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* The seven ideal components of strategic corporate governance

* How to get there? The strategic process

» Eight practice-based strategic tools to manage the process

» Strategic development for airports: What are the differences to other companies?

e “Real-life example” Fraport AG

* Exercise
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The term “strategy” traces back to the ancient Greece
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Source: Gilweiler: Strategische Unternehmensfiihrung, Frankfurt u.a. 1987
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Global strategic
management

Implementation of
strategy through
global structures and
systems

1950s  + 3 today

Source: Galweiler, Strategische Unternehmensfiihrung, Frankfurt u.a. 1987, Hahn, Taylor (Hrsg.) Entwicklungsstufen zur strategischen Fiihrung, 2006
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What is “Strategy’?

“Strategy is not ,,operational
effectiveness*
(M.Porter)
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Porter: Strategy is not Operational Effectiveness!

Strategic

Operational
Positioning

Effectiveness

* Assimilating, attaining, and
extending best practices

* Creating a unique and
sustainable competitive

position
Run the same races faster Choose to run a different race
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What does strategy accomplish? . N _

= Strategy is a comprehensive plan to optimally employ resources
to take a preferential position, that is to gain a competitive
advantage over other companies

* The essence of strategy is choosing to perform activities differently
than rivals do

= Strategy rests on unique activities!

Source: M. Porter, 2006
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Why do we need a strategy?

Strategy creates orientation and structure
Strategy reduces complexity
Strategy tells you how to do it

Strategy establishes security — ,,We do the right thing*
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The Five “P‘s” of Mintzberg

1) Plan

e Conscious intention to achieve an objective

2) Ploy

| ® Tactical move to reach the strategic objective and to surpass an opponent

3) Pattern

* Processes often underlie a specific pattern of action
e Patterns of action of competitors could be adapted if required

4) Position

G ‘?“- s e Competitive position of a company in the economic environment
S # e Adaption to surrounding conditions to rise the probability of implementation of
the plan

—=, 5) Perspective

' eThe decision-maker/s has/have different (cultural) perceptions of the
environment

Source: Pfriem: Unternehmensstrategien — Ein kulturalistischer Zugang zum StrategischenMnBﬂr?
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Ten schools of thought of strategic management by Mintzberg (l)

Strategy

— formation as

a conceptual
process

Strategy
— formation as

a formal
process

Strategy

analytical
process

Strategy
—®  formation as

a visionary
process

Strategy
—% formation as

!

Quelle: Mintzberg, Ahlstrand, Lampel: Strategy Safari, Wien u.a. 1999
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formation as an

a mental process

Instruction:
Think!

Instruction:
Formalize!

Instruction:
Analyze!
Nothing but
facts!

Instruction:
Be charismatic!

Instruction:
Overcome
Yyourself!

MBAZ
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Who?
ﬁ?ﬁ;’ — Executive
é gewiy (“The architect”)
Metaphor:
- Who?
strategy = — .
machine Planning staff
Metaphor: , Who?
St.rateg/ - Planning stafly
Science/Art analysts
Who?
Mg @h or: —? 17 «
charismatic Company leader
comparny leader
Metaphor:
strategy = > Who?
Imperfect ,,Head*
process of
thinking.’
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Ten schools of thought of strategic management by Mintzberg (ll)

Strategy Instruction: Metaphor: Who?
formation as an —* Learn! — ¢ »Muddle — 7 Everyon
7;, ! tb m ’(( -g X 9
emergent process V! ugh!
Stfategy Instruction: . Who?
formationasa —*  Lookoutfor —* D" M b ol —  Everyone who has
arwinism
process of number one! power
negotiation
Strategy Instruction: Metzph 0’: y
formationasa —%  Preservel —» 43T Wee
y 5 &i . Reflection of Collective
collective process p—h
culture
Strategy Instruction: Metaphor: Who?
[orm‘gt/on asa —* Cope-dont —* A@ﬂon to — Environment
reactive process fight back! environment
Strategy formation Metaph il
—> as a process of —»  Instruction: St’?tﬁ:ﬂ’ ] — Who?
organizational Transform! Co/lg:ctlon of Everyone
transformation episodes
Quelle: Mintzberg, Ahlstrand, Lampel: Strategy Safari, Wien u.a. 1999 p
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Is there a “best practice approach” for strategy development!?
No, the reality shows:

There is no “best structure* for a strategy.
There is no “best strategy process’.

A strategy does not have to be formalized to be successful.
The effect of the strategy is decisive.

Strategies need symbols.

MBAZ
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And: Strategy needs working together!

No Strategy With Strategy

N =7 N
- o |

e\
I\ a®
N .(’

Many individual approaches

==
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Strategic management is an ongoing process

- Develop
Monitoring strategy and

and set goals
controlling

Strategy

Without operationalisation and monitoring
strategy remains an academic exercise

MBAZ
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Five Tests of a “Good Strategy”

= A unique value proposition compared to other
organizations

= A different, tailored value chain

= Clear tradeoffs, and choosing what not to do

= Activities that fit together and reinforce each other

=Continuity of strategy with continual improvement in
realizing the strategy

Source: M. Porter, 2006
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e Introduction: What is Strategy and Why?

* How to get there? The strategic process

» Eight practice-based strategic tools to manage the process

» Strategic development for airports: What are the differences to other companies?

e “Real-life example” Fraport AG

*Exercise
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Seven components of strategic corporate governance

according to Hinterhuber

Corporate Vision &
Business Mission

,,Mission

statement’
Corporate Policy

/ Guiding principles

Strategies

Functional Policies
(Directives)

Source: Hinterhuber: Strategische
Unternehmensfiihrung Bd. | und
2, Berlin, New York 1992
http://sbinfocanada.about.com/od/
businessplanning/g/missionstateme
n.htm

http://www.samples-

Organisation

Control /

help.org.uk/mission-
statements/vision-statements.htm

Corporate Culture

Monitoring of Strategy
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Corporate Vision

* Vision = Entrepreneurial dream to change the
environment.

