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Corporate Management

Session 1.

Objectives and basic concepts

Economia aziendale e gestione delle imprese e
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Introductions
Syllabus and slides will follow (IT platform is changing)

Class procedures/expectations

Remember to check classroom for next session on the entrance board or on the site

Office hours
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What is a business?

How does it work?

— Economics

— Accounting

— Finance

— Management

Human Resources

Production and Operations

Marketing and Sales

Innovation (process, cross-functional)

Try to think as an entrepreneur/investor!
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What is Business?

All profit-seeking activities and enterprises that provide goods and
services necessary to an economic system.
1. Provides the means through which standards of living improve

2. An exchange between a buyer, who recognizes the need for a good or services,

and a seller, who receives money for the good or service

3. Provides profits or rewards for businesspeople, who take risks in blending

people, technology and information to create and market want-satisfying goods

and services

4. Businesspeople also recognize social and ethical responsibilities to employees,

customers, suppliers, competitors, government and the general public

Corporate Management — MSc MM 4



o
— Not-for-Profit Organizations
A—_—
-
A Ty
:-f Business establishments which primary objectives are other than returning profits to owners,
-’ . :
= such as public service
-
) 1. Private sector, such as museums, libraries, business associations, charitable and religious
—

organizations, and most college and universities
2. Government agencies, political parties and labor unions
3. Revenues come from a wide array of sources, including:
a. individual donations
b. memberships
c. government grants
d. sales (profit centers within the non-profit) (ex. gift-shops)
e. special fund-raising events, which also increase public awareness of the not-for-profit

4. Require work in all the business functions, such as marketing and human resources, as do for-profit

organizations, and face many of the same business challenges, including determining methods to

increase revenues and to reduce costs
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The Private Enterprise System

Economic system that rewards businesses for their ability to perceive and
serve the needs and demands of customers.

1. Minimizes government interference in economic activity

2. Also called capitalism, and was first identified by Adam Smith in his 1776 book,

The Wealth of Nations, in which he described the invisible hand of competition

3. Competitive differentiation, is the uniqgue combination of organizational abilities

and approaches that set a company apart from competitors in the minds of

consumers

Capitalism
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Factors of Production

Four basic inputs for effective operation.

How do we remunerate them?
Corresponding
Factor of Production Factor Payment
Natural resources Rent
Capital Interest
Human resources Wages
Entrepreneurship Profit
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Factors of Production

Four basic inputs required for effective operation.

1. Natural Resources — all product inputs that are useful in their
natural state, such as:

a. agricultural land

b. building sites

c. forests

d. mineral deposits
2. Capital, includes:

c. information
d. physical facilities
e. money

3. Human Resources — anyone who works, encompassing both
physical labor and intellectual contributions.

4. Entrepreneurship — the willingness to take risks to create and
operate a business.
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Natural Resources

All product inputs that are useful in their natural state, such as:
agricultural land
building sites
forests
mineral deposits
water

air (pollution)?
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technology — machinery and equipment as production lines,

telecommunications and basic inventions.
tools

information

physical facilities

money

Corporate Management — MSc MM
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Human Resources

Anyone who works, encompassing both physical labor and intellectual

contributions

Corporate Management — MSc MM
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Entrepreneurship

Entrepreneur = risk taker in the private enterprise system.

Results in economic growth in the U.S. economy (2006)
= 0ne in seven current organizations began operating within the year

= more than one in every five new jobs has been created by new small
businesses

= nearly 12 million U.S. employees currently work for businesses with
fewer than ten employees

Entrepreneurs do it for profits and that’s good for the economy and
society.

Corporate Management — MSc MM
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Strategic Management

Definition:

Set of managerial decisions and actions that determines

the long-run performance of a firm.

It includes: environmental scanning, strategy formulation, strategy

implementation, evaluation and control.

Corporate Management — MSc MM
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Business Policy

Definition:

General management orientation that looks inward for properly

Integrating the firm’s functional activities.

