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The level of competitiveness in today’s business environment is increasing as the demands and expectations of the world changes. In order to deliver their goals and survive and sustain in the competitive environment, firms must establish concrete strategies. An organisation’s competitive strategy is what will set them apart from their competitors. Moreover, strategies, both deliberate and emergent, plays an important role in the success of any organisation. According to Kenton (2021), strategic management refers to an organisation’s management of its resources in order to achieve its goals and objectives. This includes setting organisational objectives, analysis of the competitive environment, analysis of the internal environment, evaluations of strategies and making sure that those strategies are rolled out across the organisation. Durand et al (2017) defined strategic management as a theory, a set of phenomena and a community. Strategic management is a theory due to its broadness and derivation from multiple areas of discipline such as economics, ecology and biology, political science, philosophy and more. On the other hand, it can also be viewed as a set of phenomena because organisational performances vary, and strategic management also pays attention to creating and distributing value to its stakeholders. Strategic management creates a community where scholars contribute their knowledge and engagement in order to address issues, such as those of managers, in order to improve performance of the organisation and to increase its competitive advantage. With these definitions, it is undeniable that strategic management is fundamental because it determines whether a particular strategy needs to be abolished, improved, strengthened or developed so as to achieve the organisational goals and to be set apart from the organisation’s competitors. In a wider perspective, strategic management plays out in a dichotomy between deliberate and emergent strategies. According to James (2018), deliberate strategy focuses on the realisation of a strategic plan while emergent strategy highlights where and how to adopt to the ever-changing real-time situations. As mentioned before, the way the world does business shifts constantly, therefore it is necessary for organisations to be agile with those changes. Introduced by Mintzberg in 1994, emergent strategy is a set of action which has not been specified in and has developed outside the official plan. It is consistent over time and has emerged between planning reviews (Kaplan, 2020).
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GlaxoSmithKline (GSK) is a British company operating in the pharmaceutical industry in over 150 countries across the globe. Established through the merger of Glaxo Wellcome and SmithKline Beecham in 2000, GSK is one of the largest pharmaceutical companies in the world. GSK is headquartered in London, England and they manufacture pharmaceutical products for major diseases as well as vaccines and consumer healthcare product or what they call ‘The Three Global Businesses’. Their Pharmaceutical Business has a wide range of medicines in oncology, respiratory, immune-inflammation and HIV through their Research and Development department which focuses on the human genetics, immunology and advanced technologies in order to produce transformational new medicines. Their Consumer Healthcare Business includes innovative daily healthcare brands for cold, flu, allergies, oral health, pain relief, digestive health, vitamins and supplements which experts recommend and consumer trusts. GSK’s vaccine portfolio boasts vaccine production for serious diseases like meningitis, hepatitis, pneumococcal disease, rotavirus, influenza and whopping cough (GSK, 2021). In partnership with France’s Sanofi, GSK is working on a vaccine which is intended to significantly contribute to the ongoing fight against Covid-19, a disease caused by infection with a new coronavirus called SARS-CoV-2 (CDC, 2021).

At this day and age, it is challenging for pharmaceutical companies to keep up with the changing demands of healthcare all over the world. Developing a single drug, having it approved by the authorities’ as well as making it available to various customers is rigorous, time-consuming and costly. GSK’s revenue comes from two income streams: 80% from pharmaceuticals and 20% from consumer health products. With this information, it can be clearly noted that GSK relies more on pharmaceutical products, however, the company find it hard to discover new, patented products. Moreover, the lifespan of patents posed a problem especially as new, generic drug companies were being established. Additionally, GSK’s consumer healthcare products have been growing more rapidly than the pharmaceutical products in the recent years. Although sales on the latter still takes up majority of the revenue share of GSK, the company still needs to strategize in order to increase their sales of pharmaceutical products (Lynch, 2015).