* Vision equals a sense of business mission, a
conviction to be destined to be active in an
innovative way.

* Visionary objectives are challenging and
extraordinary.

* Written for customers, employees of
corporations, trade partners, the media and

shareholders.

* Focus on tomorrow.

AVision is defined as 'An Image of the future we seek to create’

Source: Fraport

http://sbinfocanada.about.com/od/businessplanning/g/missionstatemen.htm

http://www.samples-help.org.uk/mission-statements/vision-statemgn p
MBAZ
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Business Mission

* The Business Mission contains important
information about a company in a nutshell,
including what the company does, its
products, its services and its customers.

* It s a brief description of a company's
fundamental purpose. "Why do we exist?"

* 'Purpose, reason for being'. Defined simply
“Who we are and what we do".

* Written e.g. for prospective employees or when
applying for membership of an organisation

* Focus on today.

Source: Fraport
http://sbinfocanada.about.com/od/businessplanning/g/missionstatemen.htm

http://www.samples-help.org.uk/mission-statements/vision-statements.htm
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,,Mission statement’

* Many successful companies, corporations and organizations combine
both their present accomplishments, which would typically be found in a
Mission statement, together with their future aspirations in just one
statement.

* A hybrid version of both a Mission and Vision statement.

* There are no rules, the choice is down to the company who decide what
they are trying to achieve and who will be reading the statement.

http://www.samples-help.org.uk/mission-statements/vision-statements.htm
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Corporate policy

» Corporate policy is a entirety of corporate
principles and guiding maxims.

* It includes values, standards and ideals to which
the corporation is committed.

* Typical contents of a corporate policy / a
guiding principle are:

* Purpose and area of activity of the
corporation

* Responsibility of the company towards its
stakeholders

* Strategic alliances

 Appropriation of profits

Source: Hinterhuber: Strategische Unternehmensfiihrung Bd. | und 2, Berlin, New York 1992

'
MBAZ
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AVIATION MANAGEMENT Business and Law

knut.walther@gmx.neti 2023, January!| Page 22



| FRANKFURT

| UNIVERSITY < o ‘

OF APPLIED SCIENCES )
- @aport

Strategies

* Strategies are the concretisation of a guiding
idea given by corporate policy.

* Differentiation between corporate strategy and
strategies of single divisions/business areas is
reasonable.

Source: Hinterhuber: Strategische Unternehmensfiihrung Bd. | und 2, Berlin, New York 1992
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Functional policies

 Concretisation of strategies as directives and
instructions.

* Functional policies set the limits in which
managers become active within strategy
fulfilment.

Source: Hinterhuber: Strategische Unternehmensfiihrung Bd. | und 2, Berlin, New York 1992
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Organisation

e ik L Cych Ot
e [ P § : * Crucial requirement for an optimal, strategic
| employment of resources is the adaption of the
| | m B : . . )
il g | oo | organizational structure of the company to its
‘ Fucierd ‘ s
| o [z |
= I | [ strategy.
[pnt Avhinet
furctird Do
T m 1 L L3
e el oyl I oy * Principle: Structure follows strategy!

Source: Hinterhuber: Strategische Unternehmensfiihrung Bd. | und 2, Berlin, New York 1992

'
MBAZ
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Control / monitoring of strategy

A monitoring system as basis for target-
performance comparisons and variance
analyses

* Possibly revision or new formulation of
strategies

Quelle: Hinterhuber: Strategische Unternehmensfithrung Bd. | und 2, Berlin, New York 1992

'
MBAZ
Fachbereich 3: Wirtschaft und Recht
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Corporate culture

L —

* Integrated element of strategic management

* Successful implementation and execution of the

strategy are only possible if corporate culture
complies with the strategy

Source Hinterhuber: Strategische Unternehmensfiihrung Bd. | und 2, Berlin, New York 1992
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e Introduction: What is Strategy and Why?

* The seven ideal components of strategic corporate governance

» Eight practice-based strategic tools to manage the process

v » Strategic development for airports: What are the differences to other companies?

e “Real-life example” Fraport AG

* Exercise
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The classical strategy approach seems to be abstract and is often hard
to apply for the employees

culture

* Long-term company positioning
Vision * Object (purpose) of company
& Business
Mission

» Concretion of the Vision/Mission
* Corporate Policies

Company Goals &
Policies

* How to achieve company goals

Operationalization of strategies/ » Concretion in form of directives and
Measures guidelines
* Which organisational structure is
Organisation/Company Structure required?

MBAZ
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Therefore it is important to derive Strategic Target Positions and
Strategic Guidelines that are easily usable for all employees

The strategic objectives consist of three
elements that together give concrete form
2. Strategic target to the existing corporate vision:

position

Step |: Market Analysis
Our starting point. Description of
the current situation.
“Where is the start?”

Step 2: Strategic Target Position
Where do we want to go?
“What/Where is the goal?”

Step 3: Strategic Guidelines

A guide for strategic development;  The
“golden thread” of strategy
planning.
“What is the fastest route to reach
the goal?”

MBAZ
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The “ideal” strategic process runs in three main steps...

o Analysis G Design 9 Implementation

How do | position myself How do | guide the
to be successful? implementation ?

Which objectives /
directions do | have to
pursuit?

