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[bookmark: _Toc3368726][bookmark: _Toc3892259]1. Introduction

The following report will look at how Fred David’s strategy formulation framework (SFF) matrices, alongside traditional analysis tools can be utilised to assess the current and strategic position of The Disney Company. Through comparisons and critical analysis of a previous case study of The Disney Company and new research, we will be able to determine the success, or indeed the failed endeavours of the organisation, its reputation and potential strategic standing in a competitive industry. The report will consist of three parts, the first being a research model and methodology, provides an analysis of David’s strategy formulation framework matrices and offers suggestions of other methods of analysis of which may be used to determine alternative strategies for The Disney Company. The second part, The Disney Company, a background; delivers a brief of the organisations origins and history, industry standing and financial background. Part three, Implementing Strategy Formulation Framework, a critical analysis; allows the application of SFF matrices to The Disney Company to ascertain the appropriate strategy use and critically evaluate strengths and weaknesses of said framework for future endeavours and analysis.



[bookmark: _Toc3368727][bookmark: _Toc3892260]2. Research Model and Methodology

Strategic management analytics are used in organisations globally to better understand and improve their position within a competitive industry. By researching varying strategical theories an organisation should be able to determine if it has a strong competitive advantage in the long term. Porter, studied and formulated strategies based on competitive strategy using the Porters 5 forces model (Palmer & Hartley, 2012) whereas the Ansoff Growth Matrix, aids an organisation in determining their product and market growth strategy (Cole & Kelly, 2004). For this report, the SFF matrix will be applied. 

[bookmark: _Toc3368728][bookmark: _Toc3892261]2.1 What is strategy formulation framework (SFF)?

David’s SFF is a series of comprehensive strategic techniques, formulated in three different stages and can be applied by an organisation during an assessment framework (David & David, 2015). The stages include: Stage 1: The Input Stage, comprising an EFE, CPM and IFE matrix; stage 2: The Matching Stage, comprising SWOT, SPACE, BCG, IE and Grand Strategy Matrices; and Stage 3: The Decision Stage, the QSPM (F1).

[image: ]
F1: Strategy Formulation Analytical Framework

By making use of David’s formulation framework and applying the three stages, one can identify and evaluate appropriate strategies for The Disney Company to implement to improve their competitive stance within the industry. 



[bookmark: _Toc3368737][bookmark: _Toc3892262]3. The Disney Company

[bookmark: _Toc3368738][bookmark: _Toc3892263]3.1. Mission and vision

The Disney mission and vision intrinsically are one and the same; the mission statement,

“to be one of the world’s leading producers and providers of entertainment and information. Using our portfolio of brands to differentiate our content, services and consumer products, we seek to develop the most creative, innovative and profitable entertainment experiences and related products in the world.” 

Indicates the use of Porter’s generic competitive strategy model (Mind Tools, 2019), enabling them to develop and maintain their competitiveness in the market by producing products different to those of its competitors.

 And the vision statement,

“to be one of the world’s leading producers and providers of entertainment and information.”

With a global demographic, the vision statement suggests the want to become a primary leader globally with media products, amusement parks, resorts and entertainment; what the vision statement lacks is the ‘what’ and the ‘how’, what they intend to do and how they are going to get there.

[bookmark: _Toc3892264]3.2. Company Background

As originally stated, this report will be conducted using The Disney Company as its focus.
Initially named Disney Brothers Cartoon Studio, the company was formed following the sale of a series of animated cartoons called “Alice Comedies” created by brothers Walt and Roy Disney to a New York distributor Margaret J. Winkler[footnoteRef:1] (Johnson, 2017). Over the years Disney has grown to a multi-billion-dollar franchise, owning an array of parks, products and experiences from one of its six resorts, spread within which are a total of twelve parks in all; Disney cruises, Disney Adventures, Disney stores and Disney publishing. A constant need to grow and adapt to demand, its expanding media network now including ESPN, ABC, Disney Channel and Freeform (The Disney Company, 2019). With a focus on growth and in a bid to become one of the most powerful and influential organisations in the industry, the media giant brokered a takeover deal of  $7.4 billion in 2006 for Pixar (BBC News, 2006) and a $4 billion in 2009 to acquire the Marvel franchise (Barnes & Cieply, 2009); further to this, Disney purchased Lucasfilm (and all rights to the Star Wars franchise) in 2012 for another $4 billion (BBC News, 2012), effectively eliminating some of their major competition in the process. Now, in continuing discussions in an astounding $71.3 billion merger with 21st Century Fox (Chu & Littleton, 2019), Disney has grown to be one of the most influential and profitable movie production companies in the world.  [1:  M. J. Winkler was a key figure in the production and distribution of silent animation industry in the 1920’s to 1930’s] 


January 2019 saw Walt Disney Co, positioned 4th place in Fortune’s world’s most admired companies, further improving its position within the top 10 of which it has held consecutively since 2013 (Joslin, 2019).