[bookmark: _Toc72356896]GSK’s Strategic Management

Tucci and Roy (2021) defined strategic management as a continuous process of planning, monitoring, analysis and assessment of all the organisation’s necessities in order to meet its goals and objectives. It is a continuous process because of the constant changes in the business environment. This process helps the organisation to have a look on its current situation, formulate strategy, implement them and evaluate its effectiveness. Strategic management has both financial and non-financial benefits as it focuses on the future standing of the company. This means that strategic management helps the organisation as well as its employees to focus on the direction of the company which can result in better operational efficiency, expanded market share and profitability. Strategic management process, as presented in Figure 1 below, involves the process of analysing the internal and external environment, formulation of strategy, implementation of strategy and evaluation and control.
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Figure 1 Strategic Management Process (Papulova and Gazova, 2016)
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Strategic analysis is defined as the analysis of the internal and external environment which enables the management to see the inside and outside situation of the company (Papulova and Gazova, 2016). It is important to understand the different layers of the organisation’s overall environment in order to gain competitive advantage. Furthermore, in order to adapt to changes, it is necessary to assess the factors and forces that affect the performance and success of the organisation. Internal forces must be evaluated according to their efficiency and external factors, which are beyond the control of the organisation, must be managed effectively. When these factors are analysed, firms will be able to grasp the overall performance of the organisation, how other firms in the industry are doing for customers and realise other factors which may impact the performance and success of the organisation. Additionally, strategic analysis enables organisation to be responsive towards changes in its environment, to maximise their potentials, to successfully compete for market share and to sustain profitability (Bright et al, 2021). In order to understand GSK’s competitive environment, management tools such as PESTLE Analysis and Porter’s Five Forces will be used.
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As mentioned before, the external environment of an organisation is composed of factors and forces that are beyond its control. It is vital for the management to analyse these in order to adapt, challenge or even take advantage of them. 
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Political Factors

In general, pharmaceutical companies operate in a tough industry because of its complex nature. Political factors impact pharmaceutical firms for the reason that their operations are heavily regulated as concerns public health and safety. There are lots of rules and regulations that pharmaceutical companies must abide by such as marketing the medicines as well as pricing policies. Since strict regulatory structure must be followed by pharmaceutical companies, some firms spend large sum in order to go through the rigorous process to finally reach their end-customers. Some firms use lobbying in order to influence the thorough process. GSK expressed their stance on this issue in their 2019 statement by expressing their commitment to ensure that their political engagements are aligned with the organisation’s values and with the legislation, citing OECD’s 2010 Principles for Transparency and Integrity in Lobbying (GSK, 2019). Other issues that GSK must address are trade regulations and policies, wage legislation, industrial safety regulations and more.

Economic Factors

Firms must analyse economic factors because organisations are impacted by the local and international economic conditions. This helps firms to decide on various economic decisions such as market expansions, human resource management and other investment projects. It requires a massive amount of financial investment in order to establish a pharmaceutical company which is why it is critical to understand the health of the economic environment. Moreover, people are spending more on healthcare because of the increasing awareness regarding health. In 2017, GSK scrapped their plan to expand in Cumbria leading to loss of more than 300 jobs (Fletcher, 2017). GSK also completed its divestment of Horlicks as well as their other Consumer Healthcare nutrition products in India to Unilever, which includes the merger of GSK India and Hindustan Unilever Limited (GSK, 2020).	
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Social Factors

One of the most common features in many countries, like the UK, is the ageing population. Older individuals are more prone to more serious health conditions thus there is a greater demand for pharmaceutical products for this demography. Conventional medication can sometimes be problematic as people become older which is why GSK recognises the need for new forms of treatment. Additionally, GSK announced their fervour towards developing a new form of HIV treatment (Crow, 2017). Moreover, certain health issues such as obesity demands more treatments and medication products from pharmaceutical companies. Stress which has been an issue ever since requires attention from pharmaceutical firms. Furthermore, aside from physical and physiological effects, people’s mental well-being is also being affected by the ongoing Covid-19 pandemic. As already mentioned above, GSK is collaborating with Sanofi in order to help combat the pandemic, through the vaccine they are developing.

Technological Factors

Technological advancements are necessary to any pharmaceutical company as they are vital in the development and innovation of new pharmaceutical products. Moreover, investing in applied science helps organisations increase the efficacy of their products and reduce costs. Automation solutions and software investments were employed by GSK in order to increase their production level leading to faster manufacturing and saving up production costs and time (Neville, 2017). 

Legal Factors

Because GSK operates in multiple countries worldwide, the company must examine the legalities and laws in each country such as intellectual property rights law, consumer protection, health and safety law as well as data protection law. GSK established their Anti-Bribery and Corruption (ABAC) Programme which is designed to help understand threats and risks of bribery and corruption as well as the responsibilities held by the company (GSK, 2021).

Environmental Factors

Like any industry, pharmaceutical industries must be mindful of the impact of their business in the environment. In November 2020, GSK announced their new environmental sustainability goals which aims to have net zero impact on climate and net positive impact on nature by 2030. GSK reiterated that they have long been committed in reducing environmental impact since 2010 which enabled them to reduce carbon emissions by 34%, water consumption by 31%, and waste to landfill by 78%, by 2019. CEO Emma Walmsley believe that aside from playing an important role in the promotion of healthcare of the world, it is also necessary to look after the planet’s health (GSK, 2021).

[bookmark: _Toc72356899]Analysis of GSK’s Internal Environment Using Porter’s Five Forces

In order to make strategic decisions and to achieve better organisational performance, managers used Porter’s Five Forces in analysing the organisation’s internal environment. Firms must understand the impact of these five factors so as to assess and evaluate their potential to be successful in a competitive environment.