Quelle: Hinterhuber: Strategische Unternehmensfiihrung Bd. | und 2, Berlin, New York 1992 M B A p
knut.walther@gmx.neti 2023, January! Page 31 —
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...and is an ongoing process
Analysis

Settlement and review of
strategic aspiration and
objectives of the compa

/ Planning and monitoring
Implementation/& ofexecutlon

Controllin

/

\ \

\ Develo
ment of the
strategy

MBAZ
knut.walther@gmx.neti 2023, January! Page 32 —

Fachbereich 3: Wirtschaft und Recht
Source: Hungenberg, Meffert (Hrsg.), Handbuch Strategisches Management, Wiesbaden 2008ATION MANAGEMENT a b 3 Busi?]es: adnd Law



| FRANKFURT

| UNIVERSITY < /‘
OF APPLIED SCIENCES )
N Fraport

Fraport s year-round strategic planning process links long-term
strategic planning and short-term operational planning

A A ‘ A
Corporate Development Strategic Planning Operational Planning
Conference Conference Conference
« Identification of Fraport's « Challenging and approval of « Challenging and approval of
strategic core issues and strategic plans and projects all operational budget- and
projects of all business units action plans

» Definition of strategic and . Aggregl;ation of all data from « Freezing of the operational
* Definition of all relevant * Determination of all definition of individual goals
planning assumptions (e.g. assumptions for the and continuous reporting

traffic growth) operational planning

Strategic Planning Operational Plannin

 Short-term budget planning on a cost
center level & Linked to concrete
operational actions

 Generation of a draft for the long-term
strategic and financial development of
all business units based on their most
important KPIs - Linked to defined
strategic projects

==
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e Introduction: What is Strategy and Why?
* The seven ideal components of strategic corporate governance

* How to get there? The strategic process

e “Real-life example” Fraport AG

* Exercise

v » Strategic development for airports: What are the differences to other companies?
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Strategic analysis (inside view):
What characterises the company?

o Analysis 9 Design 9 Implementation

How do | position myself to How do | guide the
be successful? implementation ?

hich objectives / directions do Which actions do my
| have to pursuit? objectives require?

Quelle: Hinterhuber: Strategische Unternehmensfiihrung Bd. | und 2, Berlin, New York 1992 M B A p
knut.walther@gmx.neti 2023, January! Page 35 —
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What can | provide?
The “7-S model”: seven success factors for companies

,,Hard factors*
| Hard actors” [N

from the

model: ,,Soft
Strategy Systems factors"

______ i}b

are as
important as
,»hard factors*
for the
company’s
succes

|
MBAZ
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The ,,7-S model*: Strategy

* How are vision and strategy of the company shaped?

Structure

* How well known are the intended strategy and the
derived objectives by the employees?

* How big is the chance of actually implementing the
intended strategy in the short-term?

Strategy Systems
« Do contradictory objectives exist? | "

* |s the strategy suitable to master the future
challenges?

* |s the company differentiated clearly enough to
competitors?

* Who is responsible for strategy development? Which
persons and departments are the actual drivers of
development? —— s —

Source: Kerth, Piitmann: Die besten Strategietools in der Praxis, Miinchen, Wien 2005 M BA p
knut.walther@gmx.neti 2023, January! Page 37 —
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The “7-S model”: Structure

* Through what are company structures shaped?

* Does the actual structure match the needed
complexity or simplicity?

* Does a clear organisation chart exist?

* Do structures have an supportive or rather hindering
effect on the work?

* Are the competencies of the organisational units
divided enough?

* Which changes in structure are planned? Who is
integrated in the change process?

Source: Kerth, Piitmann: Die besten Strategietools in der Praxis, Miinchen, Wien 2005

knut.walther@gmx.neti 2023, Januaryi Page 38 MBA
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The “7-S model”: Systems

* Which processes are of high significance for the Structure
company?
* How is the quality of these processes?

* How are the procedures organised? Are they Strategy
sufficiently transparent?

» At which interfaces do conflicts occur most often?

* Which formal and informal processes exist to
implement the overall strategy?

* Where do you see a need for development in the
processes? —— 4 —

Source: Kerth, Piitmann: Die besten Strategietools in der Praxis, Miinchen, Wien 2005

MBAZ
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The “7-S model”: Style

* Which rules and standards have to be absolutely
complied with by the employees? Which reward and Structure
punishment mechanisms exist?

* How do collaboration and cooperation take shape in
the company? Strategy Systems

L Style
T~

* Which are characteristics of leadership within the
company?

* Does the management style match the intended
corporate culture?

Source: Kerth, Piitmann: Die besten Strategietools in der Praxis, Miinchen, Wien 2005

MBAZ
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The “7-S model”: Staff

Does the actual personnel structure correspond to
the formulated guidelines?

Are the employees crucial capital or only “a means to
an end™?

Do the strengths of the employees form a
competitive advantage over competitors?

How are employees promoted in the company and
what are their development options?

How high is the fluctuation?
Which divisions have need for development
concerning the personnel? S

——w—— o= —_— - = == S ':_;“7

Structure

Systems

Source: Kerth, Piitmann: Die besten Strategietools in der Praxis, Miinchen, Wien 2005

MBAZ
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The “7-S model’: Skills

Which outstanding skills has the company?

Structure

Do competitive advantages result from these skills?

Which knowledge exists in the company about its
core skills? Is it bound to certain persons?

Strategy Systems

e 30

Skills

How is knowledge passed on within the company?
What happens to new expert knowledge?

Are there incentive systems to stimulate knowledge
preparation and transmission?

Which knowledge management systems exist in the
company?

Where do you see needs for development
= \

Source: Kerth, Piitmann: Die besten Strategietools in der Praxis, Miinchen, Wien 2005 M BA p
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The “7-S model”’;: Shared Values

* What are the shared values of the company?

* Which corporate philosophy and which self-
conception shapes the company?

Structure

* Do the employees share the understanding of these
values?

Systems

* Does the development of the values rather take
place in a rigid framework or is it dynamic and

adaptable? Shared .
* Are the values suitable to promote the corporate . Values
culture?

