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[bookmark: _Toc81324215]Introduction:

The purpose of this report is to complete a strategic analysis of how the central issues of GlaxoSmithKline (GSK), faced when using models and theories taught in the module and showing how these were deployed in emergent strategies. While demonstrating how the company achieved competitive advantage through their particular choice of strategic management. Using appropriate concepts, theoretical frameworks and techniques explored within the module. In addition, presenting these findings, and to give a recommendation, as well as a conclusion at the end of this report. 

























[bookmark: _Toc81324216]Company Background:

[bookmark: _Hlk79746703]GlaxoSmithKline plc (GSK) is a British pharmaceuticals company which started back in December 2000, through a merger with Glaxo Welcome plc and Smith Beecham plc. The cost of the merger was priced at $70 billion, which escalated the company into becoming the largest drugs pharmaceuticals manufacturer and research-based organisation in the world. There are 99,000 employees who operate in 150 countries around the globe. GSK’s headquarters are situated at 980 Great West Road, Brentford London TW8 9G. The company’s revenue for year ending 2020 was $34,099.00 million. GSK’s operations focusses on research and development, new medicines, and vaccines. The chief executive officer (CEO) of GSK is Dame Emma Natasha Walmsley, DBE, who acquired the position through succession back in 2017, from Sir Andrew Witty who has now retired (GSK, 2020; Rizhamadze, 2020; Prange and Kattebach, 2019).       

[bookmark: _Toc81324217]Mission and Strategic Objectives:

[bookmark: _Hlk77493561][bookmark: _Hlk79747054]The mission is to assist individuals to live a longer life, which is what the organisation offer with their innovative pharmaceuticals and vaccines. In addition, this is linked to the organisation’s new plan procedures for the improvement and refinement to the healthcare business, and besides, GSK seek to develop various partnerships with a wide variety of alliances, so the organisation supports the health of all individual patients. GSK also believe that it is  triumphant when patients can proceed in the best or most favourable way with their lives. Operating in a sensible trustworthy manner that ensure the organisations values are cemented well firmly within the culture of the organisation, and additionally, making decisions that assist the organisations beliefs in meeting societies expectations (GSK Our Mission and Strategy, 2017; Rizhamadze, 2020).       
GSK’s aim is to seek-out promotion with a balanced business portfolio, which has the ability to produce and deliver sustainable growth, and which focusses on GSK’s three sectors of business, Pharmaceuticals, Vaccines, and Healthcare. Furthermore, GSK’s most important consideration is the successful launch and process of managing the organisation for their new products from their pipeline. GSK’s target is to deliver several more products that have value, they have also restructured their Research and Development (R&D) for sustainable purposes that will accommodate the pipeline of products which will assist the improvements of individual patients treatments, and healthcare assistance. Furthermore, in Belgium GSK has a huge R&D facility, however, they also have facilities in the UK, USA, Spain, and China (GSK Our Mission and Strategy, 2017; Rizhamadze, 2020).        
In Belgium there are three areas for research development, and the manufacturing of vaccines, for instance, there is Rixensart, Weaver and Gembloux. In addition, there have been thirty vaccines which have been manufactured in Belgium. They consist of names normally ending in ‘-rix’ (for instance Rotarix), which represents GSK’s geographical area in Rixensart. GSK are also seeking new procedures of carrying-out research, which will witness the organisation contributing two laboratories, to external scientists, and to others with an academical background. The location for these open laboratories are based in Tres Cantos in Madrid, and furthermore in Africa, that are laboratories formulated to unearth current, effective, risk-free, and reasonably priced medicines for diseases which affect developing countries (GSK Our Mission and Strategy, 2017).
Furthermore, GSK are aiming to simplify their operating model, this will be achieved by reshaping the organisation and transforming how they operate, which will lower complications that will make the organisation more structured, and ensure resources are reinvested in other areas of the organisation. GSK are focussed on being an organisation that have a responsible attitude, so their strategy focuses on how they distribute success, is as significant as what the organisation achieves. Which ensures the organisations values are firmly cemented in their culture, so that decision-making can further assist best with societies  assumptions (GSK Our Mission and Strategy, 2017).
· GSK furnishes a quarter of the globe with vaccines.
· Nearly 40% of the globes children are inoculated for serious diseases, with vaccines developed by GSK.
· In Belgium 99% of GSK produce is exported which correlates to 1.2 billion doses distributed to 173 countries around the globe, and 80% of them are developing countries.
· GSK are viewed as the most significant distributer of vaccines for UNICEF and GAVI  (Global Alliance for Vaccines and Immunisations). And as part of the organisations push to enhance access, their scheme is to expand sevenfold over the next few years the number of vaccines they furnish GAVI.
· 1/3 of vaccines produced are focussed on diseases that are widespread in developing countries, which includes the trio of WHO infectious disease prime concerns: HIV, Malaria, and Tuberculosis. Furthermore, Belgium are developing the Malaria vaccine.
· GSK are the very first pharmaceutical organisation to sign an AllTrials campaign to research transparency.
· GSK are dedicated to the improvement and making more available medicines and vaccines to developing countries, and to put in place medical frameworks. The organisation are consequently appreciative for the number one status, five years consecutively in the independent (GSK Our Mission and Strategy, 2017).