The term Strategic Management has
replaced the term Business Policy as
a preferred name of the field
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Defining Strategy

A firm’s strategy Is
defined as follows

Corporate Management — MSc MM

Definition of Strategy

A strategy Is a theory about
how to gain competitive
advantages. A good
strategy Is a strategy that
actually generates such
advantages.
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Example of Strategy

Fast Food With
Counter Service

Advantage — Fast

Disadvantage —
Tiresome Food

Casual Dining With

|\/|Ig||a Table Service
bread&butter
« New theory.... Advantage — Good food

Disadvantage — Slow
e Fast casual g

|

Good Food With
Counter Service

Advantage — Fast

Advantage — Good
Food

00O
Corporate Management — MSc MM 16
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Miglia bread&butter

Performance Measure Miglia b&b Average for Restaurant
Industry

Gross Profit Margin 55.03% 24.51%

Net Profit Margin

Net Profit Margins of Other Restaurants

1.33%
McDonald’s 12.27%

Outback Steakhouse |4.60%

Corporate Management — MSc MM
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Central Questions that Strategic Managers Must Address

COIll

)¢

—
= Do we have a coherent

w== theory for obtaining a What Is happening in our

i ?
competitive advantage? Industrys
What is our competition Do we have “unique”™
going to do? capabilities that makes it
hard for our competitors
to copy us?

Corporate Management — MSc MM 18



Strategy is Like a Game of Chess

Boé¢coni
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Strategy Is somewhat
like a game of chess,
and 1s all about
positioning your own
pleces to gain
advantage.
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What is Competitive Advantage?

Competitive Advantage

— Every firm should have one or more unique forms of competitive
advantage

« A firm’s competitive advantage comes from its ability to

perform activities more distinctively or more effectively than
Its rivals

« A competitive advantage gives a firm an edge over its rivals

Corporate Management — MSc MM
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Nature of Competitive Advantage?

How to Create a Competitive (or Unfair) Advantage

— There must be something different about a firm’s offerings vis-a-
vis competition's offerings.

— If all firm’s strategies were the same, no firm would have a
competitive advantage.

— Competitive advantage is the result of doing something different
an/or better than competitors.

Corporate Management — MSc MM
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Nature of Competitive Advantage?

If you have the
same strategy as
your competitors...

Your strategy Is
a wash

If the strategy Is It provides only
different but a temporary
IS easily copied... advantage

If the strategy Is
different but is
hard to copy

It is strong and
sustainable

Corporate Management — MSc MM 22
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Four Phases of Strategic Management

Basic financial planning (1yr)
Forecast-based planning (3-5 yrs)
Externally-oriented planning (strategic) (Top mgmt; 3-5 yrs)

Strategic management (people at all levels involved)

Corporate Management — MSc MM
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Highly Rated Benefits of “ Strategic Management” (Int’l survey):

» Clearer sense of strategic vision for the firm
» Sharper focus on what is strategically important

* Improved understanding of a rapidly changing environment

Companies that are engaged in Strategic Management
outperform those that are not.

» Goal: to achieve an “appropriate fit” between environment
and internal strategy, structure, resources and processes.

Corporate Management — MSc MM 24
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Strategic Management

Not always a formal process:

Where is the organization now? (Not where do we hope itis!)

If no changes are made, where will the organization be in 1 year, 2 years, 5

years, 10 years?

What specific actions should management undertake? What are the risks and

payoffs involved?
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Learning Organizations

Real world: complex and dynamic environment
Strategic flexibility Is required:
seqguential short term plans

Definition:

An organization skilled at creating, acquiring, and transferring
knowledge and at modifying its behavior to reflect new

knowledge and insights. (ex: Hewlett-Packard)

Corporate Management — MSc MM 26
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Learning OrganizatiOnS (company learns from own experience)

Four Main Activities:

2 Solving problems systematically

m Experimenting with new approaches

- Learning from their own experiences and that of others

2 Transferring knowledge quickly and efficiently throughout the

organization

Corporate Management — MSc MM

27



‘COII

Boc

Basic Model of Strategic Management

Four Basic Elements

Environmental Strateqy
Scanning Formulation

Corporate Management — MSc MM

Strateqy
Implementation

Evaluation
and
Control
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(1) Environmental Scanning

Defined:

The monitoring, evaluating, and disseminating of information

from the external and internal environments to key people within

the firm.

