atractiveness.

 Predict future profitability considering
possible changes in the industry structure.

« Formulate strategies that could change the
industry structure in order to increases its
profitability.

» Identify key success factors.

o Competition: dynamic market condition which stimulates rivalry between
N> VA companies for scarce resources, so that each one maximizes profit, by
e omies combining prices, product quality and organizational structure.



2! Strategic Analysis

35



2.2. PEST Analysis NZ2VA

ssssssssssssssssss

The PEST framework contributes to explaining the former, characterizing the
macro-environment in which the company operates.

Political factors describe the Government influence over economic
activities, either in terms of economic interventionism (investment incentives,
fiscal policy, labour law, environmental law, trade agreements, or direct public
Investment in specific industries (healthcare, education, energy).

Economic factors have a clear impact in managerial decisions and are
usually represented by economic growth, exchange rates or inflation.

Social factors, representing preferences and tastes, demographic factors
(age, gender, employment, birth, ageing, social/hierarchy) and numerous
factors contributing to the definition of culture and’social values.

Technological factors corresponding to innovation and the development
of new technical processes, methods or skills that may influence how
companies compete.



Table 2.1 The General Environment: Segments and Elements

Demographic segment + Population size « Ethnic mix
+ Age structure + Income distribution
» Geographic distribution

Economic segment + Inflation rates « Personal savings rate
+ Interest rates « Business savings rates
+ Trade deficits or surpluses « Gross domestic product
» Budget deficits or surpluses
Political/Legal segment «  Antitrust laws « Labor training laws
«  Taxation laws + Educational philosophies and policies

» Deregulation philosophies

Sociocultural segment « Women in the workforce « Shifts in work and career preferences
« Workforce diversity « Shifts in preferences regarding product and
« Attitudes about the quality of work life service characteristics
Technological segment » Product innovations + Focus of private and government-supported
Applications of knowledge R&D expenditures
New communication technologies
Global segment » Important political events » NMNewly industrialized countries
« Critical global markets « Different cultural and institutional attributes
Sustainable physical « Energy consumption « Availability of water as a resource
environment segment « Practices used to develop energy sources « Producing environmentally friendly products
+ Renewable energy efforts » Reacting to natural or man-made disasters

Minimizing a firm's environmental footprint

NOVA

NOVA SCHOOL OF
BUSINESS & ECONOMICS



3.0rganizacional Strategy ...

What is the main
objective in the

Porter Five Forces

Analysis?

Porter Five Forces

A Threat of
') newentrants 4
\

Rivalry among 4 Bargaining power
competing firms N of suppliers

Threat of Bargaining power

of buyers

substitute products




3.0rganizacional Strategy

A. Part of the strategy is
to drive a positive
transformation in the
organization's structure

Threat of {
5 newentrants &

Rivalry among Bargaining power
competing firms of suppliers

B. Find a position in an

. Threat of Bargaining power
industry where the gubiituce praciocts of buyers
organization can defend it
against competitive forces
influence them in its favo




Industry’s Profitability - Porter’s 5 Forces

Intensity of

Suppliers Rivalry

Substitute and
Complementary
Goods

The underlying principles of strategy are enduring, regardless of technology or the pace of change.



Industry’s Profitability - Porter’s 5 Forces

Suppliers Power

Intensity of Rivalry
* Market structure and supplier concentration

*  Market structure and market concentration

*  Product homogeneity or differentiation *  Price sensitivity

* Threat of forward integration relative to threat

* Excess capacity
of backward integration

* Switching Costs (for clients)

*  Cost structures NeW
* Availability of information on sales Entrants

* Demands cyclicality

Substitute and Complementary

Goods

Buye s * Number and similarity of
substitutes

* Propensity to substitute

*  Price of substitutes

Intensity of

Suppliers Rivalry

Barriers to Entry Substitute and

* Capital Need:s Complementar
* Scale and scope economies y Goods

*  Access to Raw materials

* Regulatory policies, patents Buyers Power
* Brand and reputation * Market structure and client
* Retaliation concentration

* Price sensitivity
* Ability to backward integrate

NOVA

NOVA SCHOOL OF
BUSINESS & ECONOMICS
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2.4. Strategic Analysis

2.4. Internal Analysis, or firm analysis

2.4.1 Competitive Advantage
2.4.2. Resource-Based View

42



Strategy

2.1. Strategic Planning

2.2.2.Internal
Perspective

2.1.1.External Perspective

A.External factors that ‘ ‘
Influence the company ANALYSIS

| ‘ B.Features that give a
attractiveness IDENTIFICATION competitive ?dvantage
1 over competitors

A.SWOT ANALYSIS

B.Industry

C.Strategies based on the
competitive advantages
of the company and the
industries to which they
are suited /VRIO

FORMULATION

C.Strategies that are
adequate to the
epvironment



Strategy and Internal and External Analysis

S W

Strengths Weaknesses

O T

Opportunities Threats
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2.4. Internal Analysis or Firm Analysis NOVA

OOOOOOOOOOOO
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3.1. Competitive Advantage: The company has a competitive advantage if it
can sustain a stronger performance than its competitors, i.e., able to generate
profits

3.2. Resource-Based View: After considering the average profitability of the
industry, companies should also discuss their positioning within the industry,
to boost their profitability.