[bookmark: _Toc81324218]Success Factors:  

[bookmark: _Hlk77522250]According to Garza et al., (2017) for the past few decades, manufacturing jointly with the service industry have experienced the effects of current technological opportunities, as well as their challenges, which have produced new measures for global, zonal, and local superiority. And as a result, the extreme compulsion by competitors and consumers, in regard to demonstrating better value for products and services, has resulted in manufacturing companies to switch to operational excellence capabilities, as a means to update their products and services and in conjunction lowering manufacturing fees and production times. Furthermore, one of the most successful systems that follows this directional path is lean manufacturing (LM). 
[bookmark: _Hlk77522282][bookmark: _Hlk79661147]However, the success of Toyota, and the multitude of manufacturing, and the likes of service companies, and the various contrasting industries, geographical regions and sizes have put to practical use LM practices, for the purpose of improving efficiency along-side production. In addition, in-spite of the reported tangible advantages which Toyota, and various Japanese auto manufacturers have attained knowledgeable facts within their operational surroundings, not many organisations across the globe have accomplished advancement through their lean endeavours. For example, Bhasin (2012) and Bhasin and Burcher (2006) decided, more than 10% of organisations who pursued LM noted an all-embracing undeniable success (Garza et al., 2017; Marodin, et al., 2017; Argiyantari, et al., 2020).
There are a multitude of justifications which are said to be behind this phenomenon, however, one of which is the absence of the lack of know-how in regard to the lean theory, and the theory having a range of potential uses (Mostafa et al., (2013). Synchronously, Dora et al., (2013a) her belief is that academical knowledge has uncovered that contrasting results with the lean systems assumption in dissimilar industry departments, as well as Dora et al., (2013a) highlights the requirement for carrying-out further industry-focussed examinations, to ascertain whether the lean theory has relevance to every manufacturing and service sectors. In addition, the response to that expression, this study highlights on the specific sector of the pharmaceutical industry, to be specific: European pharmaceutical manufactures (Garza et al., 2017;. Argiyantari, et al., 2020).
[bookmark: _Hlk79664563]A multitude of writers have emphasised how the pharmaceutical industry have taken much longer than others, from various industries to grasp the lean theory (O’Rourke and Green, 2006; Wagner et al., 2009; Pavlovic and Bozanic, 2012; Selko, 2011; Sieckmann et al., 2018), Alkhalidi and Abdallah 2018). However, the answer to this fact entails the moderately low cost of goods in comparison to price structure (Selco, 2011) and the authoritarian quality which characterises the pharmaceutical industry (Chowdary and George, 2011). Likewise, this is the experience of the pharmaceutical industry as a whole, European pharmaceutical manufactures stayed static to the lean theory until the beginning of the 21st century, when the titan European pharmaceutical organisations, appeared, e.g., Novartis, AstraZeneca and GSK started out on their lean travels (Chatterjee, 2014). Furthermore, the European pharmaceutical industry has been assessed as a priceless asset to the European economy, with an outstanding performance ratio against every other industry within the continent, which has a 25% value of the all-embracing global pharmaceutical industry (Nenni et al., 2014; Sinha and Mathura, 2019; Garza, et al 2017). 
[bookmark: _Hlk79668083]But nonetheless, the industry as a whole have faced challenges off great significance in relation to rising R&D costings, a drop in effectiveness, expiration of a multitude of patients (Nenni et al., 2014), which has witnessed a serious decline in profitability (Friedli et al., 2013). So, as a consequence of that, vital importance is required for the improvement of the organisations operational performance, by way of process excellence schemes, like the lean practice and principles which has come to light, as a way of dealing with these challenges (Wagner et al., 2009); Friedli et al., 2013). Although, moderate evidence of LM for the pharmaceutical industry occurs in organisations namely Lundbeck, Novartis, and GSK (Friedli et al., 2013; O’Rourke and Green, 2006; Chowdary and George, 2011), this has not been agreed by academic writings in regard to being relevant of lean initiatives within the European pharmaceutical sector, also the capacity of the latter to assist lean initiatives (Garza, et al 2017; Jasti and Kurra, 2017, p. 476).  
[bookmark: _Hlk79667772]Not to mention, the formally announced cases of LM accomplishments by the pharmaceutical industry, furthermore, no studies are known of academic literature which highlights research of lean readiness (LR) of European pharmaceutical manufacturers. In this line, Al-Najem et al., (2013), Garza-Reyes et al., (2015) and Kodali.,(2008) have emphasised the insufficiency of analysis surrounding the LR level of other industries, apart from the automotive where LM  was first initiated. Consequently, in view of the significance of the European pharmaceutical industry, this work explores the type of readiness for the sector to allocate an approved basis to implement the sustainment of LM. Furthermore, the significance of SME’s on a global scale has been called to attention over the last decade (Garza, et al., 2017; Marodin, et al., 2017; Argiyantari, et al., 2020).
In particular, as stated by Saad et al., (2006), SME’s account for a significant section of the manufacturing industry and at the same time the energy behind the sustainability of national economies. Likewise, Bakas et al., (2006) has highlighted the decisive factor of SME’s located in the European economy, where organisations make use of a large percentage of workers and supply substantially to the formation for consumers. However, to the extent that the pharmaceutical sector is involved, the European pharmaceutical industry comprises of 1,301 officially documented SME’s and a large proportion’s focal point is drug development (European Medicine Agency, 2014). Particularly the introduction of LM in SME’s account for a major significance in pursuing and achieving greater production for the sector (Garza, et al., 2017; Jasti and Kurra, 2017, p. 476).  

[bookmark: _Toc81324219]External Analysis:     

External analysis, this refers to the external environment which encompasses the pharmaceutical industry in which GSK operates. The main focus here is to analyse the forces within this industry and view the forces that affect the organisation directly or indirectly. An accurate study of this procedure is deemed vital for moulding the future of the organisation for the best possible outcomes. Furthermore, an external analysis also assists in seeing what opportunities and threats an organisation are potentially faced with, and more importantly where the potential for growth is for the organisation. To assist this process there will be a PESTEL Analysis which will follow below.

[bookmark: _Toc81324220]PESTEL Analysis of GSK:

The healthcare industry is going through a transformation, this is because of the advances in science and technology, which has seen growth for the industry, coupled with increased opportunities for research and development. Consequently, it is crucial for GSK to put-in-place  strategies which can react to opportunities and threats that may occur in the environment. As highlighted above earlier the PESTEL will bring about the topics of  various external influences, such as political, economic, social, technological, legal, and environmental factors.   
[bookmark: _Toc81324221]Political factors: 

[bookmark: _Hlk77706334]International trade, higher taxes, the UK’s stable political environment, low corruption, a stable political environment is vital for any nation, which attracts foreign investment, and holiday makers, to visit the UK who will invest their finances. Furthermore, the UK has good political relationships with a multitude of countries, in-spite of their political systems (Adamkasi, 2018; Bush, 2019; Farooq, 2020).   



