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[bookmark: _Toc112008901]Executive Summary
This report is addressed to senior managers and shareholders from the Walt Disney company presenting a critical analysis of the strategy implemented by the executive management in these challenging times. Based on the information provided by analyses such as SWOT, PESTLE, BCG, Five Forces, Porter's Generic Strategies and Stakeholders Analysis, the executive management chose the strategy of differentiation from the competition, suitable for maintaining the company at the top of the media and entertainment industry. The models were followed, and the schools are strategizing according to a new mission and vision statement of the company, a statement that positions the business for the future. The company has ensured the success of its strategy by recently acquiring studios such as Pixar, Lucasfilm, Marvel and 21st Century Fox providing a great library for the new streaming service launched in 2019. The advantages for Disney by choosing the strategy are that they have outranked competitors such as Netflix and Amazon and maintains its leading position in the box office. A disadvantage of choosing this strategy is the great financial effort that the company has made in these turbulent times, with the global pandemic that has closed many businesses in the world.
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This report describes the strategic management process that represents a "systematic analysis of the organisation. internal and external environment to gain and maintain a competitive advantage." (Wright, 2022)
This report was requested by the Board of Directors of the Walt Disney Company on 24th June, but was extended until 22nd August 2022, and prepared by Verginica Caracas. The purpose of this paper is to critically explain the management strategy implemented by Disney over the past 5 years for today's challenging environment.
Through this report, the strategic models and theories studied will be applied to identify and critically analyse the strategy as well as the competitive advantages obtained.
Johnson et al. al (2008, p.3) stated that "strategy is the long-term direction and purpose of an organization that achieves advantages in a changing environment by configuring resources and competencies to meet stakeholder expectations" and is concerned with various objectives and ways to track them that affect the system as a whole.” (Ackoff 1974).
Based on the analysis performed, the report will also highlight whether Disney followed the organization's mission and vision.
Various other methods and resources such as online resources, books, magazines, videos, journal articles will be used to compile this report. A conclusion will be drawn up to highlight the successful segments and at the same time which are the areas that require improvement.
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[bookmark: _Toc112008904]2.1 The Walt Disney Company
[bookmark: _Toc112008905]2.1.1 Background
The Walt Disney founded in October 1923 by Walt and his brother Roy, as equal partners, named Disney Brothers Cartoon Studio, changed soon in Walt Disney Studio. In the late 1920 they had to update to sound and colour which were revolutionizing the movie industry. (Walt Disney Archives, 2022) After this they kept innovation as part of their strategy by and during the time they kept updated with the latest technology and had diversified the company leading Disney Parks, Experience and Products, Disney Media & Entertainment Distribution, and four content groups- Studios, General Entertainment, Sports and International. Walt Disney Company have been creating heroes for people of all ages around the world for a century. In July 1955 Walt Disney opened the first Disneyland in California, creating a unique destination build around storytelling and immersive experiences for family entertainment. More than 60 years later Disney has become one of the world`s leading providers of family entertainment with iconic businesses including 12 theme parks and 53 resorts in USA, Europe and Asia, and a top-related cruise line with four ships. (The Walt Disney Company, 2022) Until the Covid-19 crisis Disney generated most of its revenue from its theme parks division, but this area collapsed during the pandemic, but there are reasons that these numbers will recover in the future.
[bookmark: _Toc112008906]2.1.2 Development over the last 5 years
In 2018 Disney decided to reorganize the business in four different business segments: Direct-to-Consumer and International, Parks Experiences and Consumer Products, Media Network, and Studio Entertainment. The CEO of the company, Roger Iger said they did this reorganisation to “strategically positioning our businesses for the future, creating a more effective, global framework to serve consumers worldwide, increase growth, and maximise shareholder value.”  (Bradshaw, 2018) Disney has created a new Direct-to-Consumer and International segment that will serve as a global media cross-platform. This segment included the ESPN + streaming service and the future Disney +, a direct streaming service to consumers. (The Walt Disney Company, 2018) As Roger Iger, the CEO of Disney, said: “the biggest opportunity was for the company to grow over the long term and clearly consumers are enjoying a kind of different form of entertainment in the home.” (CNBC, 2019) 
The strategy of entering a completely new and different market was prepared by Disney's management by acquiring the Pixar, Marvel, Lucasfilm studios and culminating with 21st Century Fox.  (The Walt Disney Company, 2022) The acquisition of 21st Century Fox for 71.3 billion dollars in 2019, followed by the global pandemic created financial problems for Disney, but a successful brand like Star Wars sells toys, merchandise, being an attraction in theme parks and in the new Disney+ streaming service. The Walt Disney Company used a rational strategy for acquisitions by deepening the market, filling gaps as well as accessing new customers and purchasing technology. (Chin, 2020) The strategy was deliberate and driven from the top, which led to the formation of team planners, the complete process the company implemented was rigorously documented from start to finish. This indicates the school of planning according to Mintzberg's model. At the same time, the 5 forces and BCG analyses provide information regarding the market and how the company is positioned, which leads to the school of Positioning. (Mintzeberg, 2017
 Disney+ has expanded internationally, so the strategy is oriented outwards leading to a "more efficient use of resources, growth being supported by econometric results." (Salvatore & Hatcher, 2007)
  “Disney strategy is working, Disney + reached 10 million subscribers in one day.” (Trainer, 2019)
 For a future acceleration of the new Direct to Consumer segment, in light of the rapid success of Disney+, the Walt Disney Company announced in October 2020 a strategic reorganization of its media and entertainment businesses. the reorganization consists of three groups Studios, General Entertainment and Sports, focusing on the production of original content for streaming services. (The Walt Disney Company, 2020) “Shares of the company jumped more than 5% during after-hours trading following the announcement.” (Whitten, 2020)
[bookmark: _Toc112008907]2.1.3 The mission and vision statement
To come in line with the new strategy, Disney decided to revise the mission and vision statement by adopting a new one because the previous statement no longer expresses the company's purpose.
The new mission statement is “to entertain, inform and inspire people around the globe through the power of unparalleled storytelling, reflecting the iconic brands, creative minds and innovative technologies that make ours the world`s premier entertainment company.” (The Walt Disney Company, 2022) A mission and vision statement reflects the core of the existence of the company, and it focuses on the present for mission statement, and on the company`s future for vision statement. (Ward, 2020) 
Looking at this statement, the purpose of the organization is to inform, entertain and inspire people and their operating market is the whole world. The company offers to its customers unparalleled stories that reflect iconic brands. They will achieve this with creative minds and innovative technologies, this message is for both consumers and employees who will find out what kind of work environment the company offers. (Mukherjee, 2021) 
Regarding the company's vision, Disney declares that it wants to become a top brand in the entertainment industry worldwide. Starting from a company that only offered animation, Walt Disney became the most popular entertainment company in the whole world. 
According to University of Minnesota (2015) mission and vision statements play three roles (Figure 1.)
1. communicate the organization's purpose to stakeholders
2. informs about the development strategy
3. develop measurable goals and objectives.
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Figure 1.
In conclusion, the current statement of mission and vision of the Walt Disney company deeply emphasizes the purpose, the services, the public, the objectives and the impulse of the organization, ensuring its values. So, it can be said that Disney has a clear corporate and general mission statement in accordance with its strategy. Therefore, the new statement helps the Walt Disney Company to focus on the established strategic direction.
[bookmark: _Toc112008908]2.1.4 Economic and shareholders
The revenues and earnings (profit / loss) recorded by the Walt Disney company after the reorganization are presented in Table 1. It can see a significant increase in revenues in 2019 after the launch of the new Disney+ streaming service. But the global pandemic caused the company to register a dramatic decrease in revenues in 2020, due to the closure of theme parks and the cancellation of cruises, which led to a loss of 2.63 billion dollars.
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Table 2 shows the Market values at the end of each year from 2018-2022, as well as the P/E.
Table 2.
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In August 2022, Disney has a market capitalization (Market cap) of 221.62 billion dollars, being positioned in the 41st place as the most valuable company in the world by market capitalization.
P/E represents the share price relative to the earnings per share. According to analysts, the P/E ratio of the Disney company in 2018 presented a value that shows that it was unlikely to follow a strong growth in the future, and the P/E values from the years 2020 and 2021 investors expect for the company to grow and become more profitable in the future. (Market cap, 2022) The price of a share is $121.57, having an upward trend. 
Walt Disney being a large public company has institutional investors, they own over 50% of the company. Currently the largest shareholder of the company is Vanguard Group Inc. with over 137 million shares, this represents 7.5% of the company. The next two major shareholders are BlackRock Inc. and State Street Corp, they release 6.6% and respectively 4.0% of the shares. (Simply Wall St, 2021) There are also investors from within the company, the insiders. Walt Disney's largest insiders are Bob Iger, the company's CEO, and two other vice presidents, Christine M. McCarthy and Alan N. Braverman. (Carter, 2021)
[bookmark: _Toc112008909]2.2 Analysis
The strategic management process involves three phases planning or analysis, managing or development and tracking or implementing. In each of these phases can be used different strategy tools that can help managers to understand where the company is today and where is going to be in the future. 
The first phase implies analysis and planning and two of the tools which can help for understanding the environment are SWOT and PESTLE analysis.