Figures show (F2), Disney ended 2017 as one of the top four grossing revenue companies and highest profit earning of $2.3 billion (though these figures are down by 8% from the previous year) (Bond & Szalai, 2018).

[image: ]
F2. Disney profit report

Revenue reports for the first quarter have risen slowly and steadily since 2010 with 2019 recording first quarter revenue of $15.3 billion (F3), an increase of $5.56 billion from its 2010 first quarter report (Statista, 2019). The total assets for Disney have also increased on a steady incline, ensuring market positing with $98.6 billion (Statista, 2019) (F4). 
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F3. First quarter reports for Disney			F4. Total assets Disney 2006-2018



[bookmark: _Toc3368739][bookmark: _Toc3892265]4. Implementing Strategy Formulation Framework, a critical analysis

To visualise SFF in practice, it will be implemented to The Disney Company by way of comparative analysis to previous 2009 case study outcomes to current reports to formulate up to date results. 

[bookmark: _Toc3368740][bookmark: _Toc3892266]4.1. Stage 1

[bookmark: _Toc3368741][bookmark: _Toc3892267]4.1.1. EFE Matrix

The EFE matrix is a strategic tool used by an organisation to examine and identify key factors affecting the organisation in the external environment. These key factors can be identified by Disney by use of such tools as a PEST analysis (political, economic, social and technological) to evaluate the external opportunities and threats in a competitive industry. 

The 2009 case study (F5) suggests opportunities for expansion is the greatest opportunity for Disney to maintain a competitive advantage within the industry market, and this is still true today (F6); with the added benefit of an increase in local tourism. It is noted that threats of recession, technological advances in streaming and increased labour costs due to expansion could affect their competitive strategy and although this is still true, Disney need to consider threats of lower attendance due to increased prices and the competitiveness of its main rival Time Warner. When facing the reduction of DVD sales, Disney gained a competitive advantage in 2017 by sticking deals with streaming organisations such as Netflix to counteract their loss of DVD sales (Bishop, 2017). They have seen an exponential growth in Disney Theme Park visitor attendance between 2014 and 2017 of approximately 17 million visitors (Disney News, 2017) (F7 and F8).
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F5. 2009 case-study
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F6. 2019 case-study
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F7. Global annual visitors			         F8. Growth in visitor numbers



[bookmark: _Toc3368742][bookmark: _Toc3892268]4.1.2. CPM

Competitive Profile Matrix (CPM) or Porters 5 forces (Jurevicius, 2014) enables Disney to 
identify its key competitors within the industry and pinpoint areas within which to improve or maintain its success, with the use of industry ‘critical success factors’, including advertising, financial position, market share, customer loyalty etc. (Bhasin, 2018). 

Though the acquisition of Marvel and Pixar would increase company image though this was further increased with their purchase of Lucasfilm and the Star Wars franchise, that combined with the recent amalgamation with 21st Century Fox will undoubtedly improve this in future years. As seen previously in figure 8, the weighted score secures a higher financial position than in previous years though there is still some way to go to beat the competition (F9 and F10).
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F9. 2009 case-study

[image: ] F10. 2019 case-study



[bookmark: _Toc3892269]4.1.3 IFE

[bookmark: _Toc3892270]4.1.3.1 Selected Financial Ratios

[image: ]
F11. 2009 case-study

[image: ] 
F12. 2019 case-study

The financial ratio between Disney and the industry average show (F11 and F12), on average, Disney does not match-up to others within the industry (Investing.com, 2019). When compared to Time Warner’s earnings per share of 9.01% and revenue per employee of 425.99K, we can see improvements are required within the efficiency ratio to better its financial productivity. McMillan (2007) states;

“Organisations pursue strategies that will disrupt the normal course of industry events and forge new industry conditions to the disadvantage of competitors”

Disney have been acquiring competition and bringing new ideas to the forefront for many years and so it can be suggested it is only a matter of time before they supersede Time Warner and other competitors in the industry.

