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Executive summary

A leading maker of complex metal products and components, Precision Castparts Corp., also known as PCC, specialises in forgings, aero structures, and investment castings for critical aerospace and power applications. In each of the markets it serves, PCC faces competition from other companies, yet it stands out. Competitors use the same manufacturing technique or a different one to produce goods and parts that are comparable to those made by PCC. Despite intense competition, PCC is one of the leading providers in the majority of its sectors thanks to excellent client interactions, technological know-how, and committed staff.

In the study that follows, it is made clear that PCC's history, mission, and environmental circumstances were important factors in the company's development into an exceptional business. The company has established a name for itself. The accomplishments and efforts of significant predicted management figures are covered in the section that follows. This section highlights a number of well-known individuals who play important roles in PCC and who are highly accountable. In addition, the SWOT and PESTLE analyses of PCC's environmental situation were used to assess its competitive position.

The report then evaluates PCC's present strategic plans, which include the use of acquisitions, global market expansion, and investment in R&D, after examining the environmental situation. It also emphasises highly valuable disciplines like customer loyalty, product leadership, and operational quality. A general strategy that a business should utilise in order to gain a competitive advantage, such as cost leadership, differentiation, focus strategy, and grand plans like growth, innovation, and quality development that the business uses.




Introduction

Precision Castparts Corp. (PCC) is a premier, global manufacturer dedicated to creating parts that are high-quality, affordable, and delivered on time for all of its product lines. PCC is committed to giving its clients the finest service possible and is constantly seeking for new opportunities to expand strategically and commercially. PCC upholds high standards in the creation of items of the highest calibre that satisfy the most exacting demands of its affluent clients.

For oversized, intricate structural investment castings, airfoil castings, forging parts, aero structures, and highly developed, essential fasteners for aerospace applications, PCC is the market leader. The company also leads the market in airfoil casting production for commercial gas turbines. In addition, PCC manufactures metal alloys and other materials for the casting and forging industries, as well as extruded seamless pipe, fittings, forgings, other clad products for use in the oil and gas and power generation industries.

PCC has been led by only three people throughout its history: Ed Cooley, Bill McCormick, and current Chief Executive Officer Mark Donegan. During their careers, each made significant contributions to help PCC become one of the world's leading manufacturers. Berkshire Hathaway purchased PCC in 2016.
Precision Castparts named Mark Donegan as president and chief operating officer in 2001, and then as chief executive officer and chairman in August of the following two years. Donegan began his career with the company in 1985 as a manufacturing supervisor in Portland. The company's acquisition of the airfoils business opened up numerous new career prospects, and Donegan relocated to Cleveland to head a small firm. A huge aerospace airfoil plant followed soon after. In the early 1990s, he returned to run the structural casting business through some of the most challenging times in the company's history, cutting costs, shortening lead times, strengthening relationships with long-time customers, and gaining new business.

In its entire history, PCC has only had three chief executives: Ed Cooley, Bill McCormick, and the current CEO Mark Donegan. Each individual contributed significantly throughout the course of their employment to assist PCC in becoming one of the top manufacturers in the world. In 2016, PCC was purchased by Berkshire Hathaway.
Mark Donegan joined Precision Castparts in 2001 as president and chief operating officer. In August two years later he was named chief executive officer and chairman. In the early 1990s he managed the structural casting division through some of the most difficult periods in the company's history while reducing costs, reducing lead times, fortifying ties with long-standing clients, and securing new business.

The aircraft industry was in one of its cycles when Donegan became CEO. He noticed a window of opportunity during the slump. Donegan offered deflationary pricing to major aerospace clients in exchange for longer-term contracts and increased market share because it was confident in its ability to reduce cost structures in the future. This approach was so successful that the business had the greatest number of parts in development in its history when the new contracts started in early 2003. As these components were created, Precision Castparts saw record-breaking sales, and the cycle was again resumed.


Donegan concentrated on profitable expansion by constantly seeking out strategic acquisitions that enhanced the business's core competencies while continuing to instil production discipline in the plants. Additionally, Donegan entered new markets by using underutilised internal resources.