[bookmark: _Toc112008910]2.2.1 SWOT Analysis of Walt Disney (Appendices, p. 17)
SWOT is a tool that analyses both internal factors, strengths and weaknesses of the organization, as well as external factors, opportunities and threats, helping to evaluate the current position and to decide on a future strategy for business.
Strengths.
 Disney has a strong cash flow that gives it the flexibility to make additional investments. Also, through good negotiation skills, he achieved strong networks and preferential offers in the USA from distributors, as well as close ties with suppliers to ensure high quality raw materials, creating good reliability. An important strength is that of the creative and innovative team of professionals with experience in mass media. Brand value is another asset of the company, the Disney logos and brand being recognized and loved by all ages throughout the world, and the impressive portfolio of brands: Miramax, ABC, ESP, Pixar, 20th Century Studios, Marvel. Property intelligence is a valuable resource and knowledge for the company.
Weaknesses
Large investments are necessary to maintain the quality standard, in the field of theme parks as well as cruises. The recent acquisition of 21st Century studio which was initially offered for 52.4 billion dollars and was finally acquired for 71.3 billion dollars is an example of poor financial planning. Negative publicity can also be a weakness, in addition to some complaints from consumers, Disney had to manage a complaint from the Walt Disney World actors' union during the pandemic for the company's non-compliance with some health and safety protocols.
Opportunities
The revival of the tourism industry after the global pandemic offers excellent prospects for Disney with cruises and parks around the world to attract customers. Disney can also take advantage of the popularity and reputation of the name. The acquisitions allow Disney to penetrate from different sectors, the Disney+ streaming service being a living example that can expand worldwide in the future.
Threats
Competitors must be permanently under the magnifying glass of any business to avoid the so-called Red Queen effect. Hacking and piracy represent serious threats because they are often practiced nowadays. And changes can be threats if they are not seen as challenges.
Concluding the aspects of the SWOT analysis, the Walt Disney company has enough strengths, resources to continue delight millions of people through the magic of their products.