Corporate Management — MSc MM
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B Environmental Scanning

°®

°

® Societal
Environment

°

°

° Forces Task

. Environment

(Industry)

Internal
| Environment

Structure
Culture
Resources

Corporate Management - MSc MM
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Environmental Scanning

ldentify strategic factors

= SWOT Analysis
= Strengths, Weaknesses
= Opportunities, Threats

= Internal Environment
= Strengths & Weaknesses

= Within the organization but not subject to short-run control
of management

= External Environment
= QOpportunities & Threats

= External to the organization but not subject to short-run
control of management

Corporate Management — MSc MM
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(2) Strategy Formulation

Definition:

Development of long-range plans for the effective management of
environmental opportunities and threats in light of corporate

strengths and weaknesses.

Corporate Management — MSc MM 32
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Strategy Formulation

Four elements:
(a) Mission
(b) Objectives
(c) Strategy

(d) Policies

Corporate Management — MSc MM
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Strategy Formulation

(a) Mission Statement

— Purpose or reason for the organization’s
existence

— Promotes shared expectations among
employees

— Communicates public image important to
stakeholders

— Who we are, what we do, what we’d like to
become

Corporate Management — MSc MM
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Strategy Formulation

Maytag Corporation Mission Statement

To improve the quality of home life by designing, building,

marketing, and servicing the best appliances in the world.

Newport News Shipbuilding:

We shall build goods ships here —at a profit if we can-at a lost if

we must- but always good ships (1886).

Corporate Management — MSc MM 35
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Strategy Formulation

(b) Objectives

— The end results of planned activity
e What is to be accomplished
e Time in which to accomplish it
« Quantified when possible

Corporate Management — MSc MM
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Strategy Formulation

Goals # Objectives

A goal is an open-ended statement of what
one wants to accomplish with no
guantification of what is to be achieved and no
time criteria for completion.

Corporate Management — MSc MM
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3M Examp|e Tying of Firm’s Objectives to it's Mission

Mission Statement

Objectives

Satisfying our customers with
superior quality and value

Providing investors with an
attractive return through
sustained, high-quality growth

Respecting our social and
physical environment

Being a company that
employees are proud to be part
of

Corporate Management — MSc MM

Growth in earnings per share
averaging 10% or better per year

A return on employed capital of
27% or better

At least 30% sales from products
that are no more than four years old
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Goals & Objectives

Corporate goals and objectives include:
— Profitability (net profits)
— Growth (increase in total assets, etc.)
— Utilization of resources (ROE or ROI)

— Market leadership (market share)

Corporate Management — MSc MM
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(c) Strategy

Definition:

A strategy of a corporation forms a comprehensive master plan
stating how the corporation will achieve its mission and

objectives. It maximizes competitive advantage and minimizes

competitive disadvantage.

Corporate Management — MSc MM 40
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Strategies

3 Types of Strategy

— (i) Corporate strategy
— (i) Business strategy

— (i) Functional strategy

Corporate Management — MSc MM
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Strategies

Corporate Strateqy

(company’s overall direction)
— Stability
— Growth
— Retrenchment

Example: Unicredit. Growth through other firms acquisitions

Corporate Management — MSc MM
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Strategies

(1) Business Strateqy

(occurs at the business unit or product level)
— Competitive strategies
(through product differentiation)
— Cooperative strategies

(with other strategic alliance partners)

Example: Novartis, ag-biotech business unit. R&D
collaboration with biotech firm for development of Bt
Corn technology

Corporate Management — MSc MM
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20 countries:

Strategies

Strategic Alliances Unit manages more than 400 collaborations in over

eover 120 collaborations with major biotech companies

eover 280 collaborations with academic centers

Alnylam (siRMNA)

Avalon (Pathway Collaboration)
Avanir (Inflammation)

Broad Institute (Diabetes)

Celera (Genomics)

DFCI (Cancer)

GCI (Genomics)

Idera (Asthma, Allergy)

Infinity {Chemistry Collaboration)
Myogen (Cardiovascular Research])
Vertex (Kinases)

GMNF [Broad-Based Ressarch)
Immusal (Target Identification)
Scripps (Basic Research)
Xenogen (Imaging Technology)
Xenon (Cbesity)

Argenta (Chemistry)
Biozentrum (NMR)
Cellzome (Pathways)
ESBATech (Cancer)

FMI (Basic Research)
Genedata (Software)
MorphoSys (Antibodies)
Vernalis (Cancer)

~ ZNZ (Neurosciences)