Source: Kerth, Piitmann: Die besten Strategietools in der Praxis, Miinchen, Wien 2005
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Strategic analysis (outside view):
What characterises our market!?

o Analysis 9 Design 9 Implementation

How do | position myself to How do | guide the
be successful? implementation ?

hich objectives / directions do Which actions do my
| have to pursuit? objectives require?

¥ ¥

Quelle: Hinterhuber: Strategische Unternehmensfiihrung Bd. | und 2, Berlin, New York 1992 M B A p
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Five Forces (by Porter)

There are five important forces that
determine competitive power in a
business situation.

Comepetitors within
the industry
Intensity of

competitive rivalry

within an industry

Source: Kerth, Piitmann: Die besten Strategietools in der Praxis, Miinchen, Wien 2005
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Exercise: Five Forces (by Porter)
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Strategic analysis: consolidation

o Analysis G Design 9 Implementation

How do | position myself to How do | guide the
be successful? implementation ?

hich objectives / directions do Which actions do my
| have to pursuit? objectives require?

¥

Quelle: Hinterhuber: Strategische Unternehmensfiihrung Bd. | und 2, Berlin, New York 1992
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Strategic analysis: PEST

PEST Analysis

" Political
factors

—CONOTICHy
IS CLOTS]

'Technological }

factors

Source: Kerth, Piitmann: Die besten Strategietools in der Praxis, Miinchen, Wien 2005
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Strategic analysis: SWOT

External environmental
conditions

Internal factors

SWOT-Analysis

Source: Kerth, Piitmann: Die besten Strategietools in der Praxis, Miinchen, Wien 2005 M BA p
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The SWOT-analysis shows us what opportunities and
threats for our company are emerging

—C
;\ anon’
Air traffic has been increasing dynamically for 15 years to
meet the demand resulting from globalization.

evelopment of global air traffic, global trade and global gross domestic product in 1990 — 2006 and 2006 by
comparison (indexed to 1990 = 100}

New Market Segments

External market
. New Technology
—  conditions:

0!

2 Crap .
The principal catalyst of growth: N B
Falling air transportation prices ew u S I n e S S
elopment of ar fares 19932006 O o o
pportunities
=
- Th
§ reats
p———
205 .
2 (Fraport N C
Although the percentage of transit passengers is falling, eW O m P et I to rs
existing hubs will continue to have the greatest absolute
growth in intercontinental passenger volumes ...

New Regulations

Capacity Constraints
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Example

Trend: Booming Low-Cost-Carriers _

in West-Europe

Strong traffic growth

New Holiday Travelers with
attractive buying power

'U. Hapag

X
HAPAG-LLOYD EXPRESS

TUIfly’
etc.

easyJet LCC create strong pressure on
airport charges

Threats

LCC choose competitor airport

LCC eliminate traditional carriers

MBAZ
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Strategic Design

o Analysis

How do | position
myself to be successful?

Which objectives /
directions do | have to

pursuit?
e —

¥

\\

Quelle: Hinterhuber: Strategische Unternehmensfiihrung Bd. | und 2, Berlin, New York 1992 M B A
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How do | guide the
implementation ?

Which actions do my
objectives require?
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Strategic design: Porter‘s generic strategies

Strategic strength

Uniqueness

Cost advantage
competency

Broad
Q
8' market
o scope
L
00
Q
®
[
A
Narrow
market
scope

Source: Kerth, Piitmann: Die besten Strategietools in der Praxis, Miinchen, Wien 2005 M BA p
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Strategic design: Porter‘s generic strategies

Advantage

Target Scope

Cost Leadership
Stabagy Sirstegy

Focus Focus
Strategy Strategy
(low cost) (differentiation)
Source: Kerth, Piitmann: Die besten Strategietools in der Praxis, Miinchen, Wien 2005 M BA 2
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Strategic design: The “Ansoff Matrix”

Existing Products New Products
s
5
= Market Product
g Penetration Development
w
=
w
8
g Market . -
= Diversification
2 Development
=

.
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Strategic Implementation

o Analysis

How do | position myself to How do | guide the
be successful? implementation ? A

hich objectives / directions dc Which actions do my
| have to pursuit? objectives require?

¥

\\

Quelle: Hinterhuber: Strategische Unternehmensfiihrung Bd. | und 2, Berlin, New York 1992 M BA
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Strategic implementation: Balanced Scorecard
(by Kaplan and Norton) — Basic Structure

> To succeed financially,
l how should we appear ¢

to our shareholders?

Customer Internal business processes

To satisfy our shareholders
and customers, what
business processes must
we excel at?

To achieve our vision,
how should we appear
to our customers?

Learning and growth

‘ To achieve our vision,
» how will we sustain our ¢
ability to change and
improve?

Source: Kerth, Piitmann: Die besten Strategietools in der Praxis,

Miinchen, Wien 2005 M B A Z
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Strategic implementation: Balanced Scorecard
(by Kaplan and Norton) — Perspectives

1) Financial perspective

o Profitability, revenue, cash flow, growth rates

2) Customer perspective

o Customer satisfaction, customer loyalty, customer profitability, profit and market
shares

3) Internal business processes perspective

o |dentification of new processes that a company needs to create to optimise
customer satisfaction

4) Learning and growth perspective

o |dentification of infrastructure that a company needs to create to ensure longterm
. . '
growth and continuous mproMBA v
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Strategic implementation: Balanced Scorecard
(by Kaplan and Norton) — Perspectives

Financial perspective € Return on
- investment
Revenue per Revenue growth
customer
Customer 1 |
perspective Customer N Recommen- N Acquisition of
satisfaction dations nhew customers
I
Internal business S Quality <
processes perspective . >| Development of
7 new products
Processes
Learning and growth Technical Employee skills
perspective infrastructure & competencies
Working
A atmosphere
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Strategic implementation: Balanced Scorecard
(by Kaplan and Norton) — Approach and Procedure