[bookmark: _Toc112008911]2.2.2 PESTLE Analysis (Appendices, p.18)
The PESTLE analysis is the second tool in the strategic planning phase of the organization, helping to understand the dynamics of the market by analysing external macroeconomic factors.
Political
Disney has to follow and respect a series of special policies in the field of amusement parks and cruises, as well as in the media and trade of branded goods to protect intellectual property and avoid fines for non-compliance.
Economic
In order to protect his business from failure and achieve success, Disney will have to know the economic trend of the countries in which it operates, such as China's economy, which shows a decreasing rate of decline, or the high demand for entertainment products in developing countries.
Social
The social factors that can affect the business are the behaviour of customers and workers. Here you have to consider the culture of each region, the expectations they have from the company in order to manage this aspect well in favour of the company being successful. Feedback is important.
Technologically
The rapid advancement of technology makes this factor require continuous attention. Digital technologies are used in many media fields, creating and broadcasting films, amusement parks. For quality products, as Disney has accustomed its consumers, you need state-of-the-art technology.
Legal
This is an essential sensitive factor. In order to function in good conditions, regulations and laws must be respected in each country where the company carries out activities. Improving the legal protection of consumer rights, especially in developing countries, is imperative. This is a measure of success in managing business worldwide.
Environment
There are distinct environmental regulations in each country, so environmental concerns must be relevant to Disney, as well as climate and resource availability. The company is aware of the effects of weather changes, especially for outdoor activities. Another regulation would be regarding renewable energy, which otherwise represents a major advantage for the company's operation.
 So, it can be concluded that there are factors that can help the business and critical factors that must be respected for a good performance of the company.