[bookmark: _Toc3892271]4.1.3.2 IFE

IFE Matrix, the inverse action to EFE, examines and identifies internal factors affecting Disney (F13 and F14). Analysis of internal strengths and weaknesses aid in the identification of varying internal behaviours either to continue with or to adapt and improve, such areas can be identified by applying a SWOT analysis (David & David, 2017).

Though the overall score presents itself lower, Disney have significantly improved its position within the IFE matrix. Serious attention is required within the employee sector by increasing the quality of treatment and creating a happier work environment (Mattera, 2018) and increased production costs could have an adverse effect on future revenue (Sylt, 2019). The continued effort to reduce pollution levels and become a more sustainable organisation could encourage more visitors to their attractions (2018).
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F13. 2009 case-study
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F14. 2019 case-study

[bookmark: _Toc3368743][bookmark: _Toc3892272]4.2. Stage 2

The second stage enables an organisation to develop practical alternative strategies to analyse the key internal and external influencing factors. Second stage techniques include a SWOT matrix and include the four types of internal strategy using each, Strengths/ Opportunity (SO), Weaknesses/Opportunities (WO), Strengths/Threats (ST) and Weaknesses/Threats (WO); Strategic Position and Action Evaluation (SPACE), Internal-External (IE) matrix, Grand Strategy Mix and Boston Consulting Group (BCG) matrix

[bookmark: _Toc3368744][bookmark: _Toc3892273]4.2.1. SWOT Matrix

Developed by Albert Humphreys, SWOT is used to analyse macro and micro environment which may affect its current position in the market (Have, et al., 2003). Evaluating Strengths and Weaknesses within the organisation, products as well as employees; Opportunities and Threats are external influences created by a competitive market, can determine areas of sustainable profits and areas of improvement (Hooley, et al., 2008) (F16). Using a SWOT matrix can aid in the cross referencing of internal and external factors and provide alternative strategies to improve position (Johnson, et al., 2014) however; it does not show intrinsic methods oh how to carry this out. The formulation also only provides a static assessment and so is only relevant for a short period due to the constant demand for change. 


[image: ]
F15. 2009 case-study

[image: ] 
F16. 2019 case-study

It is imperative Disney concentrate on employee training and morale to keep their reputation within the industry as well as turning its focus on movie streaming. Replacing DVD’s will make movies more accessible and aid them to reduce waste and pollutants. In agreement with the 2009 study (F15); Disney would benefit from lowering admission prices to theme parks but also by building further parks in other countries such as the UK, will enable visitors to keep overall costs down by taking day-trips.

[bookmark: _Toc3368745][bookmark: _Toc3892274]4.2.2. SPACE

To determine beneficial future strategies to undertake, a SPACE matrix is carried out for Disney. This will determine which of the four quadrants they are positioned within. David (2015) suggests the four indicators; aggressive, defensive, conservative or competitive, are the most important in determining an organisations strategic position. Simply Wall Street (2018) state Disney benefited from a 40% earnings growth. Estimates suggest further increase in revenue is expected by 2024 though earnings will reduce between 2019 and 2021 (F17).

[image: ]
F17. Disney growth expectations

Fourth quarter financials of 2018 show a percentage reduction (NYSE:DIS, 2019) and though the figures suggest there may be trouble for Disney, the annual results show an increase on 2017 (The Walt Disney Company, 208)(F18).

[image: ]
F18. Disney fourth quarter and annual financial results

The 2009 study and the 2019 study position Disney in the ‘Aggressive’ quarter, maintaining competitiveness (F19 to F22). The return on past investments have maintained a high rating and we can see an increase in EPS, this could be in connection to the latest merger. They have also maintained a strong market-share position.
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F19 and F20. 2009 case-study
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F21 and F22. 2019 case-study


[bookmark: _Toc3368746][bookmark: _Toc3892275]4.2.3. BCG

The market share and market growth are identified within BCG and assesses the strategic position of an organisation brand portfolio and its potential (2013). In Disney’s case, it will help the organisation to establish areas of future development and resources to utilise. This BCG correlates to the earlier SWOT, showing areas to improve (F23). The higher the market growth rate, the higher the profits but can also lead to higher consumption of cash. Also, the higher the relative market share the higher the profits. It is separated in to four quadrants (Have, et al.). The following is updated from the 2009 results.

