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The following report will discuss the business growth strategies implemented by Diageo, one of the largest alcohol manufacturers in the world. The report will employ frameworks and models to help understand the success of the strategies. It will provide evidence to show the data of the success. The report will be using popular frameworks such as the VRIO framework, and Ansoff matrix. Porter’s generic strategies and SAF matric to provide details of the strategies. It will also evaluate the success of the sustainable strategies implemented by the company.
Organisational Background  
Diageo Plc is a British multinational alcoholic beverages manufacturer with a significant presence globally. The company was founded in 1997 and has a strong portfolio of popular brands such as Guinness, Johnnie Walker and others. Diageo has made significant efforts to increase its reach internationally through an aggressive expansion which has helped it establish itself as a global leader in the alcohol industry. Diageo employs more than 25,000 workers who have helped it continuously innovate (Diageo, 2023). The company is popular for its sustainable practices and has its own codes of conduct for sustainability.
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Porter’s Generic Strategies
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Image 01: Porter’s Generic strategies
(Source: Ali and Anwar, 2021)
Cost leadership: Cost leadership is the strategy which Diageo follows for its future growth. Under this strategy, the company aims to increase its net profits by making changes in its production to reduce operational costs. The other way is to increase market share by offering low prices compared to the competitors in the alcohol industry. This strategy is very effective in increasing market share and also sets the standards of prices in the industry. Diageo has gained significant market share by following a cost leadership strategy in the alcohol industry.
Differentiation strategy: Differentiation is the business growth strategy where a company aims to introduce new methods and tactics in order to differentiate itself from its competitors (Ali and Anwar, 2021). Diageo can invest more in research to develop new blends in the market. The company has always been very active in launching new flavours to acquire a new customer segment. Therefore, this strategy has also been successful for Diageo to retain a good market share.
Focus strategy: The focus strategy is mainly a tactic to give a particular niche more attention and develop products according to the needs of that particular niche. The focus strategy is further divided into cost focus and differentiation focus. Diageo mostly focuses on the younger adults as a niche and designs a specific focus strategy which fulfils the needs of these consumers. Under cost focus, Diageo does frequent research and learns the price which the young adults are willing to pay. The prices it sets for its alcoholic drinks are based on market research which has been helpful. The company also uses differentiation focus, where it further extends its research to learn the flavours and variants which are desired by the target group. All of the new blends and flavours it has introduced are the result of this research under the differentiation focus strategy. This way the company can capture a new market by being different compared to its competitors. 
Ansoff Matrix
Ansoff matrix framework helps to understand the future potential of companies by analysing all the possible growth choices. 
Market penetration:  Market penetration refers to penetrating into the existing market by doing intense marketing and aggressive pricing strategies (Zugay and Zakaria, 2023). Diageo Plc via its attractive price model has been able to penetrate the markets it operates in. 
Product development: Product development refers to making changes to existing products and adding new features to attract more customers. Diageo always uses research to find new blends for the customers which helps it to retain the existing customers and market share.
Market development: Market development means introducing existing products into new markets. The company, through mergers and acquisitions, has increased its presence globally. The strategy helps it to develop a new market where it creates demand for its existing products through intense marketing. 
Diversification: Diversification means introducing new products into a new market. Diageo is very popular for its experiments and willingness to diversify (Diageo, 2024). The company always focuses on exploring new segments such as wine and alcohol-free drinks to serve a different audience. This strategy has helped it establish itself as the global leader in the alcohol beverage industry.  




[bookmark: _heading=h.tyjcwt]Analysing Resources and Capabilities (Alignment with Strategy)
Value Chain Analysis
	Support activities

	Firm infrastructure
	Diageo has its sites all over the UK including manufacturing units and commercial offices (Diageo, 2024). The company distributes its products via its strong distribution network.

	Human resource management
	The company’s HRM department allows willing candidates to apply through its website. The applications are evaluated and the candidates are invited for further interviews. The HRM also plays a major role in training and developing the skills of the employees. 

	Technology development
	Diageo invests a huge amount in R&D to develop and incorporate new technologies in operations. The company has already brought innovation in manufacturing and packaging by implementing technologies. 

	Procurement
	The company partners with retailers and wholesalers who help it maintain a balance between the supply and demand of alcohol products in the market. 