The long-term strategy of Precision Castparts will still mainly rely on acquisitions. Forged Products has significantly increased the scope of its product offering in order to improve its position in the aerospace and oil and gas end markets. Airframe Products has actively acquired aero structures companies and added more aerospace fastener assets to its portfolio to complement Primus International's range of complex components and assemblies. The acquisition of TIMET generates a plethora of operational efficiencies and strong growth potential on both the top and bottom lines, in addition to offering a crucial internal source of titanium.
























Strategy

What is strategy?

The long-term course of a company is determined by its strategy. As a result, Amazon's long-term focus is shifting from selling books to providing various internet services. Disney's long-term strategy is to transition from cartoons to a variety of entertainment. This report investigates how this concept of strategy applies in real-world situations, clarifies the various levels of strategy, and describes how to summarise an organisation's plan in a "strategy statement."

Defining strategy

The definition of strategy as the long-term course of an organisation suggests a broader perspective than some popular definitions. Alfred Chandler and Michael Porter, both from the Harvard Business School, Peter Drucker from Claremont University in California, and Henry Mintzberg from McGill University in Canada are among the top strategy theorists represented in Figure 1. Each identifies crucial components of strategy. Chandler emphasises a logical progression from goal and objective identification to resource allocation. Porter emphasises purposeful action, diversity, and competition. According to Drucker, it is a notion about how a company will succeed. To account for the reality that strategies don't always follow a clearly determined and logical plan but can also arise in more ad hoc ways, Mintzberg adopts the position that strategy is less certain and uses the word "pattern." Sometimes strategies are the result of a sequence of little decisions that come together over time to form a recognisable pattern or "strategy."
The definition of strategy is "the long-term direction of an organisation." This offers two benefits. First, an organisation's long-term course can be determined by both purposeful, rational plan and more gradual, emerging patterns of strategy. Second, long-term planning can incorporate both competing and differentiating techniques as well as methods that acknowledge the need of collaboration and even imitation.

Figure 1.
...the determination of the long-run goals and objectives of an enterprise and the adoption of courses of action and the allocation of resources necessary for carrying out these goals' - Alfred D. Chandler 
'Competitive strategy is about being different. It means deliberately choosing a different set of activities to deliver a unique mix of value' - Michael Porter 
'a firm's theory about how to gain competitive advantages' - Peter Drucker 
'a pattern in a stream of decisions' - Henry Mintzberg 

The three elements of this strategy definition, the long term, direction and organisation - can each be explored further.

Long Term. Strategies are frequently evaluated over years, sometimes even a decade or longer for certain organisations. The framework of the three horizons in Figure 2 emphasises the value of a long-term perspective on strategy. According to the three-horizon concept, organisations should consider themselves to be made up of three different types of business or activity, each of which is determined by their "horizons" in terms of years. The present key operations are essentially the enterprises in Horizon 1. Businesses in Horizon 1 need to be protected and expanded, but it is anticipated that their long-term profitability will likely be stagnant or dropping. Businesses in the Horizon 2 are new ventures that should offer fresh revenue streams. There are other Horizon 3 possibilities, but nothing is certain about them. These are frequently high-risk research and development R&D initiatives, start-up businesses, test-market pilots, or initiatives comparable to these. Horizon 3 may be ten years away. The fundamental idea behind the "three-horizon" paradigm is that managers should avoid concentrating on the immediate problems with their current activity, however timescales may vary. The goal of strategy is to extend Horizon 1 as far as feasible while also keeping an eye on Horizons 2 and 3.
[image: See the source image]Figure 2.

Strategic direction. Strategies have a long-term trajectory that they follow over time. Sometimes a clear pattern for a strategy direction only develops over time. However, managers and business owners typically attempt to align the course of their strategy with long-term goals. The goal that directs strategic direction in private sector businesses is typically to maximise profits for shareholders. Profits do not, however, always determine a strategy's course. First, public-sector and non-profit organisations might base their strategic decisions on other goals. For instance, a sports team's goal might be to advance to a higher level. Second, even in the private sector, strategy is not always determined solely by profit. Therefore, family firms may occasionally forgo maximising earnings in favour of family goals, such as handing administration of the company to the next generation. Strategic direction's underlying goals must constantly be carefully examined.