Question Marks; Sales revenue for parks and resorts increase annually and remain popular, earning the brand continuously high revenues.

Stars; Media networks sits comfortably within this quadrant. Through mergers and acquisitions Disney have increased revenue. Earning high profits in these areas Disney can develop other areas, creating an enhanced consumer service. 

Cash Cows; Studio entertainment could benefit from increased financial and development resources to push it in to question marks and increase profitability.

Dogs; Interactive media and consumer products yielded a 4% loss in revenue from 2017-2018. Consumers are adept at digital technology so. Allocating funding to better interactive media, it can push the segment from Dogs to Cash Cows, thus creating more revenue (2018)(F24). 
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F23. 2009 case-study
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F24. 2019 case-study
[bookmark: _Toc3368747][bookmark: _Toc3892276]4.2.4. IE

Based the total weighted scores for the IFE and EFE matrices, the data can be used to analyse Disney’s current position and suggests strategies for the future (2019).

Interactive media and consumer products remains in a weak position (F24 and F26). Disney will need to focus resources on this segment to push it to a strong position, with the advances in technology, Disney should jump at the chance to show the world what technological boundaries they can push. Media networks has moved to a strong position in the last decade and should maintain its position if further acquisitions are made.
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F25. 2009 case-study
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F26. 2019 case-study
[bookmark: _Toc3368748][bookmark: _Toc3892277]4.2.5. Grand matrix strategy

Considering the competitive position and market growth of Disney, alternative strategies can be suggested in relevance to the position within the matrix. As it remains in quadrant 1 (F27 and F28), it suggests Disney still see areas of rapid growth, maintaining its competitive position. With roughly 7,600 facilities spanning 70 countries, Disney ensure they pursue a forward integration by manufacturing Disney-branded products, distributed and sold within the retail industry. Plus, instead of using external production companies, Disney follows a backward integration process by having created its own within ESPN, ESPN Film (Ketchen & Short, 2012). They continue with product development and aim to introduce new and exciting characters.
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F27. 2009 case-study
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F28. 2019 case-study
[bookmark: _Toc3368749][bookmark: _Toc3892278]4.3. Stage 3

[bookmark: _Toc3368750][bookmark: _Toc3892279]4.3.1. QSPM 

Information taken from stage 1 combined with the matching results from stage 2 can determine which alternative strategies would be more successful (Moodle). 

Following on from the 2009 case study (F29) by continuing expansion of parks and resorts will further build the brand platform and increase sales and visitors to attractions. Focus should be shown within the interactive media division; it currently lags the others and could be an extremely profitable revenue (F30).

[bookmark: _GoBack]There are limitations to the SFF method as the details provided are ‘educated assumptions’ and s although they should be made objectively, this can be misrepresented and in turn the outcome could lead to disastrous consequences.
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F29. 2009 case-study
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F30. 2019 case-study
[bookmark: _Toc3368751][bookmark: _Toc3892280]5. Conclusion 

Comparisons between the current and 2009 case study show Disney have successfully maintained their industry position by being a competitive brand, though immediate attention is required by interactive media. By being able to infiltrate other industries, Disney has established it is a diverse organisation and through its acquisition and merges with other industry organisations, has become an industry giant. It’s popularity with adults as well as children makes it uniquely adaptive from movie choices to clothing. The report suggests that although there will be fluctuations in profitability, The Disney Company will go from strength to strength over the next decade and has every opportunity of success in surpassing Times Warner.
[bookmark: _Toc3368752][bookmark: _Toc3892281]6. Recommendations

1. Continue to expand the Disney brand by opening more theme parks and resorts world-wide. The initial outlay will likely prove beneficial in the future as they will be able to reach more families who, under normal circumstances are unable to afford to travel such a distance as well as park costs.

2. Continue developing brand diversification. There doesn’t seem to be an industry Disney cannot fit in to and as such they should keep taking advantage of this opportunity.

3. Continue discussions to acquire/merge lesser lucrative brands within to industry to ensure its market position and competitive edge with Times Warner.
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