[bookmark: _Toc81324222]Economic Factors: 

Governments, and individuals are now prepared to spend on healthcare, but the economies of these countries will need to be strong before the implementation process is put in place. Furthermore, if the economy in question has a declining market individuals will not view health as a priority or   may not possess the funds to take care of their health, and in addition, GSK will need to avoid these economies, which may affect a reduction in profits for the organisation (Adamkasi, 2018; Bush, 2019; Farooq, 2020).    
[bookmark: _Toc81324223]Social factors:   

If individuals from various countries view their health as a priority, who also believe it is vital to administer good quality produce, in consideration to their health, which will increase profits for GSK, and the areas they operate in. More factors that contribute are educated individuals can also contribute to GSK’s  profitable gains. Some countries where GSK run their operations may have strict alcohol laws, which would mean the organisation will need to make sure not to distribute drugs with alcohol, which would impede on their reputation (Adamkasi, 2018; Bush, 2019; Farooq, 2020).        
[bookmark: _Toc81324224]Technical factors:

Through the advancement of technology and the vast amount of research carried-out in regard to the fields of science and medicine, it is imperative that GSK persistently keep up with the advancement of products, so it is vital for GSK to seek out investment in research within the organisation that delivers increased profits, for instance, at present GSK are working on a project to introduce ‘electroceuticals’ that will assist with the treatment of chronic disease (Adamkasi, 2018; Bush, 2019; Farooq, 2020).    
[bookmark: _Toc81324225]Environmental factors:     

It is vital for organisations in the medical sector to adhere to all environmental laws to reduce their footprint, by carrying this out successfully, it will increase GSK’s brand image to their consumers, and deliver increased profits for the organisation. Therefore, investment in the activities such as CSR which assist in saving the environment will help deliver increased revenues (Adamkasi, 2018; Bush, 2019; Farooq, 2020).   
[bookmark: _Toc81324226]Legal factors:  

GSK are required to adhere to all laws of international countries they operate in, in addition, with healthcare it is vital to follow local rules and regulations, this will save GSK from ending up on the wrong side of the law, and receiving law-suits, however, even before setting up in various countries, GSK would have had to respect the laws of that particular country, for instance copyright laws, sales, or dealing with a drug that has been banned in that particular country, in cases such as these GSK would need to come up with a replacement so as not to affect their profits (Adamkasi, 2018; Bush, 2019; Farooq, 2020).

[bookmark: _Toc81324227]Industry Analysis: 

[bookmark: _Hlk79748031]According to Whiteside, (2021) Rizhamadze, 2020) the fastest growing industry at present is the pharmaceutical industry, or otherwise known as the pharma industry sector, with global revenues reaching $1,228.45 billion for 2020. Which equates to nearly 46% of revenue for 2020 in the North American region. However, according to MarketLine, industry profiles market analysis, (2020) the UK, pharmaceuticals sector have witnessed a  steep fall since 2016  of 7%, but moderate growth was accumulated for the rest of the period. In addition, the sector is anticipated to fall until 2022, with weaker growth anticipated for the rest of the coming period.  Furthermore, the pharma industry sector is viewed as an industry which has the ability to create increased growth, and potentially increased profits. The extremely popular drugs ensure the industry revenue streams of billions of dollars yearly. However, current drugs are not cheap to produce and require heavy investment, which cost organisations, such as GSK, and others in this sector millions of dollars to invest in research and development (R&D), furthermore, GSK’s total R&D expenses for 2020, reached £5.1 billion, and equates to 15.0% turnover and an increase of 12% (AER and CER) on the year before. (GSK, Annual Report, 2020). In addition, the tests which are required to be carried-out before they reach the market. Additionally, there are a vast number of new schemes that do not even reach the approved stage by the Food & Drug Administration (FDA), which results in a hefty financial waste to produce one product that will deliver profits. 
However, individual pharma stock investors are left with the challenging situation of analysis, that is caused by the high standard of technical knowledge, needed to assess the ability for new products, so they work as intended, and also the ongoing possibility of existing FDA-approved drugs. In addition, stocks that represent stability are ones that are affiliated to the larger – R&D, also mega cap organisations that have a variety of products, also a hefty R&D budget (Gassmann, et al., 2018; Rizhamadze, 2020). Nevertheless, the opportunities, for the best returns are said to be with the smaller capped organisations who hit scientific breakthroughs, (Whiteside, 2021). 
[bookmark: _Toc81324228]Industry Lifecycle:          