[bookmark: _Toc112008912]2.2.3 Porter`s Five Forces Analysis (Appendices, p.18)
Porter's Five Forces help to understand the competition in order to develop a strategy that will increase the performance and profitability of the organization. It can also help to identify another attractive industry for a business expansion. The five key forces that are permanent in competitive pressure are:
1. Competitive rivalry
2. Power of supplier
3. Power of the buyer
4. The threat of substitution
5. Threat of new entry
1. The Walt Disney Company has to analyse the competition from different areas of the entertainment industry. Thus, in the field of film and television, the main competitors are Comcast, Sony, CBS; in the theme park industry it competes with Universal Parks and Resorts, Cedar Fair and Six Flags, and in the streaming industry, the newest field for the company, Disney also faces strong competitors such as Amazon, Netflix, Apple and HBO. Disney competes in a very competitive industry with strong companies that have substantial financial capabilities. However, the controversial acquisition of 21st Century Fox also meant the acquisition of a library of huge film and television properties, giving the company an advantage over its rivals, making Disney one of the most valuable companies in the world. In Porter's analysis this is a powerful force for Disney.
2. In the case of suppliers of raw materials, materials, technology, the market is very competitive, and Disney is in the position to choose the supplier that offers the best value for the price paid. The situation is different for specialized products and services, in which case suppliers can negotiate on their own terms because they have a stronger position. The demand for such products and services is not very high, so the force is weak.
3. Regarding buyer power, Disney ensured loyalty and appreciation of the quality of the products, services and experiences offered. The company has invested in the development of a strong brand, reliable and loved by consumers, the prices are moderate and accepted by them. So, this force is strong.
4. The threat of substitutes represents the alternative for consumers to choose one of the competitors. To counteract this phenomenon, Disney must continuously produce originality and quality products to maintain customer loyalty by anticipating their needs and requirements, being on trend and maintaining a relationship of trust and satisfaction between the company and customers. Considering the importance of the sensitivity and fragility of this analysed force, it is moderate to strong.
5. Regarding the threat of new entrants, Disney has a solid position due firstly to the almost one hundred years of experience in entertainment and media building a real empire and secondly due to the intellectual property it has accumulated this time. The company has acquired a variety of franchises offering a huge collection of characters and stories loved by audiences around the world, thus building an iconic brand making it difficult for any new entrant to compete with it.  For Disney this force is weak.
This relevant analysis gives the Walt Disney company a clear picture of the competitive environment as well as the current market situation of the organization, providing useful information for the development of future strategic decisions.
[bookmark: _Toc112008913]2.2.4 Porter`s Generic Analysis (Appendices, p.19)
Michael Porter wrote about generic strategies that give managers an excellent starting point in making decisions for the future of their organizations.
The generic strategies that Porter stated are:
1. Cost management strategy. This strategy is implemented in two ways: increasing profits by reducing costs prices and increasing market share by reducing costs and prices. This translates into using capital in technology to reduce costs. This strategy requires detailed internal focus on processes.
2. Differentiation strategy
This means more attractive products and services than those of competitors. In other words, we need research, development, creativity and innovation and therefore the ability to provide high quality products and services required by the market. Differentiation requires a creative, outward-oriented approach.
3. Focus strategy refers to concentrating on certain niche markets. The effect of this strategy can lead to greater customer loyalty to the company.
To be successful and to make a profit in a competitive market, the Walt Disney company has a strategy according to Porter's Generic Strategies Model based on product differentiation. That means the uniqueness of products and services. The company focuses on a broad market providing high quality, attractive and unique products that have a highly valued brand image
[bookmark: _Toc112008914]2.2.5 BCG (Appendices, p. 20)
The Boston Consulting Group Matrix (BCG Matrix) is a framework that helps organizations in evaluating the strategic position of the brand portfolio by analysing the company's competitiveness according to market attractiveness. In other words, the evaluation of the products/services in the portfolio according to the relative market share and the growth rate of the products on the market. The matrix consists of four quadrants depending on the low or high level of the market indicators for each analysed product. These are:
1. Question marks. The products in this quadrant have a low market share, being located in a growing market and require investments to become stars.
1. Stars. Here you can find the ``market leader'' products that hold a large market share in a growing market. They generate income but they also need cash to become cash cows.
3. Cash cows. In this area are products with a large market share that generate significant amounts of cash without requiring investments.
4. Dogs. In this quadrant are located the most ineffective products for the business, they have a low market share and a market with slow growth. As a rule, companies remove these products from their portfolio.
BCG Matrix applied to the Walt Disney Company
The Media and Entertainment segment is currently between the question mark and stars, even if it has an essential contribution to the company's total revenues because some of its activities, such as ESPN and the Disney+ streaming service, are new with a small market share. Disney+ has demonstrated its efficiency and success by surpassing competitors such as Netflix and Amazon Prime and has a good chance of becoming a star. 
Disney's stars are the movies that have enchanted both children and adults for decades with well-known heroes, and the new acquisitions such as 21st Century, Marvel, Pixar, Lucasfilm that add value to Studio Entertainment.
The cash cow for Disney are the theme parks and resorts segment, as large investments are not required to maintain its position at the head of a mature market. Disney Cruise Line would be between cash cows and dogs due to its small market share, but there are some investment plans that will materialize as soon as the situation after the global pandemic allows it.
In the quadrant of the dogs are the consumer products segment of the company that was severely affected by the impact of the pandemic/
BCG Matrix provided information on how new products/services can become stars and ultimately cash cows. The BCG Matrix has a connection with the product life cycle. (Appendix, p. 20)