Australia @l 2.1%
Austria f } 2.1%
Belgium ) 1.0%
2 1 A%
Canada ._/1
China il 1.0%
Denmark @ 0.7%
France (@} 5.2%

Garmany ; 7.2%

F
Netherlands ’,. 1.4%

Switzerland ) 12.8%
Thailand i 0.3%

United Kingdom ., 17.6%

United States [}, 44.1%
BIOTEC Thailand (Natural Products) h

Syngene (Chemistry)

Corporate Management — MSc MM

India Lr 1.4% U
israel ff 0.3% _
Japan (L 0.7%

Russia @i 0.7% |
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Strategies

(ii1) Functional Strateqy

— Technological leadership

— Technological followership

Example: Fastweb “first-mover” strategy and Telecom ““walit

and see”’ strategy In connection type/cables (Optic fiber vs.
Adsl — old phone cable)

Corporate Management — MSc MM
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Hierarchy of Strategy

Corporate Management — MSc MM

Usually product/ market

combination

46
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Strategy formulation: mission, objectives, strategies, policies

(d) Policies

Definition:

Broad guidelines for decision making that link the
formulation of strategy with its implementation.

Intel: cannibalize your product line with better products before a

competitor does it to you. Think to CPU evolutionary dynamic:
from Pentium to Core DUO

Corporate Management — MSc MM 47
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Strategy formulation: mission, objetives, strategies, policies

- . -
Evolution of Intel Microprocessors: 1971 to 2007
Trude ¥ame ek Slillinmes wf
Faiily (Cwade Nanine e Frequemes i Listisiginis per Dare of Listrsd i cing Nuimber of IhesiEn Ride Mildiiess
Futmre Chijgs) Mepaleme " e il “1 ki | D (Fixel Niae) Hams Higs
ROUEDL | Progecied Homdsiaps 240000 I H +125.000. MIPS 00T 1 Eallicn 0,015 myeron &d bt
B { ot e T MHz IRBA el (KR THMN 13 imienai e bin
AOEER | (Madison| THA THA TG TEA .13 mucron &d bt
BORER | (Deerbield =** THA THA 2002012 TEA 0013 mieran 5 hit
wEse | (Mekinlev) 1 0000 BH: [ EX:Y 200 THA 18 imicron i hir
HOTEG | lMoanmen {Meroed) 2000 ME= 2,500,060 pALPS hany 29, 2001 30 M0 R 0.1E micran & bie
HR T Petiiiitn 4 1A MHz LA ) MIPS Maventher 20, 200 4 enilllic 15 s 52 hir
WD Pesatiugm [l 10 BH = 000 0 pATPS March 1, 2000 251 millicn 18 micron 52 hit
BO6ER | P I Xeon T3x0 MEH= FTAEDD MIFS COiwinber 25, 1959 2E. 1 mallican (.18 maieran 32 it
HOR ] Eedicksle P 11 0040 pAH = 0.0 BIPS T 1, 14HFD 274 muillicn s mneerom 52 hir
eEG | P I Xeon 300 MH= * 250,00 pIPS blarch 17, 1909 2.3 millicen (123 microm %2 bin
#06EG | Pembium LI 5000 M= F5O00.00 MIFS Febneary 26, 1954 5.5 mmllion {123 micran 32 bue
hOH T P Il e 00 0 A= 400,00 pALPS Jipmee 20, JOE T3 million 23 iicron 52 hin
#0686 | Pembium [T 3330 MH= ¥I33.00 MIFPS Jamuary 26, 1998 7.5 mllicn {123 micran 32 bue
#0686 | Pemium [I 3000 MEH= 30000 MIFS Bdoy T, 1657 7.5 mullicn (133 micran 32 hie
03RS | Pentivny Pro 2000 pdH= =R 00 RALPS Movembser 1, 1905 A3 million %3 imieron 52 b
GO3EG | Pembium 13340 M= FIEE 00 MIPS Junee 1995 A3 malhian 335 pmecran 32 ke
ARG Pesiiuim 0 A= *00 () pAIPS Slarch T, 1904 3.2 mwillion el i erom 52 hir
WOIEEG P bi i i S0 B w0 0 pLPS Mlaich 22, 1993 1.1 iwillic B0 iBiera 52 ki
BOAER | BLRS 162 5000 ME= =50.00 MIFS Blarch 3, 1992 1.2 menlhian I ED mcran 32 kit
LR E Y 4 13 250 MH= 20,00 pAlPS ,l".l'\-lll 10, J5hssd 1.2 mwillicon | EHD prigsron 52 ki
RO3EG | 386 [N &N BAE: 5,00 MIFS Oiglober 17, 1985 275 0 I 50 maicman 14 bk
HOZEG | BO2RAG G ME= 0.5 MIFS February 1982 1 3000 1 50 micman 14 bie
BORG | BOEG 50 pAH= 0,33 MIPS T &, 1UTH 20 (0 3000 imicron 14 ki
BOED | BOED 0 ME= 0.6 MIFS Apnl 14974 L {3 0} micran H hit
RHiCE B 2 hMHz= o MIPS Apnd 1T 350 RN TR ] % hin
S EAETS I FHz .08 MIPS Movember 15, 1971 2 30 10D o 4 hin
- Appraeienalely o aodrddlioe pir prosecesr dlclk svck + falirlarg, Silh Dsion, the chipe hove nvaltipde Mg, poind oo éasos pos SRap
— I KEHE {Kikaderas U thoesred eyc ks por gecond], 1 MepaHerie = 1 thowesng] Kdofenz, Mo KHE I BHz=,
| OHE {Cigaleng) = 1 Bllkn cyces per soend, | Oigadlee = 1 thewand Moo
THA T b smrwnnieed  Penliien € e liesicrly code reened Wilkaetle ™" Deeilfeld o & kil ot veraion o Ralivon
POy, R ) O PR S0 e Enle Tl ume him (o Soance Of data (o [usare misroprocessoms|
hifpotarae Dmleloorm’ pree s=ronim Eus processors qpal chkoe L vam {source of dbvis for selea sedd mocormprooesson