[bookmark: _Hlk77912264]According to The European Commission, (2019) the attention to competition law scrutinization, on merger controls, or antitrust investigations, will experience changes determined by the stages of the product’s lifecycle. Furthermore, the lifecycle of current medication starts off as a chemical compound, that is normally invented by research carried-out by “originator manufacturers” or other privately run research organisations such as (universities, or specialist laboratories) that receive support through being publicly funded. When the standard research has been concluded, the pharmaceutical product which has the chemical compound, is then put through a  verification test to ensure that it is safe and successful. As soon as the studies have revealed the current medicine has past the tests and is safe, the originator organisation will then apply to the competent agency for marketing authorisation. Which maybe with the European Medicine Agency (EMA) or a national authority.
[bookmark: _Hlk77912319]Furthermore, with the development cycles for innovative drugs which normally have certain risks, coupled with the lengthy process which also requires excessive development costs. Current estimations have revealed the price of delivering medicines from a laboratory to the marketplace is roughly EUR 0.5 billion and EUR 2.2 billion (converted from USD). Besides, only a tiny proportion of candidate molecules endure the development stages and eventually make the grade to reach the marketplace. Therefore, pharmaceutical (originator) organisations will possibly have some enjoyment, or some type of undivided exclusiveness in their specific market by patent protection with their products, and in doing so, will be able to retrieve their research and development costs. However, these matters change once the patent expires, furthermore, other organisations who copy (so-called “generic”) products will then decide to invade the market. In addition, these “generic entry’s” by others have a way of effecting the market by bolstering the competition, as well as forcing prices into a downward spiral for originator pharmaceutical organisations  (The European Commission, 2019).
However, some procedures of pharmaceutical organisations to guard their exclusivity might, under some circumstances, fall foul, or contravene European competition laws. Which may involve, e.g., patent clusters, patent thickets also patent settlements, the main purpose of this is to prolong market-exclusivity, as well as, other anti-competitive strategies, the outcome of which, is inflated prices. This particular sort of behaviour brings about, not only the chance of a price hike, however, this also has the ability to remove the incentive to innovate. Furthermore, in the AstraZeneca case, who were investigated by the commission, AstraZeneca had raised suspicion for abusing the patent process, and the process of authorisation of medicines, their main focus was to slow-down the competition to a commercially successful drug, from generic and adopt an equivalent imported pharmaceutical drug. This mistreatment by AstraZeneca comprised of circulating misleading facts to several EEA patent office, so that they could receive supplementary protection certificates (SPCs) and deceiving the rules and procedures implemented by national medicines agencies, by way of selectively deregistering their market authorisations. The conclusion being AstraZeneca received a financial penalty of EUR 60 million in 2005 (The European Commission, 2019).              
[bookmark: _Toc81324229]Porters Five Forces Analysis:
[bookmark: _Hlk77912395]According to Lynch, (2018) to analyse any industry this normally starts with an investigation into the forces that influences the organisation. The purpose of this type of investigation is to apply this strategy to create a competitive advantage for the organisation, and it will assist the organisation, and challenge rivals in the same sector. Furthermore, the theory for this framework was set out and applied by Michael Porter. In addition, his input to our knowledge concerning the competitive environment of an organisation has broad suggestions for a variety of organisations, whether they are public, or private sectors. This type of theory is normally applied utilising the framework put forward by Porter, his standard model is known as Porters Five Forces Model, this is because he highlights five forces which can assist an organisation, which are as follows:
1. The bargaining power of suppliers
2. The bargaining power of buyers
3. The threat potential of new entrants
4. The threat of substitutes 
5. The extent of competitive rivalry
The purpose of this type of analysis is to form an investigation to establish the way in which an organisation shapes their strategy to seek out opportunities within the environment they operate in, this will also assist the organisation against competitors and other threats. Porter cautiously gave a description of his own analysis as having concerns with the various ‘forces shaping industry competition’. Furthermore, the general concept can be utilised for the public services, non-profit-organisations, where organisations can challenge for resources, and government funding or charitable donations (Lynch, 2018).          
Diagram below sourced from :Knowing Your Market Position - Porter’s Five Forces Model » anova 
[image: See the source image]
The information below will assess the pharmaceutical industry and connect this information to GSK.
[bookmark: _Toc81324230]The bargaining power of suppliers – Low / medium: 
[bookmark: _Hlk77916369][bookmark: _Hlk79755888]This is due to the US market who need only raw materials to manufacture their drugs which are produced in-house. The other essential requirement is technology which assists the manufacturing and plant procedures. A third requirement is the suppliers issue the packaging and material (Gaudi, 2013). Therefore, the threats from new entrants to the pharmaceutical industry is regarded as low, to medium (Adamkasi, 2017; MarketLine Industry Profile, 2020).
[bookmark: _Toc81324231]The bargaining power of buyers – Medium / strong:
[bookmark: _Hlk77920704]New drug patents have a twenty-year life-span, which grants the manufacturing organisation, such as GSK to command a high price for the length of time. However, once that time has elapsed, the generic production starts which will see prices becoming more aggressive. In a similar fashion, the larger consumers such as, the NHS, Boots, Bupa and hospitals have a certain amount of bargaining power, however, individual consumers do not have this same bargaining power. The brand name is also another factor. This also lowers the bargaining power for buyers. Furthermore, buyers now have an advantage of using the internet which furnishes them to carry-out research on prescribed drugs, from their local GP’s which gives them more bargaining power. Therefore, taking everything into account the bargaining power of consumers and buyers is regarded as medium to strong (Adamkasi, 2017; MarketLine Industry Profile, 2020).   
[bookmark: _Toc81324232]The threat potential of new entrants – Low:
[bookmark: _Hlk77940208][bookmark: _Hlk80008892]For the US, UK, and other pharmaceutical industries, threats from new entrants are seen as low, the costs associated with the pharmaceutical industry are excessive, and establishing a manufacturing organisation in regard to start-up’s, research and development, marketing and sales, also distribution. In addition, there are no guarantees that money spent in this area will see a return on investment, certainly if GSK, or others do not produce drugs in time, which will see organisations losing out on millions in finances ( Sands, 2013). Players in this market have developed economies of scale, and for these players this produces higher revenues. Furthermore, another factor is the long and complicated procedure for the approval from the regulatory authorities. To initiate a brands and product differentiation is also a source of a low entry threat for new entrants. In addition, a new entrant may experience major challenges gaining access to channels of distribution. Many buyers of drugs have experienced this and failed. Therefore, new entrants will have serious challenges attempting to grasp market share. Further reasons are that many drugs have been patented, which means new entrants would need to start from the very beginning. Therefore, the potential threat of new entrants is low (Adamkasi, 2017; MarketLine Industry Profile, 2020; Reynaldy and Harimkukti, 2020).
[bookmark: _Toc81324233]The threat of substitutes – Medium / High: 
[bookmark: _Hlk79757606]Drugs that are patented, or that are still within the patent period, will not experience the threat of substitution. Furthermore, when the patent period has elapsed the generic period starts, (as already mentioned in the lifecycle section) and many substitutes will appear. Further threats are alternative medicines as well as the treatments related to such drugs. This is standard for eastern nations. Which additionally incorporates yoga, meditation, and a multitude of other therapies. Besides, homeopathic alongside herbal treatments are seen as substitutes among the pharmaceutical industry. Also, now with the added promotion of a healthier lifestyle, and the shift to more of a balanced diet, these and other are factors such as vigorous exercises are substitutes, to a vast number of drugs for the pharmaceutical industry. Therefore, threats of substitutes is medium to high (Adamkasi, 2017; MarketLine Industry Profile, 2020). 
[bookmark: _Toc81324234]The extent of complementary rivalry – High:
One of the most competitive industries globally is the pharmaceutical industry. A large quantity of the larger players in the industry have been established for some time now and are well known, on the worldly stage. In addition, revenues in this industry are placed at the higher end of the scale, also there are a many players in this industry, some of which are smaller, and others who are the bigger players of the market, additionally, there are stringent government regulations, which makes this industry challenging competitively. There is little, or no room for mistakes here. Further reasons that apply are the current trends of mergers and acquisitions where the bigger players in the industry snap up or buy out the smaller ones. Advancement in technology, has also played its part, currently with biotech and generics which has witnessed an escalation in competitiveness amongst players, and many of which have now adapted to the latest technologies. As a consequence, there is extreme pressure to stay innovative. Many of the major organisations are, Sanofi, Pfizer, Merck, AstraZeneca, and GlaxoSmithKline. Therefore, across the board, rivalry amongst the US, and the UK pharmaceutical markets are  high (Adamkasi, 2017; MarketLine Industry Profile, 2020).
In addition, when analysing your competitors, the theory suggests four segments which are: objectives, assumptions, strategy, and capability. Therefore, it is vital to analyse the strategic group of competitors in the same sector. Furthermore, strategic groups consist of organisations that are in a similar organisations to yours, and who adopt similar strategies. Competitor theory highlights on organisations who compete directly with other organisations. In addition, objective segments of rivals are interconnected by the way in which both organisations compete for business, to grow revenue, asset values, and diversification.                                                          Therefore, analysis which is determined by rivals, in the pharmaceutical industry signifies the directional development of pharmaceutical industry is determined by your competitors. Furthermore, analysis of these studies carried out by competitive organisations formulate strategies which are superior competencies, adopted by competitors for the implementation of strategies. And lastly, to analyse the probabilities which offers guidance in connection with products and services that will appear (Reynaldy and Harimkukti, 2020).
[bookmark: _Toc81324235]Internal Analysis:

[bookmark: _Toc81324236]Financial and Business Highlights: 
GSK’s financials in 2020, the organisation paid out 80p per share for their shareholders and anticipate repeating the same procedure for 2021. They also mean to implement current distribution policies in regard to dividends for 2022, the same year the organisation will be  divided into two separate businesses. In addition, this will guarantee the two businesses are competitive or has the correct capital structure or accompanying the volume to invest, and able to bring about growth returns for shareholders. Furthermore, taking everything into account, the organisation anticipate that aggregate distribution for the organisation and between the two companies will reduce to less than 80p per share previously paid. Words by the Chairman from (GSK Annual Statement, 2020-21).
According to GSK’s performance review group turnover was up 1% AER, and 3% CER in 2020, from £33.8bn in 2019, to £34.1bn in 2020. Total operating profits up 12% AER, and 15% CER in 2020 from £7.0bn in 2019, to £7.8bn in 2020. Adjusted operating profits down 1% AER, up 2% CER, from £9.0bn in 2019, to £8.9bn in 2020. Total operating margin, in 2019, 20.6% to 22.8% in 2020. Adjusted operating margin in 2019, 26.6% to 26.1% in 2020. Free cashflow, up 7%, from £5.1bn in 2019, to £5.4bn in 2020 (GSK Annual Statement, 2020).
[bookmark: _Toc81324237]Value Chain Analysis:
What is a Value Chain Analysis? 
According to Staff, (2019) a value chain is a business model that explains the entire scope of actions required to establish a product or service. Businesses which produce goods, a value chain incorporates procedures which includes developing a product from design to distribution, and all things in-between, in particular the procurement of raw materials, implementing and operating the production systems, also marketing actions. In addition, an organisation orchestrates a value chain analysis by assessing the elaborate plan incorporated with every course of action of the business. Furthermore, the reason of a value-chain is to improve the businesses productivity and efficiency in-order to drive maximum value and being cost effective at the same time (Michael Porters Value Chain).
Diagram below sourced from Smartsheet: Everything You Need to Know About Value Chain Analysis | Smartsheet
[image: See the source image]
[bookmark: _Toc81324238]Primary Activities:
[bookmark: _Hlk80023802]GSK’s primary activities consist of three tiers, Operations, Sales, and Marketing, which are linked to services. Operations involves the manufacturing, formulating, filling, packaging, controlling, extricating, also delivering, in-excess of 1.4 billion medicinal drugs.  Furthermore, operational duties includes assistance from the sustainability team who takes care of such matters. For sales and marketing, there are commercial teams that focus on patents (Haliburton, 2017) consumer and purchasers. Services encompass the healthcare functions of GSK (Jain, 2019; Muhammad, 2021). 
[bookmark: _Toc81324239]Secondary Activities: 
GSK’s secondary activities consists of significant operations which are: Firm infrastructure, Human resource management. Research and Development. Firm infrastructure involves corporate offices, Manufacturing outlets, R&D sectors. Human resource management  involves Compensation, organisational development and the enhancement of skills for workforce  (Jain, 2019). Research and development involves strengthening Consumer Healthcare with the launch of 28 debut new market products innovation for 2020, the organisation have delivered in-excess of more than 200 current innovative products for their newer markets (Annual report, 2020).  
[bookmark: _Toc81324240]Supply Chain Analysis:

[bookmark: _Toc81324241]Inbound Logistics:
Inbound logistics for GSK consists of receiving active pharmaceutical ingredients, (API’s) or raw materials, disintegrants, glidants, diluents, lubricants, and binders, which are purchased and sourced from other companies (FGN News, 2020).  
[bookmark: _Toc81324242]Operations Logistics:
GSK’s operations consist of operational work, which is carried out in their manufacturing plants, then put through the laboratories for testing, once they have been given the,  all clear by the labs, they are then labelled and forwarded to outbound section (Halliburton, 2017; GSK, Annual Report, 2020).
[bookmark: _Toc81324243]Outbound Logistics: 
Patients and consumers utilising GSK products, the organisation do their utmost to improve the health of their innovative medicines vaccines, and consumer health products for all consumers and patients (GSK, Our Business model Annual Report, 2018).  
The connection of the value-chain and pharmaceutical organisations are linked by four-stages, they are: discovery, clinical trials, manufacturing, marketing/distribution of medicines, furthermore, the larger sized pharmaceutical organisations (big pharma) are viewed as vital players in connection to R&D, into chemical compounds  (Zeller, and Van Hametner, 2018).
[bookmark: _Toc81324244]SWOT Analysis: 
According to Phadermrod, et al., (2019) to gain an understanding of the internal, and external environments of an organisation it is vital to assess the organisations resources, competencies, and competitive advantages. One of the best tools to assist the process is a SWOT Analysis. The Swot analysis allows organisations a deeper insight into discovering, where four major components to this procedure affect the organisation, which are Strengths, Weaknesses, Opportunities, and Threats. Furthermore, by applying this framework we will gain an understanding of where all of the four components for the organisation are. In addition, capitalising on the opportunities and strengths, and dealing with the challenges of threats and weaknesses.  
The framework above is what will be applied to GSK, below.
[bookmark: _Toc81324245]Strengths of GSK:
Joint venture with Novartis
[bookmark: _Hlk80103067]GSK acquired a 36.5% stake in Novartis, in 2018. Novartis is considered a big player in the pharmaceutical industry, healthcare and medicines and since acquiring their stake, GSK’s brand and market share have witnessed an increase in revenue, moreover, the organisation have also launched additional products into the market (Ali Shaw, 2021). 
[bookmark: _Toc81324246]Globally recognised brand
GSK’s products are being sold in 150 countries around the globe. The organisation has more than 87 manufacturing plants that are based in 36 countries globally. Furthermore, the organisations global appearance furnishes them with brand appeal, and strength which has also lowered risk for the organisation by diversifying their market share (Ali Shaw, 2021). 
[bookmark: _Toc81324247]Distribution Network
[bookmark: _Hlk80105605]Walk into most local chemists, and you will spot products made by GSK. Furthermore, the GSK brand is associated with strong distribution globally, and can be found in countries such as India, China, Japan, Malaysia, Singapore, Australia, Germany, Canada, UK, Russia, USA, and numerous other countries. In addition, the organisation manage all local suppliers globally, to ensure their products are made accessible for the multitude of stores they are in business with (Ali Shaw, 2021). 
[bookmark: _Toc81324248]Research and Development:
[bookmark: _Hlk80102008]For GSK to attain approved drugs in the United States for instance requires clinical tests by various physicians and logging the measurements with the FDA to examine. However, the time it takes to receive the final results are quite lengthy. Furthermore, GSK focus heavily on research and development of their medicines, and in addition, incumbents are able to get their drugs approved that much faster than others (Jain, 2019; Ali Shaw, 2021).
[bookmark: _Toc81324249]Weaknesses of GSK:
[bookmark: _Hlk80102942]Weaknesses for GSK are very much linked to patents, they have more than 1071, and other family drugs which total 51, these are located in 59 other countries to be precise. Furthermore, the organisation are required to make a note of specific expiry dates of drugs which maybe close to their closing dates, this is carried out across all the global drugs GSK own (Rizhamadze, 2020; Ali Shaw, 2021).
[bookmark: _Toc81324250]Opportunities Available to GSK:
These are connected to GSK’s quality healthcare, individuals have noticed the importance of healthcare and quality healthcare is in great demand, these services are increasing in emerging countries and developed countries globally. Hence, GSK’s focus should be to act on these opportunities to the maximum, in doing so by increasing consumer market share (GSK, 2020; Rizhamadze, 2020; Ali Shaw, 2021).
[bookmark: _Toc81324251]Threats that GSK have to face:
Threats faced by the organisation are linked to economic recession, and the effects of COVID 19, which have seen organisations going through forced closures on a global scale, and has seen many organisations go out of business, furthermore, individuals have seen lower incomes and buyer power is considered to be low in this period also (Ali Shaw, 2021). 
[bookmark: _Toc81324252]Strategic Resources and  Capabilities: 
[bookmark: _Hlk80637379]According to Johnson, et al., (2014) the Mckinzey 7S Framework, developed by The Mckinsey & Co consulting company, is an analysis tool that assists organisations and there “organisational design”. The target for this theory is to represent the way in which effectiveness is approached by GSK, this is achieved by taking into-account 7 vital components: – Structure, Strategy, Skill, Systems, Shared Values, Style, and Staff. Furthermore, the attention of the Mckinsey 7S framework is focussed on how all these components interconnect with each-other, in addition, the components are further categorised by “Soft Ss” and “Hard Ss” which suggests – when altering a single component, this will experience the domino effect, in the process of keeping up an effective balance putting “Shared Values” in the “middle” display’s the vital nature In regard to the impact of changes in the founder in connection to all the other elements.      
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[bookmark: _Toc81324253]Strategic Resources and Capabilities of GSK: 
Creating capabilities to create an impact, GSK’s capabilities are what bridges the gap between what seems “fantastic on paper” and great in reality. Now we take a look at the impact. An organisations capabilities is what assists an organisation to create a winning formular: However, what are these capabilities and furthermore, how is this achieved? GSK’s organisational capabilities are the abilities of the organisation and the way in which they run their day-to-day business, and in the process developing the business to achieve competitive advantage in the pharmaceutical sector. In plain speaking terms, capabilities are the way in which GSK accomplishes what it accomplishes.
[bookmark: _Toc81324254]Styles: 
[bookmark: _Hlk80642776]This component is linked to the leadership styles of the top managers at GSK, the style of management adopted at GSK is believed to be the charismatic style of leadership, this is because this style of management works best for organisations which perform best in team working strategies BV, 2021; Johnson, et al., 2014).
[bookmark: _Toc81324255]Staff: 
This is connected to the individuals at GSK, and the way in which they are developed by the organisation, this is also connected to recruiting processes, reward systems, and socialization. At GSK they source the best pool of talented individuals to work for the organisation, and in addition, this procedure is known to shape relationship ties amongst staff members in conjunction with consumers, patients, and shareholders (GSK Annual Report, 2020; Johnson, et al., (2014).
[bookmark: _Toc81324256]Skills: 
This is connected to staff, however, in wider terms this also connects the organisations capabilities. The general notion of capabilities is not focussed on just staff skills alone but considers other matters in connection with how these are implemented into the wider organisation. The Board at GSK are regularly in-touch with each other about these matters, the CEO,  CSO, and CFO, and the Head of Human Resource Management, globally in doing so to align the organisations strategies, performance and values-based culture. These are carried-out through assessments, and surveys. Which is linked to a culture dashboard that monitors four procedures: 
· Appointing the correct individuals
· Leadership capabilities
· Employee engagement
· Ways of working
This is carried-out by the Head of Human resources, who then keeps the Board up to speed on the current developments surrounding these issues. In addition, the Board are extremely supportive on these matters of cultural change and seek to advance various individuals that have the right training and characteristics and are deemed worthy of promotion at GSK (GSK Annual Report, 2020; Johnson, et al., (2014).