Deduce
strategic
objectives Define Ensure
within the Build cause- Choose continuous
Define respective effect perfor- Set target mzasures application
perspectives per- relation- mance values r:: ol:masriT)Te and integrate
spective ships indicators P into daily
persons
from the work

overall
strategy

Source: Kerth, Piitmann: Die besten Strategietools in der Praxis, Miinchen, Wien 2005
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Strategic implementation: Balanced Scorecard
(by Kaplan and Norton) — Advantages and Disadvantages

Disadvantages
Advantages
— Focus on optimisation of KPIs
v’ Possibility of operationalisation _
(Key Performance Indicators)
v’ Creation of transparency _ o
— Pursuit of unrealistic goals
v" Concretisation . -
— Possibly low probability of
v’ Flexibility . :
implementation
v" Inclusion of monistic and non-monistic aspects
v" Inclusion of employees

Source: Kerth, Piitmann: Die besten Strategietools in der Praxis, Miinchen, Wien 2005
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The ,,BCG Matrix" (Boston Consulting Group Portfolio)

Either increase market
share significantly
or keep in business as long
as cash flow is positive
and disinvest otherwise

Keep or expand
market share

-

S

O

©

=

]

=
Keep market
position and
generate cash

0 1 flow
relative Market Share
.
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Summary: Eight practise-based strategic tools to manage the
process

o Strategic Analysis 9 Strategic Design 9 Implementation

How do | position myself to How do | guide the
be successful? implementation ?

hich objectives / directions do Which actions do my
| have to pursuit? objectives require?

8-

PEST Analysis

Political }
factors J

-t

Tools

¥oan s hepsog
s Bt e

These are only a few examples for the use of strategic tools
Remember:There is no ,,best structure* to run the strategy process
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The commitment of the employees is as important as the strategy itself

Strategy,
Structures & + Commitment — Success
Processes

The right mind set is crucial because it steers the committment of the
employees into the right direction

MBAZ
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,»ohould®, ,,Could* and ,,Want" are the necessary preconditions for the employee to
act correctly within the framework of the corporate strategy

., Should*

Leadership

”WANT“ Right
Commitment Behaviour

Knowledge Comprehension

(13
| know the »Could
Competency
message... _
| can explain
the message... | internalize
the message...  The message is the
base for my
behaviour
'
MBAZ
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Therefore it is necessary to define Strategic Guidelines in order to
provide orientation for the employees

*General instructions for action
=Universally applicable within the company
=Can be easily used for structuring measures and activities

Strategic Guidlines — Business area/Department Leve/

=More specific
*Fit to the individual needs of employees in the department
*Provide orientation to every employee of the department

MBAZ
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Exercise

Do you know examples from your job, how employees act if they are comitted,
and how they act if they are not comitted?

Employees are committed Employees are not committed

knut.walther@gmx.neti 2023, January! Page 67 MBA
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e Introduction: What is Strategy and Why?
* The seven ideal components of strategic corporate governance

* How to get there? The strategic process

v » Eight practice-based strategic tools to manage the process

e “Real-life example” Fraport AG

* Exercise

knut.walther@gmx.neti 2023, January! Page 68 MBA
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Exercise

What makes AIRPORTS to “special companies™?

MBAZ
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Exercise
What makes AIRPORTS to “special companies™?
Boundedness to
the location/
Local monopoly
Conglomerate of
shareholders business units
External effects Joint production of
(e.g. aviation and
environment) non-aviation
.
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Boundedness to the location / Local monopoly

* Airports are bounded to one location and own a

Airport
specifics

Effects on
strategy
development

Suitable
,contra®“-
strategies

knut.walther@gmx.neti 2023, Januaryi Page 71

local monopoly for a defined catchment area.
Therefore the business activities of airports
underlie generally (in parts) a public regulation (in
particular aviation sector)

High dependence on the economic development
of the catchment area

Restriction of the range of possibilities in strategy
definition (e.g. concerning choice of location, price
strategy/differentation or slot allocation)

Extension of the catchment area (e.g. expansion of
intermodality)
Differentiation of product and price through
differentiated infrastructure and services
Multi-location-strategies
Develcyment of Hub-Strategy (Transfer Pax)

=

c Fachbereich 3: Wirtschaft und Recht
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Conglomerate of different business units

 Airports have not been growing “market-based”
but “location-based” (principle:“We do everything
that is needed at the location largely ourselves.”)

Airport * Result: Airports normally consist of a
specifics

conglomerate of heterogeneous business units —
the link is formed by the location.

 High degree of differentiation is needed.
Effects on * Difficulty to design a holistic corporate strategy
strategy (Who are our customers? What are the overall

devel t T
evelopmen objectives?)

* Definition of “core competencies” of an airport

Suitable » Development of specific business unit strategies

,»contra‘-
strategies

MBAZ
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Joint-production of aviation and non-aviation
with considerable shift in added value

 Airports practice a classical “joint-production”
between aviation and non-aviation business.
Airport * The economic significance of the non-aviation

specifics business is continuously growing.

« Difficulties in the prioritisation of activities (VWhat
is essential? How do we solve resource conflicts

Effects on between aviation and non-aviation?)
strategy

development

» Clear identification of interactions between aviation
) and non-aviation

Suitable

,,contra®-

strategies

'
MBAZ
Fachbereich 3: Wirtschaft und Recht
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External effects (positive and negative)

* Airports create through their business activities a
multiplicity of external effects — positive (e.g.
Airport economic prosperity of the region, secondary
specifics employment) as well as negative ( e.g.
environmental impact, ground consumption).

 Airport strategies need to be “broader” and the
Effects on effects of the airport’s business activities on the
strategy market environment have to be considered in the
development strategic thinking.