If resources satisfy the VRIO characteristics (valuable, rare, difficult to imitate
and organized to exploit) or the market test provided by Collins &
Montgomery (2005) the sustainability of its competitive advantage will be
more likely.




3.Strategic Vision Based on Resources

Resources: After considering the average
profitability of the industry...

Organizations should also discuss their
positioning within the industry to increase
their profitability.

If resources meet the VRIO
characteristics—valuable, rare, difficult
to imitate, and organized to exploit—
the sustainability of their competitive
advantage will be more likely.

oooooooooooo
ssssssssssssssssss
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2.5. The Strategic Management Process o

Figure 1.1
Chapter 2
The External
Environment
-
w
EL Vision
= Mission
<  EEEEE——
Chapter 3

The Internal
Organization

Strategy Implementation

Chapter 5
Competitive
Rivalry and
Competitive
Dynamics

Chapter 11
Organizational
Structure and
Controls

Chapter 10
Corporate
Governance

Chapter 6
Corporate-
Level Strategy

Chapter 4
Business-Level
Strategy

Strategy

Chapter 7
Merger and

Chapter 8
International

Chapter 9
Cooperative

Chapter 12
Strategic

Chapter 13
Strategic

Entrepreneurship

Leadership

Acquisition
Strategies

A l l

Strategic
Competitiveness
Above-Average
Returns

Strategy

Strategy

Performance




Vision
Is a picture of what the firm
wants to be and, in broad
terms, what it wants to
ultimately achieve...

IVILNIAIINOD VIISNOL VIFHE VdII4 0207 @

Example: to make the
automobile accessible to

every American (Ford
Motor)

NOVA SCHOOL OF BUSINESS & ECONOMICS



Mission

Specifies the business in
which the company intends
to compete and the
customers it intends to serve

Example: be the best
employer for our people in
each community around the
world and deliver operational
excellence to our customers
in each of our
restaurants...McDonald's)

IVILNIAIINOD VIISNOL VIFHE VdII4 0207 @
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MiSSion ssssssssssssssssss
Specifies the business in
which the company intends

to compete and the
customers it intends to serve

APPLE?

... bring the best user
experience to customers
through innovative
hardware, software, and
services.
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4.Strategy in Nowadays Context... Challenges... NOVA

OOOOOOOOOOOO

=Globalization:

»Increased integration of world economies

»Increased flows of resources, goods and people across borders
But...increasing nationalism and protectionism

»Despite globalization, cultural, institutional, religious and
language differences persist

=>Increased opportunities for doing business across boundaries
but the challenges persist
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4.Strategy in Nowadays Context... Challenges...

*Technology and technological changes
=[nformation diffusion
*|ncreasing knowledge intensity

= Strategic thinking is essential
=Strategic flexibility is essential

" Involves coping with the uncertainty and risks

" The capacity for continuous learning and applying the new
and updated skills sets and competencies to the firm’s :
competitive advantage.
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Strategy....

Q: ONLY FEW COMPANIES GET
IT RIGHT AND EVEN LESS OF
THEM SUSTAIN THAT
POSITION IN THE LONG RUN...

WHY IS THAT?



STRATEGY — Key Take Away

1.Operationalize the analysis of the organization's strategic position and the
formulation of strategic planning;

2. Understand how organizations create, capture and preserve competitive advantage

3.The strategic management process is full of commitments, decisions, and actions
required by the organization to achieve value (that the patient is willing to pay for)

4.The process involves: analysis, resources, structure, strategy, positioning and
performance

54

5. The organization's first step will be to analyze the external and internal
environment to determine: resources, capabilities, core competencies and
leadership.
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= Could you provide an
example of a
company/industry when a
new strategy proved to be
valuable?

" Please give a brief
explanation of this example
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KET TAKE AWAYS FROM THEORETICAL CLASS o
Where tostart.... T oot

SSSSSSSSSSSSSSSSSS

=Understanding environments in which firms
operate
=Understanding industries

-Stakeholders

=0Only then can you formulate an appropriate
strategy and subsequently implement it!

56
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What Is strategy?
http://www.youtube.com/watch?v=ewyfKzYIiKIc
(Jay Barney)
http://www.youtube.com/watch?v=ibrxIPOH84M
&feature=related (Michael Porter)
https://www.youtube.com/watch?v=TD7WSLeQ
tVw (Dr Krychynski)
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