Strategic Management of Diageo Company 3
	
[image: ]
Strategic Management of Diageo Company

Denis Nedzhmiev
ID: 2029363







[bookmark: _GoBack]



Table of Contents
Introduction	3
Company Background	3
Key Business and Corporate Strategies Identification (Strategic Choice)	4
Porter's Generic Strategies	5
Ansoff Matrix Application	7
Resources and Capabilities Analysis (Alignment with Strategy)	8
Porter’s Value Chain Analysis	9
VRIO Analysis	11
Evaluating Strategy in Action	12
SAF (Suitability, acceptability and Feasibility) framework	12
Strategies Execution	12
Sustainability Efforts Evaluation	13
Diageo’s Sustainability Efforts	13
Sustainability Goals Identification and Evaluation	14
Conclusion	15
References	16









[bookmark: _gjdgxs]Introduction 
Rapid changes in customer expectations, technology, markets, and societies have intensified competition in global industries. Wise managers have adopted effective strategic management processes in protecting their companies from growing competition pressure in their industries. Notably, strategic management represents managerial decisions and activities that help in improving the performance and competitiveness of modern businesses (Lynch, 2015; Hill et al., 2017). The management approach creates organised resource development in functional areas like HRM, finance, marketing, production, and technological adoption. Managers are expected to choose the right tools for strategic analysis, action plan development, and decision-making to promote business success (Grant, 2018). The strategic management procedure for modern businesses comprises elements like strategic position determination, strategic evaluation, and strategy implementation. Specifically, Diageo beverage company has depended on effective strategic management processes in optimising its competitiveness and profitability in the global beverage industry. Today, Diageo’s success demonstrates the significance of strategic management processes in modern multinational companies. 
[bookmark: _30j0zll]Company Background
Diageo is a London-based multinational beverage company that produces and sells alcoholic beverages like wine, whisky, and beer. The multinational company offers these products under brand names like Ketel One vodka, J&B, Casamigos, Tanqueray, Crown Royal, Guinness, Bushmills and Buchanan's whiskies, Jose Cuervo, Signature, Captain Morgan, Johnnie Walker, Baileys, Ciroc, Smirnoff, and Windsor (CNBC, 2023; Diageo, 2023). Diageo distributes these diverse products through distributors, third-party distributors, brokers, retailers, joint venture arrangements, and wholesalers. The company’s geographical segments include Africa, the Caribbean and North America, Asia Pacific, North America, Turkey and Europe. Currently, Diageo owns over 200 brands, operates around 140 production facilities, employs approximately 30,269 people, and earns roughly 4.4 billion in annual profits (Conway, 2023; GlobalData Plc, 2023). The British beverage company has depended on sustainability, branding, partnership, innovation, and quality optimisation techniques in maintaining a leadership role in the global beverage industry. Generally, the company showcases the need for effective strategic management procedures in establishing dominant brands and businesses in globalised business environments. 
[image: Diageo invites agencies to pitch for £2bn media business | Marketing Edge  Magazine]
Diageo Products (Robinson, 2018)
[bookmark: _1fob9te]Key Business and Corporate Strategies Identification (Strategic Choice)
Strategic choice represents the management decision that determines the future processes and performance of a business organization. The decision-making process enables management teams to select a grand strategy that best suits organisational objectives and goals (Barney & Hesterly, 2015). Factors that influence the strategic choice of a business organization include competitors’ reactions, time constraints, information constraints, preferences, values, and environmental constraints. The grand strategy selection in businesses involves steps like alternative identification, strategic alternatives evaluation, and appropriate strategy adoption. Strategic choices for multinational companies like Diageo are categorized into business-level and corporate-level strategies (Whittington et al., 2020). The corporate-level strategy represents the decision-making process regarding the overall organisational scope and direction, resource allocation, and product diversification. Conversely, business-level strategy entails selecting procedures for organisational competitiveness optimisation, including resource allocation, marketing, service/product differentiation, and pricing. In this case, Porter's generic strategies and the Ansoff Matrix provide comprehensive information about the grand strategic choice for Diageo. 
[bookmark: _3znysh7]Porter's Generic Strategies
Porter's generic strategies provide in-depth and detailed information about Diageo’s position in the global beverage market. The framework considers that competitiveness optimisation entails adopting defensive or offensive actions to maintain a strong position in the market. Generic strategies that enable multinational companies to overcome competition pressure in the market include focus strategy, differentiation strategy, and cost leadership (Islami et al., 2020). The cost leadership strategy involved finding and capitalising on resources like human capital, proprietary technology, and raw materials reducing operating costs and commanding prices in the market. Particularly, Diageo depends on strategies like suppliers’ diversification, effective supply chain management, digital marketing, effective raw material sourcing, and economies of scale pursuit in reducing its operating cost. For instance, the digital marketing tactic enables the company to void the huge costs of utilising conventional marketing tools like newspapers, television, and radio. Multiple manufacturing sites and global operation offers Diageo economies of scale, which allows it to set competitive prices without reducing its profit margin. 