Corporate Management — MSc MM 48




‘COII

Boc

(3) Strategy Implementation (strategies and policies are put into action)

Strategy
Implementation

Corporate Management — MSc MM
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Programs (What)

Budgets (How much)

Procedures (How)
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Strategic Decision Making
3(a) 3(b)
Scan and Analyze
Access External
h External Factors:
Environment: * Opportun-
e Societal ities
e Task * Threats
T —
1(a) 1(b) 5(a) I
Examine and Review Select
Evaliais Evaluate the Corporate Strategic
¢ e Current: Governance: Factors
* Mission * Board of (SWOT)
Performance Rl h ; 5 '
Reslits . Objectl\_/es Directors in Light of
» Strategies e Top Man- Current
* Policies agement Situation
T —
4(a) 4(b) |
ican and Analyze
| stsessl Internal
En ek " Factors:
nvironment: '—b « Strengths
 Structure « Wearle
e Culture
nesses
* Resources
t T — T —
. "
Strategy
Formulation:
Steps 1-6

Corporate Management — MSc MM
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Strategic Decision Making _-

5(b) 6(a) 6(b) 7 8
Review and Generate Select Implement
Revise as and and Strategies: Evaluate
Necessary: Evaluate Recommend r‘ * Programs r‘ and
* Mission Strategic Best * Budgets Control
* Objectives Alternatives Alternative * Procedures
" — " " — "
Competitive
Advantage?
Strategy Evaluation
Implementation: and Control:
Step 7 Step 8
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Strateqgic Management Model

OIlll

Environmental Evaluation

1

Strategy Strategy
Formulation Implementation

and Control
External Mission |
Societal Reason for
existence : ;
Environment Objectives I |
General Forces
What results C ..
ompetitive
Task ;occom lish Strategies P
Environment P 1 Ad ?
Industry Analysis by when AL Vantage :
Y Y achieve the L
o Policies j
mission &
Internal objectives Broad
guidelines for Programs j
.Structure < Efisfor Proces_s
Chain of Command making Activities :Joe:?;r;:t;r]ce
needed to
Culture ) Budgets I and take
. . accomplish )
Beliefs, Expectations, aplan Cost of the cor.rectlve
Values action
programs Procedures
Resources Sequence
Assets, Skills of Sqte s
Competencies, needtl,od to
Knowledge do the job Performance

T s 3+ 1 3 3 3

Feedback/Learning
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