* Clear definition of the term “sustainability” and
inclusion into the strategic thinking

Suitable
»contra“-
strategies
MBA=
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(Public) shareholders with their own interests
— airports as public infrastructure

* Many Airports worldwide are still predominantly

A owned by public shareholders
rport * But also fully privatized airports face conflict of

specifics o
objectives:

SAINT-PETERSBURG

* Maximisation of corporate revenue or
Effects on maximisation of regional economic effects of the

strate .
&Y airport?
development

 Clear definition of objectives and agreement
_ between airport company and shareholders
Suitable

,»contra‘-

strategies

'
MBAZ
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e Introduction: What is Strategy and Why?

* The seven ideal components of strategic corporate governance

* How to get there? The strategic process

v » Eight practice-based strategic tools to manage the process

» Strategic development for airports: What are the differences to other companies?

* Exercise

knut.walther@gmx.neti 2023, January Page 76 MBA
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Fraport AG: Strong partners for a strong enterprise

bis 22. Marz 2007 per 31. Marz 2008

bis 26. Oktober 2005

Hessen

31.62%

Streubesitz
29,8%
Morgan_~ &
/ Stanley / |
Lufthansa 909
Aapital Group! 2:90% Taube ;' Julius Bar \
Julius Bar \ Hodson '4 ital
\ Artisan | Capital Group
Bund |
(Umtauschanleihe) Lufthansa
MBAZ
=
v Fachbereich 3: Wirtschaft und Recht
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Fraport AG: Strong partners for a strong enterprise

Our shareholders:

State of
Hesse

31.41

/ As of July 9, 2012

Lazard Asset Management Deutsche Lufthansa AG

MBAZ
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Fraport core business activities

19 %

Ground
Handling
€ 674 million

Aviation
€ 1,006 million

g 15 %

1 37 %
Retail & International
| , Real Estate ! Activities &
py | € 507 million 41' Services
AV € 1,291 million
vaTl :

Due to rounding of percentages, the individual percentages do not add up to /100 %
Group Revenue by Segments 2018
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Fraport: Organizational structure

275
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Segment
Responsibility

Strategic
Business
Units

External Activities
& Services

BET
Global Investments and
Management
[ sexancer Zines
FCO
Controiling

AR
F ana
| T Redations
Steran Roter
REwW
Accournting
NN

Retail & Real Estate
Ground Handling
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What makes us specia

Excellent Connectivity

=
[
|
\
i
|
\

"'54% 41% 135% 31% 40% 34% 31%

FRA as transfer hub

knut.walther@gmx.neti 2023, January! Page 81
Company Profile, July 2012

Best quality
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Frankfurt Airport is located in the Rhine-Main

region — A powerhouse of economic activity

8.3% of Germany’s GDP is
3= generated here.

Frankfurt is:

— A Dbusiness metropolis with
38 million consumers within a
radius of 200 km

— A banking center with over
330 financial institutions and
the seat of the European
Central Bank.

— Host to over 100 trade shows
a year and about 2.3 million
visitors from around the
world.

MBAZ
knut.walther@gmx.neti 2023, January! Page 82 —

AVIATION MANAGEMENT Fachbereich 3: Wirtschaft und Recht
Company Profile, July 2012 Business and Law




FRANKFURT
UNIVERSITY

OF APPLIED SCIENCES

2| sq km area, currently up to 94
aircraft movements per hour

2 runways + | runway for aircraft
landings and | runway for takeoffs
2 passenger terminals and | AlRail
Terminal (long-distance ICE train
station)

|32 flight gates , 190 aircraft
positions

Air cargo rail track

On a single day*:

155,000 passengers

77,000 pieces of baggage

6,200 metric tons of cargo

397 trains serving the airport train
stations (2010 timetable)

*average figures of 20/ /

knut.walther@gmx.neti 2023, Januaryi Page 83
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Frankfurt Airport — Facts and Figures
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108 Airlines fly to 304 Destinations in 108 Countries

ANCFSI\W\ ‘e Germany
o o e s T~ 674/16 ovB
= Y¥ North America =———— O
SR 353/30 oy~ Western
A e =:—  Europe Eastern Far East EEKfH%E
£ 2.296 / 100 65;';723 316/ ‘q
MEX S Middle
East

211718 ¥
Africa %f\ ¥
202/35 |

WEH MR kg,
JNB i

Latin America
87122

sgl/ Ez SYD
Weekly connections/ Destinations
Passenger flights Summer 20/2

based on Airport Coordination as at March
19th 2012, processed by UEW-MF
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Intermodal Transport of Frankfurt Airport sets standards
worldwide

w =

Long-distance railway station: b ki ‘“:
— 174 ICE-train services per day
— 380,000 flight passengers per month A =
— 56 minutes travel time to Cologne

— 73 minutes to Stuttgart

Regional train station:
— 223 train services per day

— 213,000 flight passengers per month
— 10 minutes travel time to Frankfurt main station

Road:
—40% of passengers arrive by car

—18% by taxi

— 5% with a rented car

— Nearly 14,000 public parking spamgﬂiport
Z
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FRA is Lufthansa’s home base and a hub of the Star
Alliance

Passenger Share Lufthansa at FRA: > 50%
Passsenger Share Star Alliance: 75%

AVIATION MANAGEMENT !
Company Profile, July 20/2 Business and Law

MBAZ
knut.walther@gmx.neti 2023, January! Page 86 — Fachbereich 3: Wirtschaft und Recht



|FRANKFURT

I UNIVERSITY < / ‘
OF APPLIED SCIENCES )
- Gaport

54% of all passengers use FRA as a transfer gateway

Share of transfer passengers at major European airports in 201 |
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FRA has the highest share of transfer passengers of all major European
airports.
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FRA ranks among the top airports worldwide
in terms of passengers...