[bookmark: _Toc81324257]Superordinate goals:
This is connected to the goals and purpose of GSK, and the purpose of the organisation in general, basically what links the vision, and objectives, this component of the Mckinzey 7S framework takes centre stage of the rest of the components and should support all the others. GSK’s culture and values governs how the whole global organization functions, their core values are very much linked to patient focus, integrity, respect for all individuals along with transparency. Furthermore, GSK require all staff members to uphold the values of the organisation and to act in a transparent manner throughout. In addition, GSK do their utmost to motivate all staff, in-order to place the organisations values at the centre of the decision-making procedures, in regard to strong leadership. Furthermore, all of the above are what creates a common identity for the whole organisation (GSK Our Culture and Values, 2021; Johnson, et al., 2014).
[bookmark: _Toc81324258]VRIO Framework:
According to Carter, (2019) “If hard work isn’t enough, what should I do to help my business succeed?!” 
[bookmark: _Hlk81146495]The answer is simple: VRIO. The VRIO framework is a business analysis structure that assists individuals and managers to gain an awareness of a particular organisation, and the organisations possibilities, resources, and abilities to survive over a period of time. Furthermore, applying the VRIO framework measures how an organisation can attain and boost growth, in addition increase profits ensuring the organisation is continuously in front of all competitors, which will also assist the ability of furnishing your organisations structure (Carter, 2019). However, according to Chatzoglou et al., (2018), the theory of strategy is very much linked to an organisation and how that organisation performs, in addition strategy is also a main focus point and a decisive factor in the decision-making procedure. 
(1) Strategic Orientation.
GSK’s strategic orientation consists of the creation of two new businesses set-up in 2020, (already mentioned earlier) their strategic priorities which involves a two-year schedule in which to make-ready GSK for the partition into two individual new businesses: New GSK that will function as a biopharma business, that’s linked to R&D focussing on science in connection to the immune system, application of genetics in conjunction with current technologies; new Consumer Healthcare business with premium brands alongside innovation science linked to consumer understandings (GSK Strategic Report Annual Report, 2019).    
(2) Distinct Manufacturing Capabilities.
GSK’s distinct manufacturing capabilities Involves the making of all products, medicines, vaccines, and healthcare, in addition, making sure of their safety as well as being premium quality, in connection to their duty of responsibility. This affords GSK the drive to innovate throughout their whole operation (Manufacturing and Supply GSK, 2021).   
(3) Organisational Structure; and 
Organisational structure involved the Board in 2020 enhancing their corporate governance framework to extend the effectiveness in the way in which the Board works to uphold the Corporate Executive Team (CET) in how they bring about the transfiguration of their biopharma section and the planned partition of Consumer Healthcare. Furthermore, GSK’s procedure control, and risk management put in place by the Board, are an intrinsic section of the corporate governance framework (Board  Architecture Annual Report, 2020).    
(4) Firm Performance
Firm performance, according to Thickness, (2020) “GSK  fall short of forecasts as firm prepares to split”. Furthermore, GSK witnessed a slight rise in operating profit and earnings for 2019, put out a notification about the planned partitioning of the two businesses, in view of the current venture with Pfizer. In addition, earnings-per share did not live-up to analysts calculations, at 123.9p, slightly under approximation of 125p. Additional pressures concerning the price in connection to respiratory drugs, that patients ceased was singled out for the short fall.
[bookmark: _Toc81324259]Strategies to Sustain Competitive Advantage:
According to Walmsley, CEO (2018) who addresses a meeting on the discussion of (Accelerating Our Business Strategy), 
Balanced business to deliver growth and returns to shareholders
Walmsley begins by saying how happy she is to be here to talk about the statement the organisation previously put out that day, about the negotiation to buy out a stake in Novartis, in GSK’s Consumer Healthcare the joint undertaking. GSK’s strategic strength is the organisations business portrayal after/beyond pharma, involving the sustainability in regard to returnable growth also revenues. The agreement concluded this day strengthens the organisation trio of global businesses, and in addition will up-hold the all-inclusive performance as well as capital planning for the organisation. 
Advancing our priorities
In addition, moving forward on the organisations prioritisations on the year before, I put in-place my strategic priorities: Innovation, Performance also Trust, and the organisations capital allocation structure. This undertaking that our organisation have negotiated on this day is in-line with current prioritisations and structures. Furthermore, with complete possession of our Consumer Healthcare business, our forecast is to bring about improved working measures. Most significantly, the buyout dispels the unpredictability for the organisation with the abolishment of the Novartis put option. This affords the organisation to plan the way in which capital is used in-terms of other priorities, principally Pharma R&D. As discussed previously, to strengthen and invest in the organisations pipeline will be vital in assisting with support for the organisation for the foreseeable future, in relation to future growth, furthermore, we anticipate releasing an opening update for the market in regard to our R&D plans in Q2.     
Two important milestones for Consumer Healthcare