Product differentiation enables Diageo to maintain a unique identity in the beverage market and create value for its clients. The differentiation strategy enables the UK-based company to make its products more attractive than those of its competitors, including Constellation Brands, Molson Coors, Brown-Forman, and Pernod Ricard. Providing products that clients consider important and useful enables the beverage company to assume a unique position in the industry. The company considers that providing unique products reinforces its premium pricing strategy for brands. The strategy supports Diageo in reaching loyal clients who demonstrate a willingness to purchase its products at relatively high prices. Currently, Diageo provides alcoholic brands that satisfy clients’ demand for high quality, uniquely flavoured, and luxury brands like 21Seeds flavoured tequila, Johnnie Walker, Captain Morgan, Aviation American Gin, and Windsor (Diageo, 2023, a). The multinational beverage company supports its differentiation strategy using tactics like product quality optimisation, effective R&D programs, innovation, and digital marketing. 
The focus strategy for Diageo company combines differentiation and cost focus strategy for addressing the competition pressure in the global beverage industry. The differentiation focus supports the multinational company in providing competitive and unique brands in target market segments (Islami et al., 2020). The business organisation accomplishes this goal by comprehending market dynamics, concentrating on specific niches, and addressing unique clients’ needs. The London-based beverage company accomplishes differentiation by stressing product design, size, and taste that meet clients’ requirements. The company also modifies packaging materials, product designs, and branding strategies constantly to address changes in consumer preferences and tastes. Similarly, the cost-focus strategy supports the company in exploiting opportunities created by cost behaviours in specific market segments. For example, Diageo utilises quality maximisation and price reduction techniques in optimising value for client’s money in specific market segments. Still, the company provides premium plus brands to satisfy clients with a taste for expensive and classy whisky brands. 
[bookmark: _2et92p0]Ansoff Matrix Application 
The Ansoff matrix is an effective tool for illustrating Diageo’s strategic direction in the globalized alcoholic beverage market. The matrix provides different strategic choices for organisations, including diversification, market development, market penetration, and product development (Clarissia, 2020). The analysis proves the London-based company utilises these strategies in maintaining continuous growth and competitiveness in the global beverage market. First, market penetration tactic that supports operational and growth processes for the company includes competitive pricing, reduced operational cost, effective marketing, effective supply chain management, competitors’ acquisition, and strategic partnerships. Effective SCM strategy enables the multinational company to improve its distribution process and optimise its production capacity. Strategic partnerships and competitors’ acquisitions help in hastening the company’s expansion through improved access to target consumer groups, distribution channels, and suppliers. Second, Diageo relies on product development in pursuing continuous expansion goals (Da Silva Lopes, 2015). The British beverage company utilises different strategies in driving product development, namely existing product modification, research and development, and launching new products. For instance, product improvement and modifications support the company in offering clients improved products. The research and development procedure supports the company in improving product quality and creating new products.  
Third, the London-based multinational company utilises the market development strategy in offering existing products to clients in new markets. Today, the company views market development as an important growth and competitiveness optimisation tactic for the current century. Therefore, the company utilises different strategies in driving market development, including regional expansion, R&D, and marketing. Investment in the R&D program supports Diageo in identifying new consumer segments and new markets for its alcoholic beverages. The regional expansion strategy supports the business in reaching new consumer segments and increasing its market share. Digital marketing supports the business in creating brand and product awareness in new markets globally. Finally, the company utilises the diversification strategy in improving its competitiveness and innovation, which enables it to maintain relevance in consumer markets. Various product diversification strategies that enable the company to maintain dominance in the global market include horizontal diversification and vertical diversification. 
[bookmark: _tyjcwt]Resources and Capabilities Analysis (Alignment with Strategy)
Resources and capabilities are essential elements for strategy development and implementation in business organisations. Management teams are expected to develop proper strategies for capabilities and resource deployment in facilitating long-term goal accomplishment. The resource-based theory indicates that businesses capitalise on strategic resources in optimising their competitiveness in the market. Essentially, strategic resources for organisational competitiveness are categorised into intangible and tangible groups. Tangible resources represent organisational resources that can be quantified, touched, and seen, including cash, materials, equipment, supplies, plant, facilities, and infrastructure. On the contrary, intangible resources refer to organisational resources that are invisible and non-quantifiable. Organisational capabilities represent leadership, routines, brand reputation, management, intellectual property, technology, and skills that enable businesses to achieve competitiveness in the market. Today, Diageo capitalises on its resources and capabilities in pursuing its long-term profitability and competitiveness goals. 