Passengers 2018 (mil.)
1.  Atlanta (ATL) 107,4
2. Beijing (PEK) 101,0
3 Dubai (DXB) 89,1
4 Los Angeles (LAX) 87,4
5. Tokyo (HND) 87,5
6. Chicago (ORD) 83,3
7 London (LHR) 80,1
8 Hong Kong (HKG) 74,6
9 Shanghai (PVG) 74,0
10.  Paris (CDG) 72,2
11. Amsterdam (AMS) 71,1
12.  New Delhi (DEL) 69,9
13.  Guangzhou (CAN) 69,8
14.  Frankfurt (FRA) 69,5
15. Dallas (DFW) 69,1
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...and the top in terms of cargo tonnage

Cargo 2018 (in mil. t)

1 Hong Kong (HKG) 5,12

2 Memphis (MEM) 4,47

3 Shanghai (PVG) 3,77

4 Incheon (ICN) 2,95

5. Anchorage (ANC) 2,81

6 Dubai (DXB) 2,64

. UL ML 7. Louisville (SDF) 2,62
g 4 8 Taipei (TPE) 2,32

S 9.  Tokyo (NRT) 2,26

10. Los Angeles (LAX) 2,22

11. Doha (DOH) 2,20

12.  Singapore (SIN) 2,20

13.  Frankfurt (FRA) 2,18
14. Miami (MIA) 2,13

15.  Beijing (PEK) 2,07
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Fraport within a complex business environment
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Various strategic challenges for Fraport

Important determinating factors for future market success

Airport Competition Customer orientation

Strategic challenges
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» I hree level competition™ for Frankfurt Airport

Competition within )‘/L M Flughafen
Lufthansa/ Star Alliance N (rrankfurt ~C—r
Airport

- —
)3 A Gankfurt

Airport
STAR ALLIANCE

European Airport Competition /

AM
. _ “— AA
IS B /]
x AEROPORTS DE PARIS The world's leadin

R

4 ) ‘_/L_ DUBAI INTERNATIONAL AIRPORT
Global Competition V] A Cronitur ~Cm— 2
Airport @o
STAR ALLIANCE )
Emirates
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Asia/Pacific will develop to the strongest aviation
market in the world

2009 and 2029 traffic volume per airline domicile region

% of 2009 % of 2029
0 500 1,000 1,500 2,000 2,500 3,000 3,500 world RPK  world RPK
t f 1 t } } } }
Asia-Pacific 2029 traffic +5.8% 33%
|
Europe +4.1% 25%
North America +3.3% 20%
20-year
world annual
Middle East +6.8% traffic growth 9%
4.8%
Latin America : - 6%
Africa 4%
CIS 3%
RPK (trillion)
\\\ lecht
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Strong growth of Transfer Passengers from
Europe at Middle East Airports

2.500.000
19% Transfer passengers at selected airports on routes from
o . . . fre
Europe to Africa/Asia/Pacific
3%
2.000.000
5%
’ CAGR
o 2002-2010
1.500.000 0%
44%
26%
1.000.000 30%
500.000
0 DXB FRA AMS CDG LHR DOH IST AUH
2002 609.031 1.518.437 897.882 1.185.485 1.035.936 45.610 92.181 59.972
2006 1.216.533 2.028.815 1.187.506 1.498.740 1.436.637 485.136 173.955 169.549
2010 2.395.109 1.977.402 1.328.603 1.277.632 1.049.112 852.021 581.212 499.019
Quelle: Sabre ADI, 09/201 | |
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...as well as of intercontinental passengers!

600.000
5%
8%
500.000
400.000
300.000
200.000
100.000
0
LHR FRA

2002 390.915 283.349

2006 562.003 450.191

2010 567.472 524.938

Quelle: Sabre ADI, 09/201 |
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6%

CDG
234.206
430.991
373.463

Transfer passengers at selected airports on routes from
America to Africa/Asia/Pacific

57%
2%
DXB AMS
8.973 253.052
55.900 304.698
332.340 303.785
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CAGR
2002-2010

from
zero

from
zero

23%

DOH AUH IST
5.161
2.760 2.697

164.325 124.740 27.486
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Emirates intercontinental network 2002 vs. 2010: Number of
destinations more than doubled, frequencies more than tripled!

28
|
2011 .
America
48
0
[ |
2002 2010

B Number of destinations

B Frequencies per week
Quelle: Sabre ADI, 09/201 |
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Europe
261
95
2002 2010
.
Emirates
Africa
137
-
2002 2010
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East Asia
157
[
2002 2010
South Asia
269
96
2002 2010
Australia
) 42
= ]
2002 2010
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Fraport Mission Statement

We professionally develop mobility, making it an exciting experience for our
customers. As an airport group we are the most strongly performing player in all
business segments of the industry.

For Fraport, airports are worlds of excitement and diversity as well as intermodal
hubs. We systematically link different modes of transportation.

At all our locations process efficiency and innovation is our hallmark. Our success is

based on competitive integrated services, which flexibly meet our customers’
requirements.

Our top priority is safety and security.

In pursuing our business, we create sustainable value for the benefit of our
shareholders, employees, and the regions where we are located.
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Fraport's Strategy — “Agenda 2015”

Implementing Investments

Further reading: http://www.fraport.com/content/fraport-ag/en/company/vision/group-strategy.html
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Where are we coming from, where are we going?

Technology, , ICt | N\ Focus on
expansion of < ment, i Y wmCUstomers
infrastructure '

Yesterday today tomorrow

“People serve processes” “Processes serve customers”
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,»Gute Reise! We make it happen* —
Fraport Group's new Mission Statement

Gute Reise!

s

Wir sorgen dafiir - - Wir sorgen dafiir

’ —
J\ —

'
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Our new mission statement

Core values ValueS PUI'pOSe We serve our custo-

Competence
Reliability
Trust
Openness
Courage

Commitment

mers by successfully
operating airports and
providing relevant
services worldwide.,
oo We meet the prerequisi-
VISIO" tes for international
conneclivity, economic

Fraport: from Frankfurt ;
growth, and prosperity.

to the World.
We are Europe’s best airport

operator and set standards

worldwide.