	Primary activities

	Inbound logistics
	Operations
	Outbound logistics
	Marketing and sales
	Service

	Diageo has its own logistics network which helps to access the raw materials for producing alcohol (Hoogers et al., 2023). Additionally, the company purchases raw materials such as fruits and ethanol from local firms.
	The operations are totally based on manufacturing and distributing. It has a presence in almost 200 countries. The company is able to distribute its alcoholic beverages through its partners in these countries. 
	The distribution partners and the retail partners facilitate the company to move the products from the warehouses to the retail outlets. 
	Alcohol brands are restricted to use traditional marketing channels such as television, radio and newspapers to market their products. Hence, Diageo uses the online media to reach its target customers. 
	The company is reliant on word of mouth by its existing customers. It gives product quality the main priority. 


Table 01: Value chain analysis
(Source: Created by the learner)




VRIO Analysis 
	Capabilities or resources
	Valuable 
	Rare
	Imitable
	Organised
	Advantage

	Financial status
	Yes
	Yes
	Yes
	Yes
	Long-term sustainable advantage

	Intellectual properties (trademarks, copyrights, patents)
	Yes
	Yes
	Yes
	Yes
	Long-term sustainable advantage

	Brands
	Yes
	Yes
	No
	Yes
	Temporary sustainable advantage

	Customer loyalty
	Yes
	No
	Yes
	Yes
	Temporary sustainable advantage

	Employees 
	Yes
	No
	Yes
	Yes
	Temporary sustainable advantage


Table 02: VRIO analysis
(Source: Created by the learner)
Financial status: The financial health of Diageo is valuable to the company as it allows the company to invest into further research and development of products. This way the company is able to launch new alcoholic products into the market. This is also rare in the industry as not every company has the ability to achieve such financial performance. However, it is imitable by other companies who have similar products and offerings. Hence, the financial health of the company provides it with a long-term competitive advantage. 
Intellectual properties: The brands which Diageo owns are all unique with different logos and can be identified by its customers. Diageo also has more than 1000 patents globally and blends which are protected by its copyright claims. These patents and logos are valuable to the company as they give it identification and brand loyalty. This high level of dominance is rare in the industry. However, this is imitable as other brands can also come up with patents by investing more in research. Hence, the intellectual properties such as logos and patents which the company has given it a Long-term sustainable advantage.
Brands: Diageo has a strong portfolio of brands which are well popular all over the world (Diageo, 2023). Thus the brands which the company has are all valuable to it. It is also rare to have a portfolio of strong brands with such popularity. It is difficult for other companies within the alcohol sector to replicate equal success hence it is not imitable by other brands. Hence, a strong brand portfolio provides the company with a temporary sustainable advantage. 
Customer loyalty: Diageo has maintained a high level of customer loyalty throughout the years which is valuable for the company as it gives it the confidence to increase its prices. However, it is not rare in the industry as other brands can also achieve similar success by introducing good products. Therefore, customer loyalty also provides the company with a temporary competitive advantage. 
Employees: Diageo has a skilled workforce that has contributed to the overall success of the company thus it is valuable for the company. This is, however, not rare in the industry as any other company that provides similar benefits to the employees can also achieve a similar level of employee turnover. Therefore, the employees of the company provide it a temporary competitive advantage. 
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SAF Matrix
	Strategic options

	
	Option 1
Diversification
	Option 2
Differentiation focus
	Option 3
Market development