Industry Rivalry

Competition in the pharmaceutical industry is highly cutthroat which means that the competitive rivalry is high. Companies in this industry is heavily invested on research and development in order to manufacture new and more effective pharmaceutical products. Since there is a tight competition, the profit-sharing among the firms will be relatively low as consumers have other options to choose from. GSK can use this tight competition as an opportunity to collaborate with other pharmaceutical companies in order to increase their market share. 

Threat of New Entrants

Different industries have different barriers to new entrants, however growing market and profitability attracts them which may lead to decreased market share of the existing companies. In general, setting up a pharmaceutical company demands high capital investment, massive research and development costs as well as legal processing. This means that the threat of new entrants is relatively low given the high entry barriers.

Threat of Substitutes

The threat of substitutes for pharmaceutical firms is relatively low for the reason that healthcare systems across the globe heavily rely on pharmaceutical products. However, aside from direct competitors, pharmaceutical companies must be wary on substitute products such as alternative and herbal treatments and their increasing market share. There is also an increasing trend in the use of generic medications which, although relatively small, can affect companies like GSK as they have cheaper products.

Power of Suppliers

In order to produce high quality and effective products, firms need resources for their materials. In case of pharmaceutical companies, there are medicines which has abundant resources which means that they are readily available in a number of suppliers. In contrast, there are also medicines which has scarce quantity in the market and only a few suppliers can offer. However, most pharmaceutical companies invest in their own manufacturing plants which makes supplier have low bargaining power.

Power of Buyers

Value proposition plays a vital role in the relationship of the firm and its customers. Pricing also affects this as customer demands best offers for a minimum price. Therefore, uniqueness of a products attracts more customers, gives them less power to switch especially when they really need the product. For GSK and the pharmaceutical companies in general, healthcare providers are their main customers especially for prescribed medicines. Hence, the bargaining power of buyers is high because there are a lot of options they can choose from including the generic brands. 
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Nurcahyo et al. (2018) cited strategic formulation as an important phase for any organisation. It is the process by which an organisation indicates effective course of actions with the aim of achieving the organisations goals and objectives as well as its success. Strategic formulation enables the organisation to be more agile in the fast-changing environment and communicates the organisation’s mission, objectives and strategy.

GSK’s business model involves discovery, development and manufacturing innovative pharmaceutical products, vaccines and consumer healthcare product in order to contribute to improving the health of millions of people across the globe. The company gives credit to their human resource especially the experts and their strategic partners for their success.

Their purpose is to improve human life quality by helping people to do more, feel better and live longer. This purpose serves as a reminder and guideline for GSK to implement their strategy which is to prevent and treat diseases and to deliver differentiated, excellent and indispensable healthcare products to as many people as possible.

Innovation, Performance and Trust are GSK’s priorities which are emphasised by their determination to build a more performance and purpose driven culture which is aligned to their values (transparency, integrity, patient focus and respect) and expectations (accountability, courage, teamwork and development).

GSK recognises innovation as a key factor to how they create financial value and improve health which is why they invested £5.1 bilion on research and development in 2010 which resulted to 15% turnover, 12% higher than the previous year. As science-led organisation, immune system, advanced technology and human genetics are also given focus. Moreover, customer insights are highly valued along with their scientific expertise in order to produce better consumer healthcare products.
Just like any other organisation, GSK believes in the values they create for their stakeholders. In line with their purpose to contribute to the improvement of the health of people across the globe, GSK delivered over 2.2 billion packs of medicine, over 580 million doses of vaccine and around 3.8 billion consumer healthcare products in 2020. On the same year, the company delivered £5.4 billion of free cash flow and paid 80p per share dividend to their shareholders. Moreover, they directly work with around 36,000 suppliers and employ more than 94,000 individuals across 96 countries. In order to comply with tax regulations, GSK paid £1.7 billion in corporate tax as well as other employment and business-related taxes (GSK, 2020).
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GSK needed to boost their pharmaceutical products’ sales due to the consumer healthcare products sales growth overlapping it. From 2008 until 2012, the company focused on their market in USA and Western Europe. The company then decided to move beyond the Western markets, focusing on developing countries in Middle East, South Asia, Asia Pacific and Africa. The intention of this strategic move is related to improved wealth and increasing demand for efficient pharmaceutical treatments. Moreover, there has been a significant demand for pharmaceutical products in the aforementioned areas for many years which GSK did not supply. In 2008, GSK recognised four areas of improvement namely: cost saving strategy, consumer health products, geographical expansion and renewed pipeline of pharmaceutical products.
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In order to save considerable costs, GSK underwent substantial restructuring by redesigning their manufacturing processes, reshuffling in various company process such as administration costs and reporting lines and decreasing work in progress as well as working capital on stocks. From 2008 until 2010, the company managed to reduce annual cost by £1.7 billion. In 2012, restructuring its European operations was expected to cut annual cost by at least £1 billion until 2016. GSK also put Ribena and Lucozade under strategic review. All of this including some job cuts was a strategic move in order to reduce costs, to reallocate their resources and to improve efficiencies (Healthcare Global, 2020). 
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GSK’s global dental care, nicotine products, Lucozade and Horlicks were few of the products of the pharmaceutical company which may benefit in their geographical expansion. However, these products have substitutes offered by other companies such as Procter and Gamble, Colgate and Novartis to name a few. Because of this, the company considered selling their consumer health products division because it will yield them profit in billions of dollars. However, this decision was reviewed because of its competitive advantage. GSK’s consumer healthcare products did not rely on patents unlike their pharmaceutical products which can be replaced with generic products as soon as their patents expire. Additionally, most of their brands have loyal customers which was a valuable resource itself. In 2019, GSK announced the completion of their joint venture with Pfizer with the aim to combine their consumer healthcare businesses. Within almost three years, GSK expressed their intention to separate the joint venture through a demerger which the company believes to pave way to the creation of a new global Pharmaceuticals/Vaccines company and a new world-leading Consumer Healthcare company (GSK, 2021).