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Diageo Infrastructure (RTE, 2017)
[bookmark: _3dy6vkm]Porter’s Value Chain Analysis 
Porter’s Value Chain Analysis is an effective value chain and value system analysis tool for modern businesses. The value chain analysis procedure supports businesses in scrutinising various organisational activities that facilitate milestones and long-term goal accomplishment. Various value chain activities that must be aligned with Diageo’s goals are placed into secondary/support and primary categories. Primary activities involved in transforming inputs into outputs in this company are customer service, R&D, sales and marketing, and production. Various operational activities involved in transforming raw materials into finished products include testing, assembly, equipment repair, packing, and machining (Islami et al., 2020). Improving operational processes helps in optimising competitiveness, maximising, and improving productivity for Diageo, which increases its sales volume. Similarly, investment sales and marketing activities allow the company to popularise its products and brands in different markets internationally. Diageo relies on its R&D program in discovering lucrative markets, create high-quality products, and develop innovative solutions for its operational problems. Diageo further depends on post-sale and pre-sale services in attracting clients and maintain a huge loyal customer base. 
Secondary activities play an essential role in supporting and coordinating primary activities in the London-based multinational company. Supporting activities for primary activities in the organisational value chain include human resources, firm infrastructure, logistics, and information systems management. The firm infrastructure management features activities like strategic management, legal matters handling, strategic planning, financing, accounting, and quality management. Proper infrastructure management procedures can support Diageo in improving the value of its entire supply chain. Likewise, effective HRM procedures can enable the company to capitalise on its workforce in optimising its competitiveness. The UK-based company has also integrated advanced technologies with its HRM, marketing, distribution, and production processes to improve its overall performance (Johnson et al., 2017). Analysis indicates that investment in IT solutions supports this company in streamlining its operations and reducing its operational costs. Logistic management facilitates finished products’ transportation from the company to the destination point. The business organisation utilises a logistic systems design that facilitates process optimisation, differentiation basis set-up, and value addition. 
[bookmark: _1t3h5sf]VRIO Analysis
The VRIO analysis tool enables analysts to determine whether internal organisational capabilities and resources offer a competitive advantage. The strategic analysis tool proves that investment in well-organised, inimitable, rare, and highly valuable resources helps in improving an organisation’s position in the market (Murcia et al., 2022). First, a resource is considered valuable if its exploitation in businesses provides benefits like cost advantage, increased market share, and competitive advantage. Highly valuable resources that offer Diageo a competitive advantage in the beverage market include monetary assets, human resources, and superior brands. Second, rarity represents the unavailability of a specific resource to competitors in the market, which gives the owner a competitive advantage. For instance, whisky brands with unique production processes and flavour profiles offer Diageo a competitive advantage in the globalised beverage market. 
Third, inimitability indicates that a specific organisational resource cannot be copied easily, which offers the owner a competitive advantage. Dominant companies are specific markets that control resources that are expensive and difficult to acquire/imitate. Investing in inimitable resources enables business organisations to achieve long-term competitive advantage within their particular industries. Diageo’s capacity to produce inimitable Scotch whisky brands enables it to maintain dominance in the modern beverage market. Finally, proper organisation of financial resources and assets improves Diageo’s capacity to handle threats and seize opportunities. Nonetheless, slightly inefficient demonstrates the need for reorganisation to improve the company’s capacity to create effective licensing agreements with potential associates. 
[bookmark: _4d34og8]Evaluating Strategy in Action
[bookmark: _2s8eyo1]SAF (Suitability, acceptability and Feasibility) framework
SAF is an effective framework for evaluating the implementation process for corporate and business strategies in organisations. Specifically, the assessment enables management teams to determine the success of strategy implementation in improving organisational competitiveness. Three SAF criteria for evaluating strategy implementation success in organisations are feasibility, acceptability, and suitability (Sekhon et al. 2017). Suitability in the SAF model helps in determining the extent of a specific strategy’s alignment with organisational objectives and goals. The assessment criterion helps in determining the effectiveness of a selected strategy in addressing important threats and opportunities. The acceptability criterion assesses stakeholder reactions, risk, and return associated with a specific business strategy. For example, the criterion determines whether a specific strategy is ethically and culturally suitable for specific populations concerning their values and perspectives. Finally, the feasibility criterion provides details about the practicality of a certain strategy.  
[bookmark: _17dp8vu]Strategies Execution 
	Success Strategy Selection