Organisation. The treatment of organisations as distinct, cohesive entities is not practised. Numerous relationships exist within and outside of organisations. This is so because organisations often have a large number of internal and external stakeholders, or individuals and groups who depend on the organisation and on which the organisation depends. Organisations are populated internally by a variety of individuals, each with a different, often conflicting, but generally reasonable, point of view. Therefore, it is critical to examine the individuals involved, their varied interests, and perspectives while developing a strategy, as well as to look inside organisations. Organisations are surrounded by significant relationships on the outside, such as those with investors, alliance partners, regulators, and customers as well as suppliers and other customers. Therefore, a strategy must be deeply concerned with an organisation's external borders, including decisions about what to include inside the organisation and how to handle significant interactions with what must be kept outside.
The term "strategic management" is occasionally used to refer to the practise of managing people, relationships, and resources as part with a strategy. In my opinion, managing is always crucial to strategy. In addition to the analysis of strategy, good management practises are important.



The purpose of strategy: mission, vision, values and objectives

What serves as a strategy? According to Cynthia Montgomery of Harvard University, the main responsibility of a strategist is to identify and articulate the organisation's compelling purpose. This goes beyond basic profit maximisation, even for private-sector organisations, as long-term success and employee motivation typically require statements of purpose that go beyond simple earnings. Montgomery asserts that the organisation's stated goal should address two linked issues: how does the organisation make a difference and for whom does it make that impact? If an organisation's stakeholders can identify with this goal, it may be very motivating. In fact, research by Jim Collins and Jerry Porras indicates that the clear direction and inspiration provided by such declarations of purpose may be responsible for the long-term success of many US firms, including Disney, General Electric, and 3M.
Organisations often define their mission in one of four ways:

A mission statement seeks to make it clear to stakeholders and employees what the organisation's core purpose is. This is frequently conveyed in the seemingly straightforward but difficult question, "What business are we in?" What would be lost if the organisation did not exist? And "How can we make a difference?" are two related questions that can help an organisation define its "business." Collins and Porras suggest that understanding the fundamental mission can be accomplished by beginning with a description of what the organisation actually does, then repeatedly delving deeper into the organisation purpose by asking "why do we do this? ", even though they do not use the term "mission statement."
A vision statement addresses the future that an organisation hopes to build. The vision usually conveys a desire that will inspire people, increase commitment, and challenge performance. So, now the question is, "What do we want to accomplish?" Asking themselves, "If we were sitting here in twenty years, what we want to have done or achieved," Porras and Collins say managers can identify this.

Corporate values statements convey the fundamental and enduring core "principles" that direct an organisation's strategy and specify how the organisation should function. Objectives are declarations of particular results that must be attained. These are frequently described in specific financial terms, such as the volume of sales, the level of earnings, or the share price in one, two, or three years." Additionally, organisations may have measurable market-based goals, such as market share, customer satisfaction, repeat business, and so on. Sometimes goals are focused on the elements that provide a company a competitive edge. Organisations are increasingly establishing goals known as "the triple bottom line," which include not just economic goals like those listed above but also social and environmental goals related to their corporate social responsibility to larger society.

Visions, missions, and values can provide more enduring sources of direction and motivation than the concrete character of objectives, despite the risk of becoming bland and too broad. Therefore, it is essential that strategy statements have significant vision, goal, and values.

Strategy statements

All business owners and managers, according to David Collis and Michael Rukstads of the Harvard Business School, should be able to summarise their organisation's strategy in a "strategy statement." The core aims (mission, vision, or objectives) that the organisation wants, the range or area of the organisation's activities, and the unique advantages or skills it has to achieve all of these should be the three key elements of strategy statements.
PESTLE Analysis

Success of the business is determined on its competitive advantage. For all organisations to maintain a stable position in the market, both their internal and external environments must be maintained. In this context, the SWOT and PESTLE analyses are used to assess PCC’s competitive position.