[bookmark: _Toc112008915]2.2.6 Stakeholders Analysis (Appendices, p. 21)
Stakeholders mean parties that have a direct or indirect interest in its activities. They are internal or external to the organization. The stakeholder analysis consists of a matrix with four quadrants, which highlights the level of power and their influence in the business.
Walt Disney internal stakeholders
- The executive management team made up of CEOs, presidents, vice presidents and senior executives plan the company's strategies, proving their experience, creativity and commitment, and fall under the Great Power-Great Interest.
- The company's employees also demonstrated creativity, imagination and dedication, contributing to the success of the company's products/services. They are part of those with great interest because they have salaries, benefits, health and vacation programs, but they have little power, Disney being a corporate organization.
Walt Disney external stakeholders
- The company's shareholders also have major interest and great power. Top institutional shareholders are The Vanguard Group. Inc, BlackRock Fund Advisors, State Street Funds Management, State Farm Investment Management and Geode Capital Management LLC. Disney also has internal shareholders such as Bob Iger and other senior members.
- Company suppliers. They show great interest because their business depends by Disney's operations, having little power in decisions.
- Customers are at the centre of attention and represent a very important part for Disney, adapting its products and services according to their requirements, which gives them great power and low interest.
- Disney's strongest competitors are Comcast, Sony, Netflix, Amazon Prime, Universal Studios, Six Flags Entertainment, Cedar Fair, Royal Caribbean and Time Warner. Disney has eliminated part of the competitors through acquisitions.
- Other internal stakeholders are government institutions, unions, the communities where the company operates, but they are little interested and do not have a high level of power.
Each part has a role in Disney's success and this analysis helps in making strategic decisions.
[bookmark: _Toc112008916]2.3 Advantages and disadvantages of implementation the strategy
The data provided by the SWOT analysis to understand how the organization can perform (Ansary, 2021) and the analysis of the 5 forces to estimate the competition in the industry in which it operates (Rushit, 2021) helped Disney to choose the right generic differentiation strategy because the company pursues gaining market shares and offering unique features appreciated by their customers. (Mindtools, 2022)
The strategy that the Walt Disney company followed when it launched Disney+ was a deliberate strategy generated by conscious action and a rigorous analysis of the market, customer needs, own and competitors' strengths and weaknesses, (Stobierski, 2020) and it proved a success because each team he did his job in this project. 
According to Porter (1987), a diversified company has two levels of strategies: business unit (competitive) strategy and corporate strategy, and "the biggest mistake - and the most common one - is to have no strategy at all". (Porter, 2022) By restructuring the business in 2018, Disney established a new Direct-to-Consumer and International segment that includes ESPN and Disney+, which shows a corporate strategy and not one for a business unit.
 When Disney leaders thought about the strategy of launching the streaming service Disney + they "looked opportunistically at the next generation advantage." (Mc Grath, 2021) innovation being a systematic process, not episodic and strategy is simple and static.
As shown above, the strategy was deliberate and driven from the top, which led to the formation of team planners, the complete process the company implemented was rigorously documented from start to finish. This indicates the school of planning according to Mintzberg's model. At the same time, the 5 forces and BCG analyses provide information regarding the market and how the company is positioned, which leads to the school of Positioning. (Mintzeberg, 2017) 
The strategy thought by Disney was based on market studies and analyses, evaluating the existing resources and the capabilities of the company. The shareholders approved the restructuring plan proposed by the management.