	Suitability
	7
	6
	6

	Feasibility
	5
	6
	7

	acceptability 
	3
	7
	7

	Total
	15
	19
	20


Table 03: SAF Matrix
(source: Created by the learner)
Suitability: Diageo has a presence in almost 200 countries which has been possible due to its aggressive expansion plans. Diageo has made extensive efforts to market its popular brands in other markets to achieve growth (Hoogers et al., 2023). The company takes advantage of its widespread network of distributors and experience to enter into new markets with its products.
Acceptability: Growth and expansion have always been the main priority of the company’s board and workforce. The company is driven by its high risk-reward objective. The high profit projections and willingness of the top management increase the acceptability (Diageo, 2024). The distribution network and experience make it very convenient for the company to expand hence it scores high on acceptability.
Feasibility: Diageo has a very strong balance sheet and company has good access to capital which makes it possible to extend its reach further and enter new markets (YahooFinance, 2024). The company’s HRM department enables the new employees to get familiar with company culture and practices which also makes it possible to follow the market development strategy. 
[bookmark: _heading=h.1t3h5sf]Evaluating Sustainability Efforts
From the SWOT analysis (appendix) it has been found that the sustainable strategies implemented by Diageo have given it the opportunity to become more competitive. Sustainability is at the heart of any organisation to gain a competitive advantage over other companies. By implementing sustainable practices, a company enables itself to gain more consumer confidence and also prepares itself for future challenges. The 14% revenue growth which was reported by Diageo in the last financial year shows that the company has successfully implemented all of its strategies. (Diageo, 2023) This is also very high from the revenue dip witnessed during the Covid-19 pandemic. This has further added to the company’s free cash flow which is very important for research and innovation. 
Sustainable practices include increasing spending on investments to bring technological changes and improvements in production. Diageo has set several goals that align with the United Nation’s Sustainable Development Goals such as Responsible Consumption & Production and Good Health and Wellbeing (United Nations, 2023). To bring changes, Diageo has introduced its own codes of conduct which include key mentions such as codes of ethics, long-term partnerships and limiting carbon emissions by 2030. By incorporating these changes, the company has been able to increase its profitability significantly. In the year ending June 2023, Diageo has reported a jump of over 10 in its sales. This has been supported by improvements in the supply chain. The company had invested 1.2 billion pounds to bring sustainability to the supply chain and increase capacity (Diageo, 2023). The improved supply chain places Diageo in a better position compared to its competitors. The improved supply chain has given the company an opportunity to manage its inventory efficiently to ensure product availability at the stores. This will also help it handle the increase in demand giving it better chances to serve customers. Hence, this can be considered from the above evidence that the efforts which Diageo made to bring sustainability have made it more competitive in the market.
The other evidence that can be presented from the PESTEL analysis (Appendix) to showcase Diageo’s efforts to bring sustainability is in its production methods by incorporating technology. The main goals which it has set to bring sustainability in production are preserving water, accelerating a low carbon environment and also bringing sustainability into the design. The company has shifted its focus towards bringing sustainability to packaging. Recycling is one area where it has made a contribution to reducing the negative impacts of plastics on the environment. As a result, this has also helped the company to reduce a lot of costs in packaging. The investments it has made in its technologies to improve capability in recycling packaging have helped it save a significant cost. This cost-cutting has made the company extremely competitive against the other companies from the same industry. 
Additionally, the investments in technology have also allowed Diageo to bring new methods of production such as bringing renewable energy to power the manufacturing plants. It has made use of solar and bioenergy and also has plans to make more investments. This has helped the company be less reliant on fossil fuels for energy resources (Diageo, 2024). Renewable energy resources are natural resources that are abundant in nature hence it is also not influenced by the price fluctuations in the energy markets. This is part of the company’s Diageo Sustainable Solutions of DSS plans (Diageo, 2024). Therefore, the company will also be able to have better control over the energy cost which it can pass on to the customers in the form of discounts. Discounts will help Diageo achieve better market share hence, the company has become more competitive in the market. 
Therefore, from the above evidence, it can be concluded that the goal of achieving low carbon emissions has helped the company establish itself as a future-ready company. This will support Diageo in avoiding barriers and continuing operations consistently. 
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The above report has discussed the corporate strategies used by Diageo, the largest alcohol manufacturer in the UK. The VRIO and Value chain analysis has helped to understand that the company’s financial strength gives it a long-term competitive advantage which can be used by the company for its future growth. It has been found from the VRIO analysis that intellectual properties such as logos and patents as well as financial resources give it long-term competitive advantages. It has also been found from the report that the company’s free cash flow and global image are the core strengths of the company. However, it has also been found that Diageo’s inability to reduce prices remains one of the weaknesses of the company. Four growth strategies used by the company have been discussed in the ansoff matrix analysis. Porter’s generic strategies have helped to understand how the company uses cost leadership and differentiation strategies to cater to the niche markets. It has been found from the SAF matrix that market development is the most effective strategy the company uses. 
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	Capabilities or resources
	Valuable 
	Rare
	Imitable
	Organised
	Advantage

	Financial status
	Yes
	Yes
	Yes
	Yes
	Long term sustainable advantage

	Company global image
	Yes
	Yes
	No
	Yes
	Temporary sustainable advantage

	Brands
	Yes
	Yes
	No
	Yes
	Temporary sustainable advantage

	Customer loyalty
	Yes
	No
	Yes
	Yes
	Temporary sustainable advantage

	Employees 
	Yes
	No
	Yes
	Yes
	Temporary sustainable advantage
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	Strengths 
· Free cash flow
· Strong focus on research
· Global presence
	Weaknesses
· Premium price
· Poor wine portfolio
· Low penetration