Increased military and defence spending globally presents a political opportunity where tariffs could be applied to protect sectors vital to the defence sector.
The uncertainty that Brexit has caused for UK operations can be used to identify political dangers. Additionally, a high degree of political interference and the protection of rivals through tariffs imposed by other nations can endanger global economic expansion.

The economic climate at PCC significantly helps the organisation realise its objectives.
Economic expansion into undeveloped nations is possible thanks to the globalisation of commercial air travel, as demonstrated by PCC's success.
The global Covid 19 pandemic is the main threat to the economy right now. This has had devastating effects on airlines and the civil aviation sector, as well as the volatility of oil prices, which has an impact on the price of air travel and, in turn, demand.

The firm must uphold the values, beliefs, customs, and culture of the society in accordance with the social context. To keep customers loyal, the company keeps up with their ever-increasing demands.
The fact that society is becoming more aware of the environmental impact of air travel poses a threat to the social environment. This supports the public demand for the adoption of renewable energy sources and reinforces the need for product innovation.

A corporation must adopt all technological advancements in accordance with the technological environment in order to meet customer needs and maintain a strong market position.
3D printing, the increased usage of renewable energy technology, and the utilisation of composite materials in aircraft engines should all be new development opportunities for PCC.
If the industry did not make use of PCC's specialty metal alloys and procedures, the risk of all this new technology to the company would become apparent.

The legal environment of PCC has been protected by long-term contracts with its clients.

Environmental threats could also present new potential for the business. PCC will have the opportunity to create new goods and processes, as well as investigate new markets, if new regulations are put in place to address climate change, which encourage more efficient planes.

The economic aspect that affects PCC's performance is the most important external environment component. By having easy access to money and other resources, the company can benefit from a strong and supportive economic climate, which enables it to create sophisticated and unambiguous business models for future expansion (Wiedemann, 2013).




SWOT Analysis

Strengths of PCC – Internal Factors

One of the top businesses in its industry, Precision Castparts has a variety of benefits that aid in its commercial success. These benefits aid it in expanding into new markets as well as maintaining its current market share.

The company's smart acquisitions across a number of markets have likewise improved its strengths. The corporation now has greater shareholder value as a result.
The demand for its products has increased as a result of increased customer loyalty, effective and enlarged market sharing in Europe, Asia, and the United States.
Due to its increased emphasis on research and development as well as the use of cutting-edge technology in the production of its products, the company has achieved a competitive advantage.

Outstanding Results in New Markets - PCC is known for successfully breaking into new markets. The company has been able to reduce economic cycle risk in the markets it serves and diversify its revenue streams as a result of the expansion. PCC has a strong track record of successfully introducing new products and innovations.

Over the years, Precision Castparts has established an extensive distribution network that enables it to access 95% of its potential customer base.


Weakness of PCC – Internal Factors


Making decisions is the essence of strategy, and by using SWOT analysis, a company can improve its competitive advantage and strategic positioning.

The company has a very small pool of potential customers. This directly affects the business's capacity for revenue generation.

The acquisitions strategy may be highly expensive for the organisation given the general economic recession.

In comparison to similar businesses in the sector, there is a significant rate of employee turnover. Compared to its rivals, Precision Castparts has a greater personnel turnover rate and must spend much more on employee training and development.

Precision Castparts is not very adept at estimating product demand, thus it ends up retaining more inventory both in-house and in distribution. This is one of the reasons why the day’s inventory is high in comparison to its competitors.

Precision Castparts struggles to predict consumer demand for its products, so it ends up keeping more inventory on hand for both internal usage and distribution. The day’s inventory is high in contrast to its rivals.

At the moment, technological spending is not keeping up with the company's goals. Innovative technology should receive more financial support. Given the size of its operations and the several regions it intends to explore, Precision Castparts must make greater technological investments to unify processes across the board.

Opportunities for PCC – External Factors


New patterns in customer behaviour may create new opportunities for Precision Castparts. It offers the business a fantastic opportunity to expand into new product categories and create new revenue streams.