[bookmark: _Toc112008917]3.0 Conclusion
The consequences of the strategy developed by the Walt Disney Company proved a success, continuing the tradition of leadership in the entertainment industry, offering its customers a new magical experience by launching the new Disney+ streaming service, together with ESPN. The strategy showed that the most profitable areas in the current business environment for Disney are Media Network and Studio Entertainment, as well as Theme Parks and Cruises Line for which the company has planned improvements. Consumer product segment affected by the search for new forms and opportunities to integrate famous heroes. Once again, Disney demonstrated its creativity in meeting the wishes of customers with quality films produced in the recently acquired studios. The adopted strategy led to maximizing profits as well as to growth initiatives that will generate long-term value for stakeholders.
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Property

- Reliability

- High quality of products/ services

-To maintain its operations and the
brand image need huge investment
from the company

- Burdening acquisition

- Negative publicity

- Poor financial planning

Opportunities

Threats

- Global expansion

- The company’s ability to build
innovative new attractions that bring the
imaginary world to life

- The ability to leverage the popularity of
the brand

- Strategic acquisitions

- Disney+ new streaming service

- Big name and icon brands

- Core competences

-Increasing competition

-Decreasing of tourism industry due to
financial recessions or pandemic

- Increase in piracy

- Increase in hacking

- Competitors

- Economic uncertainly
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PESTLE Analysis of Walt Disney Company

Political

Economic

= Policies regarding the protection of
intellectual property

- Specific commercial policies for
amusement parks, mass media

- Estimation of high revenues from the
markets of developing countries

- The impact of the slow growth of
China's economy

Social

Technological

- The need for strategies to intuit
customer behaviour and create
products and services according to their
expectations

- Cultural diversity

- The new tendency of people to access
online activities

- Digital technology is used both in the
making of films, as well as in media,
streaming, amusement parks.

- Devices used in amusement parks for
more competitive effects

Legal

Environment

- Compliance with the legislation at the
level of each country where the
company operates

- Compliance with the specific
legislation for entertainment, tourism,
media and franchising

-Improving the legal protection of
consumer rights

- The global industry environment is a
concern for the company

- The changing cyclical weather

- Assimilation of renewable energy

- Improving sustainability measures
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Cost Leadership

Cost Differentiation

Source of Competitive Advantage





image10.jpeg
< RELATIVE MARKET SHARE

I

QUESTION
MARKS

D
e
<C
ey
T
l_
=
®)
oc
()
|
(W)
e
(o,
<C
=

CASH COWS





image11.png
Sales

Introduction

Growth

Maturity

Decline
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Stakeholder

Internal Stakeholder :

A) Employees

B) Manager

C) Owners

Five major internal stakeholders :
Robert A. Iger

Alan Braverman

Thomas Staggs

Christine McCarthy

James Rasulo
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External Shareholder includes:
Suppliers

Society

Government

Creditors

Shareholders

Customers
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