Furthermore, the purchase of the Novartis allows GSK shareholders control of the whole value of a business that the Board anticipate being appropriately situated to bring-about future growth and ongoing operating margin advancements. The Board are also positive about the investments and further changes relating to business in current years, creating powerful new brands, and a firm focus on OTC and Oral Health, better innovation possibilities, heightened focus to digital, new efficiency of profit earned as a function of operating costs, in conjunction with creating a devoted team, in which to attain a winning organisation. In addition to assist the funding in accordance with the Novartis buy out, the Board will notify a strategic examination of Horlicks alongside several other Consumer Healthcare healthy food products. 

Horlicks is a fantastic brand that has a lengthy history, principally in India however, in regard to financing that undertaking, and the organisations wishes would heighten more attention on OTC and Healthcare portfolios, and further group allocation priorities, it is sensible for the organisation matters. In view of the increased amount of Horlicks revenue which stems from Indian subsidiary, GlaxoSmithKline Consumer Health Ltd, which is a listed company, and our organisation have the lions shareholding, furthermore, a strategic examination will involve an appraisal for this shareholding. We anticipate that this examination to be completed by the end of 2018. In addition, it significant to highlight how India is currently, and is still regarded as an important market for GSK. Consumer Healthcare remains committed to the investment to growth opportunities for OTC and Oral Health brands in India e.g., Sensodyne and Eno, and the organisation are robustly ploughing Investment into our pharmaceuticals and vaccines sector, in-particular a new and expensive facility in Vemgal, Karnataka (Walmsley, CEO, 2018).

[bookmark: _Toc81324260]Growth Strategies:

According to Hart, (2021), the Ansoff Growth Matrix, is a measuring tool that assists organisations with the analysing, planning, and the execution, of various strategies that initiate growth, and at the same time assessing relevant risks and relevant exposures in connection with each particular segment. The model came about through Igor Ansoff, a Russian-American mathematician in 1957, and highlights two segments of concern in connection to growth:

· Products (what they sell)

· Market (who they sell to)

Encompassed in each segment, organisations are motivated to widen their existing functions including the discovery of new products and markets. The more you move away from current products and traditional markets, the higher the element of risk. The Ansoff Growth Matrix applies four possibilities in regard to growth strategies in the form of 2 x 2 table or grid. The (x) axis determines two new existing products and the (y) axis two new and existing markets. 


[image: See the source image]

Diagram above sourced from: Ansoff Growth Matrix Template for PowerPoint – Slide Model
In 2020 GSK furnished the market  with 28 new products across their categories. The total number of products are 200 current, which were for new markets. They involved Sensodyne Sensitivity & Gum and Polydent Cushion and Comfort (Strategic Report Annual Report, 2020, p. 29). According to CFI, (2021) diversification strategy, has connections to an organisation when they enter new markets with a new product. Even-though this strategy is said to be the riskiest, because due to market and product development are required, these risks can be made less severe or intent through associated diversification. In addition, diversification strategy may produce the best possibility to increase earnings, because it unlocks a completely new earning potential for the organisation, creating earnings to a market which the organisation did not have earlier have access to. Additionally, diversification comes in two forms that an organisation can utilise: 
1. Related diversification: There are possible synergies which can be understood clearly between the existing organisation and a current product/market.
For instance, a producer of leather shoes begins a line of leather wallets and accessories, pursues a diversification strategy which is related.
2. Unrelated diversification: Have no possible synergy which may be perceived in connection to an existing organisation and a current product/market.
For instance, a producer of leather shoes starts to produce mobile phones, is pursuing an unrelated diversification strategy.

[bookmark: _Toc81324261]Green Strategy and CSR:
GSK are committed to demonstrate a net zero influence on climate change, this according to the organisation will be achieved by 2030.
GSK have set themselves a challenging target in regard to new climate and connected nature targets by November 2020, and by 2021 have stated they issue further updates in their 2021 Annual Report. GSK’s new target is to achieve a net zero scope for 1. 2. also 3. Carbon emission waste by 2030. In addition, to these climate targets GSK have recognised for 1.5C emissions depletion targets, this covers (Scope’s 1. 2. and 3.) from the Science Based Target initiative. GSK have also associated links to RE100, strengthening their dedication to renewable electrical energy and EV 100, lowering the effect of the organisation sales fleet.
GSK have set themselves a target in accordance with their nature targets on water waste by lowering the circularity, this also includes (the elimination of plastics), API emissions reduction, and the adoption of biodiversity proposed strategy, including the gauging of carbon and the improvement of land usage. GSK will also affiliate with Science Based Targets in connection to nature steps that measures the organisations impact on nature and find recognised targets when this methodology has reached a conclusion. 
GSK look to deliver on all targets, this will be achieved through committed actions to all areas of priority, in addition to combining these duties with others, this also includes our suppliers and consumers. Protecting global heath and in addition improving the health of individuals  (GSK Environment Annual Report, 2020, p. 43; GSK Environment, 2021) .    






[bookmark: _Toc81324262]Conclusion:

This report has delivered a strategic analysis of how the central issues of GlaxoSmithKline (GSK), faced when using models and theories taught in the module and showing how these were deployed in emergent strategies. 

[bookmark: _Toc81324263]Recommendations:

GSK should pursue revenue in new, markets this is where growth is firmly situated for the organisation, as already mentioned in the repot. 
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