Due to the implementation of a new technical standard and a government free trade agreement, Precision Castparts has the chance to access a new emerging market.

PCC can apply a differentiated pricing strategy in the new market using the new technology. The business will be able to retain its current customers by offering outstanding service while also luring in new ones with extra price-beneficial proposals.

Reduced shipping costs can lead to lower transportation expenses, which can lower the price of Precision Castparts' products. This gives the company the choice of boosting profitability or expanding market share by passing the savings on to customers.


Threats facing PCC – External Factors

Precision Castparts' profitability may be seriously hampered by rising expenses in China and wage levels, notably in the US.

If the American economy continues to move in the direction of protectionism, other governments might follow suit and restrict international commerce.

Particularly in developing and low-income areas, Precision Castparts' product is susceptible to forgery and poor imitation.

Strong competition - Stable profitability over the previous few years has increased the number of competitors in the market, putting a lot of pressure on profitability and overall sales.

Certain established product types may be threatened by new environmental regulations implemented as part of the Paris Agreement (2016).









Critical Evaluation

PCC has not yet capitalised on the expansion opportunities in developing nations and new market sectors. On the other hand, PCC's growing acquisition strategy has embraced technological opportunities like composite materials. Additionally, corporate strategy and worldwide development have reduced some regional political and economic difficulties.

Resources, capabilities, and corporate strategy are closely related. Three long-term competitive advantages related to the global network of operations and infrastructure were produced by the acquisition strategy. PCC currently has the ability to act quickly on opportunities and eliminate potential threats, which is a skill that is difficult and expensive for rivals to acquire. According to the PESTLE study, PCC also keeps a lot of long-term contracts with clients who have been given additional capabilities. Long-term contract use should be expanded as the 20-year exclusivity period for intellectual property approaches its end. The skilled labour has been regarded as a competitive disadvantage due to insufficient organisational support. They might be related to the transactional leadership system at PCC. Lean, inexpensive manning arrangements might actually be advantageous.

By concentrating on acquisitions, PCC's corporate growth strategy has been to increase the range and reach of products, resources, and capabilities in the current core aerospace and power industries as well as "non-core" areas. Figure 2.1, which depicts PCC's acquisition strategy, lists the range of markets and sectors it is aiming to acquire. Key talents are used to select acquisition prospects that will complement current activity.

[image: ]




The plan uses the Ansoff matrix (Figure 2.2) to look for strategic expansion in both emerging and established markets and product lines. However, market expansion and product development appear to be the main directions during the past 20 years after analysing and classifying a sample of PCC's significant acquisitions.


The differentiation emphasis strategy is more similar to PCC's business model than the other basic company-level strategies for establishing a competitive advantage in markets described by Michael Porter (Porter 1985, pp. 11–15). The manufacturing business model, which entails converting raw materials into finished goods and selling them to other enterprises, serves as the foundation for the focus approach. PCC has focused on a narrow area of the aerospace industry, emphasising product development and market penetration. Figure 2.1's core competencies for the PCC acquisition strategy suggest that acquired enterprises must adhere to a set of standards for its goods, services, and clients.

At the corporate level, strategic development and management are carried out by an integration team made up of a number of business leaders. The team chooses acquisition candidates for the corporate board of directors' permission and goes to recently acquired businesses to complete the integration process. Through PCC's culture, divisional structure, policies, and procedures, the integration team conducts strategic revolution change using a top-down approach. The success of the acquisition strategy is based on how well acquisitions are integrated into the organisation. The training programmes offered by PCC are open to senior and selected line managers. This, however, can be enhanced by training and communication among all workers in order to match each firm with long-term goals.
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Conclusion

The PESTLE study has brought attention to PCC's lack of success in diversifying into new markets relative to total sales. The aircraft industry has suffered greatly from COVID-19, as have PCC's financials. PCC's expansion strategy has proven effective for product development and market penetration. Mark Donegan's leadership enabled the acquisition plan to be successfully carried out, which led to the merger of more than ten distinct businesses and 50 sites. Regular MORs and the corporate integration team served as useful tools for ensuring that the corporate strategy was carried out.