	Strategy
	Acceptability
	Feasibility
	Suitability
	Reject/Accept

	1. 
	Supply chain expansion would help in optimising Diageo’s competitiveness.
	Diageo can capitalise on its financial resources in supporting the implementation process of its plan. 
	Investors and governments would support the implementation process for the new business strategy.
	Accept

	2. 
	The business policy will support the company in attracting customers and penetrating new markets. 
	The policy can only be effective in a situation where the company acquires several competitors. 
	Stakeholders like investors cannot comprehend the benefits of the new business policy.
	Reject

	3. 
	Diageo should acquire luxury brands like Absolute and Nemiroff to improve its profitability and maximise its revenues. 
	The targeted companies for acquisition are financially stable and would demand more excessive amount of money from Diageo during the acquisition, which makes this project not worthwhile for implementation. 
	Stakeholder may reject the proposed strategic plan due to its negative impact on Diageo’s coverage.
	Reject



[bookmark: _3rdcrjn]Sustainability Efforts Evaluation 
[bookmark: _26in1rg]Diageo’s Sustainability Efforts
Diageo’s management understands that investment in environmental sustainability programs can help in optimising organisational profitability and competitiveness. In this regard, the management team has implemented multiple initiatives to promote its adherence to existing environmental sustainability policies (Fogel, 2016). The holistic approach has helped in promoting environmental sustainability across its value chain. Various environmental sustainability initiatives for Diageo in the current century include water preservation, carbon emission reduction, packaging material reinvention, waste reduction, waste recycling and reuse, and transparency in carbon footprint reporting. For instance, the company implemented strategies for promoting efficiency in water usage in its production facilities globally (Diageo, 2023, b). The company has collaborated with governments, organisations, and communities in implementing a water stewardship program that can promote water availability and accessibility (Diageo, 2023, b). Diageo relies on renewable energy sources and energy-efficient appliances in reducing carbon emissions into the atmosphere, which demonstrates its commitment to preventing climate change. The UK-based company reduces the environmental impact of its solid waste through the packaging of its products in recyclable and reusable materials (Diageo, 2011). The company has accomplished this solid waste reduction goal by reinvesting its packaging materials through its DSS (Diageo Sustainable Solutions) program. 
[bookmark: _lnxbz9]Sustainability Goals Identification and Evaluation
Diageo set different environmental sustainability goals under its current DSS initiative. The company’s 2030 environmental sustainability goals cover areas like co-friendly packaging materials usage, water conservation, energy-efficient processes, and renewable energy utilisation. Specifically, the company focuses on making 100% of its packaging materials reusable and recyclable to minimise solid waste release to the environment (Diageo, 2023, c). The business will accomplish this objective by packaging its products in plastic bottles. Similarly, the multinational beverage company focuses on reducing its greenhouse gas emission rate through investment in energy-efficient equipment and renewable energy sources. The company intends to adopt 100% renewable energy sources to achieve its net zero carbon goal (Diageo, 2023, c). Diageo intends to reduce its water consumption rate by around 40% through the implementation of water-efficient solutions (Diageo, 2023, c). The company will fund WASH programs to promote access to promote vulnerable communities’ access to safe drinking water. The business has adopted the grain-to-glass approach in promoting freshwater access to communities, supporting water-efficient farming, and protecting crucial watersheds. 
[bookmark: _35nkun2]Conclusion
The changes in consumer tastes, technologies, and market conditions have exposed companies to intense competition pressure. The situation has forced management teams to develop and implement strategies for optimising their competitiveness in the global market. Specifically, Diageo has implemented different strategies in enhancing its profitability and competitiveness in the international beverage market. The company uses Porter's generic strategies (focus strategy, differentiation strategy, and cost leadership) in informing its strategy choices. The Ansoff matrix indicates that the company depends on strategies like diversification, market development, market penetration, and product development in promoting its continuous growth. Based on Porter’s Value Chain Analysis, the company has effectively aligned its value chain activities with its long-term and short-term goals. VRIO analysis tool indicates that the capacity to maintain well-organised, inimitable, rare, and highly valuable resources has helped in protecting Diageo’s dominant position in the global beverage market. Furthermore, Diageo has continuously improved its environmental sustainability program to prevent climate change and promote stakeholders’ welfare.
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