[bookmark: _Toc72356904]Geographical Expansion

The main move for this strategy is geographical expansion which is evident in GSK’s expansion beyond Europe and USA. In 2010, GSK acquired Nanjing MeiRui Pharma, a Chinese pharmaceutical company (Cartwright, 2010) and have also made efforts to focus on India, Asia Pacific, Africa and Japan. In order to generate revenue growth and put an end to the issue pricing policies, GSK offered cheaper products in emerging markets such as Middle East, Latin America, Africa, Asia Pacific and others. Furthermore, in 2009, GSK launched a joint venture with China’s Shenzhen Neptunus and South Africa’s Aspen Pharmacare Holdings. The company also allied with India’s Dr. Reddy’s where both firms agreed to sell more than 100 Dr. Reddy products in the emerging markets. This transaction enabled GSK to offer generic and cheaper products without having to manufacture them. Another joint venture with Pfizer called Viiv focused on producing cheaper products mainly for HIV patients.

[bookmark: _Toc72356905]Pharmaceutical Products’ Renewed Pipeline

The previous areas of GSK’s strategy were relatively straightforward while renewing the pipeline of their pharmaceutical products is quite complex because of it is a difficult strategy to implement. Looking back to the recently-merged Glaxo and SmithKline, the then-chief executive JP Garnier concluded that GSK has nothing new to offer. He introduced setting up research and development system in GSK which he regarded as a critical factor in the long-term future of the company, as any firm would need. Garnier also recognised the growing number of generic drug companies which may pose danger for huge companies like GSK. Therefore, seven Centres of Excellence for Drug Discovery (CEDDs) in USA and Europe were established headed by the research director Tachi Yamada.

While GSK’s size indicates greater competitive advantage due to its network and resources, Yamada saw this as a little bit advantageous for the reason that there were so many reporting layers which may hinder potential projects for GSK. With the seven CEDDs, there would be smaller structures allowing each centre to make quicker decisions regarding the viability of potential projects.

However, seven years down and the company was still unsatisfied with the pipeline development. By that time, newly appointed research director, Dr. Slaoui, cited that the problem can be resolved through a change in GSK’s company culture rather than its structure. With this proposition, dominance of managers was scaled down and re-organised the group into smaller teams called Discovery Performance Unit (DPUs). Each of these DPUs involves five to 70 scientist who focus on a specific pathway or disease and responsible for drug development starting from the inception through the stage of early clinical trials. DPUs business plans will then be reviewed and monitored by the Discovery Investment Board who selects the most promising developments. 

[bookmark: _Toc72356906]Conclusion

Just like any other organisation, GlaxoSmithKline should pay attention to its strategies by managing them effectively. Efficient strategic management is an approach which helps organisation to set their goals and achieve them through the formulation, implementation and evaluation of their strategies. Doing so will bring the company countless benefits such as cost reduction, maximisation of resources, profitability and increased market share.  Despite GSK’s size, network and resources, the pharmaceutical company needed to reorganise their organisational structure as well as their organisational culture. The key factor in the success of GSK’s restructuring is its bold move to expand on emerging markets which are outside Europe and USA. Substantial benefits were realised in their pharmaceutical, vaccine and consumer healthcare product businesses. 
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