The company's current strategic position allowed it to succeed. The business enjoys a competitive edge and keeps a solid market position. Precision Castparts Corp. relies on three methods, including the use of acquisitions, market expansion across the globe, and R&D Investment.

Given its strong financial position and potential for growth, the company can anticipate these developments (Schmidt, 2014). The business abides by the society's ideas, values, customs, and conventions. In order to keep clients' loyalty over the long term, the business satisfies their growing wants. By implementing all technical improvements, the company meets client requests and keeps its position as a market leader.

The company's most significant strengths are its market performance and diverse product lines, which include forged products, investment cast products, and airframe products. The corporation has generated shareholder value through strategic acquisition in several markets.

The company has grown its market in the US, Europe, and Asia as a consequence of increasing client loyalty, which has led to a rise in demand for PCC goods. Along with this strength, the company also has some limitations, such as a small customer base, which has an immediate influence on the company's ability to generate money. Because of the increased risk associated with an economic crisis, a company's acquisition strategy can occasionally prove to be exceedingly expensive.

PCC gains growth and increases its market share through such purchases of comparable businesses. PCC works tirelessly to increase its global market share. The company's primary goal is to buy enterprises with cheap production costs, a dominant market position, and promising international growth potential.

Operational excellence, product leadership, and customer loyalty are all part of the PCC value discipline. Through its heritage operations and acquisition strategy, PCC has experienced growth. The company efficiently integrates the acquired business while managing its operating costs properly. The business prioritises operational excellence and consistently raises sales and profits.

Customer loyalty is another aspect of PCC's greatest discipline. Among PCC's top clients are General Electricals, United Technologies, Boeing, and Rolls Royce. The bond developed with these clients affects PCC's performance. PCC intentionally positions each sales representative close to the company's most important clients in order to establish and develop a relationship with them. By forging close ties with its clients, the business created a consistent source of income.


Recommendations

PCC should use the three generic strategies of cost leadership, differentiation, and focus strategy to acquire a competitive edge. The generic strategy of cost leadership states that the business should be the lowest-cost manufacturer in the sector for a specific level of quality. The business either offers its goods at industry standard prices to make a big profit or at a reduced price to increase market share (Thompson, 2005). This tactic often targets a large market. The company can reduce costs by increasing process efficiency and having exclusive access to affordable resources. According to the differentiation approach, a business should make its goods and services stand out from those of its rivals. Successful differentiation strategy implementation requires solid research, innovation, and development from organisations. Additionally, the business needs to be able to produce high-quality goods and run efficient sales and marketing (Wit & Meyer, 2010). When employing the focus strategy, businesses must concentrate on a small market niche and create low-cost or distinctive products just for that market. Focus strategy is used by the business to create core competences that might serve as an entry barrier.

Grand strategies are choices that an organisation makes for its long-term ambitions after analysing its internal and external environment. Quality improvement, strategic alliances, expansion, innovation, liquidation, and market development are important components of grand strategy (Smit, 2007). Grand strategy encompasses more than just these elements; it also emphasises general growth, in which the company concentrates on growing in order to take advantage of economies of scale and broaden its market. The tactics on which PCC should concentrate are the compensating diversification strategy, the integration strategy, and the customer intimacy strategy.

The business already concentrates on all of the specified strategies, including the diversification and expansion methods, and is now extending its market internationally. PCC has distinctive manufacturing processes and applications that make it difficult for rivals to replicate its high-quality, low-cost offerings. As a result, when the company's survival is on the line, PCC should concentrate on its retrenchment strategy. Retrenchment strategy tries to shrink the organisation or cut costs for the business to stabilise itself. In addition to operational and research and development strategies, the business should concentrate on functional level strategies including financial, human resource, and marketing strategies. As a result, the business will be able to generate money, market its products, and inspire, keep, and reward a large number of personnel (Lussier & Kimball, 2013). While developing its HR strategies, the business will be able to properly continually assess both internal and external aspects.
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