	Opportunities
· Retail consumption
· Growing awareness of health benefits from moderate alcohol consumption
	Threats  
· Growing competition
· Taxes 
· Regulations 




	TOWS MATRIX
	Strengths
· Financial capabilities
· Global image
· Strong portfolio
 
	Weaknesses
· Low presence in wine
· High prices

	Opportunities
· Emerging markets 
· Technological advancements
· Wine

	S/O
· Diageo can use its financial capabilities to invest more in technology to optimise production.
· It can use its global image to enter into new emerging markets which provides ample opportunities for growth.
· Diageo can add wine to its already strong portfolio of brands for further growth.
	W/O
· Diageo can introduce wine to emerging markets which will open new growth opportunities for the company. 
· The company can utilise technology to reduce the production cost which will also assist the company offer alcohol at lower prices. 

	Threats
· Competition
· Regulations 
 
	Threat/Strength 
· The company can use its global image and a strong portfolio to challenge competition.
· The company’s financial capabilities will allow it to manage the threats from the regulations. 
	W/T
· The company can increase its presence in the wine segment to challenge the competitors in the market.
· Diageo can increase its prices to meet the tax increases by the regulators. 



SWOT analysis
	Strenghts 
· Free cash flow
· Strong focus on research
· Global presence
	Weaknesses
· Premium price
· Poor wine portfolio
· Low penetration

	Opportunities
· Retail consumption
· Growing awareness of health benefits from moderate alcohol consumption
	Threats  
· Growing competition
· Taxes 
· Regulations 


Strengths: Diageo has a free cash flow which gives it the opportunity to invest more in research to introduce new products into the market. The company has a very strong focus on researching and developing new products for the market which is a strength for Diageo. The company also has a very good presence in over 180 countries which has helped to maintain a good level of revenue (Seifu, 2022). 
Weaknesses: The company’s inability to offer lower prices for alcoholic drinks is a weakness for the company as it limits the company from penetrating further to emerging markets such as China and India. Diageo also has a low presence in the wine segment which is also a weakness. 
Opportunities: Emerging markets such as mainland China and India provide good opportunities for Diageo to increase its revenue. Additionally, the growing awareness of health benefits linked with moderate alcohol consumption is also an opportunity for Diageo.
Threats: The growing competition from other brands especially in the wine segments is a threat for Diageo. The alcohol industry is very much dependent on regulatory actions and taxes imposed by them which is also a major threat as any increase in taxes will impact the company negatively
PESTEL analysis

	Factors 
	Impact 

	Political
	Political factors such as geo-political tensions have impacted the operations of the company. The Ukraine-Russia war has forced the NATO nations to withdraw all operations from Russia (Mbah and Wasum, 2022). As a result, Diageo also had to pull its business operations from Russia which was a large market. The company therefore shifted its focus more towards emerging markets such as India, Taiwan and China as a growth strategy. 

	Economic
	The global high inflation which is an economic factor also impacted the businesses of the company. Inflation decreases the consumer buying power hence Diageo had to witness a dip in sales. However, as the inflation cools down, the company is seeing a growth in revenue. 

	Socio-logical:
	Social factors such as demographics have a major impact on the operations of the alcohol brands. The population that falls in the age bracket of 18-50 is more than 50% which gives companies like Diageo great confidence.

	Technological
	Technological factors such as advancements in technology have given companies within the alcohol sector a great boost to increase sustainability in their operations. Modern technologies have enabled companies to reduce their carbon footprints and limit environmental damage.

	Environmental
	The companies within the alcohol sector have made significant efforts to reduce their carbon footprints and promote sustainable practices. The alcohol companies are responsible for emitting ethanol into the environment. Additionally, the production methods are also associated with increasing the CO2 levels in the environment. Thus, the companies have made efforts to incorporate new technologies that can limit their contribution and promote sustainable operations. Diageo being the largest alcohol manufacturer in the UK, has also made major contributions to reduce its negative impacts while operating.

	Legal
	The alcohol companies operating in the UK must follow the guidelines introduced by the government which are directed towards reducing the negative impacts on the environment. Hence, the alcohol companies including Diageo have followed rules the regulations and contributed towards lowering negative impacts on the environment.
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