GOGIS Growth Through Progress

knut.walther@gmx.neti 2023, Januaryi Page 101

We grow in Frankfurt and internationally.
Service-oriented airport operator
Collaboration within the Group

Doing business successfully

Learning organization

Fairness and respect,

MBAZ
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Our Mission Statement places the customers — and the
people ensuring their comfort and well-being — at the
heart of our activities

e

8 Unsere Aufgabe

Flr unsere Kunden betreiben wir weltweit
erfolgreich Flughafen und bieten dazugehdrige
Dienstleistungen an, Wir schaffen die Voraus-
setzung for internationale Vernetzung,
wirtschaftliche Entwickiung und Wohistand

Dabel wollen wir:

.

das MobilitatsbedUrinis der Wirtschaft

Unsere Werte Unsere Vision Unsere Werte und Gesellschalt bedienen,
« unseren Partnern eine Plattform fur ihre
Kompetenz Kompetenz Geschaftsmodelle bieten,
2 thssobat Fraport . « Wirtschaftskraft und Jobmotor in den
VeI F kf t Zuverldssigkeit jeweiligen Regionen sein,
Einsatz von rran ur Einsatz « auraktiver Arbeitgeber und verantwortungs-

voller Partner sein.

in die Welt.

Wir sind Europas Unsere Werte Unsere Ziele Unsere Werte

bester F/ughafenbetreiber Vertrauen Wir wachsen in Frankfurt und international. Vertrauen

und setzen weltweit Offenheit Wir sind ein serviceorientierter Flughafen- Offenheit
betreiber und richten unsere Prozesse auf

Standards. Mut unsere Kunden aus. Mut

Wir handeln mit dem Blick auf das gesamte
Unternehmen. Durch optimale Zusammen-
arbeit im Konzern behaupten wir uns im Wett-
bewerb und sind wirtschaftlich erfolgreich.

Wir sind eine lernende Organisation und 1 * \
orientieren uns dabei am Markt
.
3 ) A-":x o> ' »
= ———

Wir gehen fair und anerkennend mit-
ecinander, mit unseren Partnern und unseren
Nachbarn um,
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Implementing investments: We are developing Frankfurt

Airport into an attractive airport city

Northwest

Monchhof Site Runway for
aircraft landings

The Squaire

Gateway

Maintenance

. 1y,
= CargoCity l I “

South

Frankfurt Airport 2020

M B/l 2
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Improving Profitability Challenge 201 Iff: Substantial increase
of EBITDA is needed to finance CAPEX

Results Fraport AG (shematic)

—EBITDA
Substantial
CAPEX

. increase of
—JU ’ EBITDA needed ...,

... to keep margins on a
constantly high level!

2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015
|
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Increasing Customer Satisfaction
Customer Service Campaign “Great to have you here”

Quickand

‘ COmfortabIg Travel G I'eat tO h aVe

——

you here! =~ 7
r\_/

Goal:
> 80% of customers

are overall satisfied with FRA
by 2015%*

_
S Pleasant —> Special focus lies on transfer

Surroundings
passengers!

and Experience

* Satisfied customers: Customers who evaluated their overall satisfaction with the grades | or 2
(on a scale -6, | being the best grade); Fraport’s passenger survey

MBAZ
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Ensuring Sustainability - Materiality Matrix

very high
Relevance for
stakeholders
high
high Relevance for Fraport very high
MBAZ
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Taking Advantage of Growth Opportunities A Chraport

St. Petersburg
A

@
FRANKFURT Xi‘an
¥ .. i _A ¢ Shanghai
rlando d Kairo .%%d acPelhi - AoH o ng Kong
Dakar Jeddah

®Lima
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Central Division Corporate Development
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Corporate Development

Corporate Development

AIr 'I:rafflc Strategic Planning Process
statistics
-Analysls ar-1d Airport Development
interpretation
> Surveys > > Strategic Projects >
> Forecasts > > Change management >

Market Guidelines/
monitoring Organizational design

> Innovation and Knowledge Management >

MBAZ
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Fraport has a clear strategic planning process

Clear cut between long-term strategic planning and short-term operational planning
 Strategic Planning (10 years): Development and freezing of mid- and long-term goals
* Operational Planning (2 years): Base for financial controlling

Stronger Focus on top-down-approach

* 1. Step: Configuration of investments, freezing of strategic and financial goals are used as presetting for the
strategic planning

* 2. Step: Approved strategic plan is used as a presetting for the operational planning of the business units

Stronger linkage between strategic projects and strategic planning
* Concrete strategic projects are the base of the strategic plan
* A central Project Controlling is established, monitoring the numerous strategic projects

Stronger focus on business units rather than on company segments
* Strategic discussion and financial strategic planning is done on the level of business units
* Presentation of each business units strategic plan in front of the board by the respective head of the business
unit = higher level of commitment and responsibility for the heads of the business units
Reduction of planning efforts
* Less detailed strategic plan
* More structured and standardized strategic planning process

MBAZ
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Strategic planning process

W ‘ A
Corporate Development Strategic Planning Operational Planning
Conference Conference Conference
« Identification of Fraport's « Challenging and approval of « Challenging and approval of
strategic core issues and strategic plans and projects all operational budget- and
projects of all business units action plans
* Definition of strategic and . Aggregl?tion of all data from « Freezing of the operational
financial goals usiness units plan as a base for the
* Definition of all relevant * Determination of all definition of individual goals
planning assumptions (e.g. assumptions for the and continuous reporting
traffic growth) operational planning

Strategic Planning Operational Planning
* Generation of a draft for the long-term « Short-term budget planning on a cost
strategic and financial development of center level & Linked to concrete
all business units based on their most operational actions

important KPIs > Linked to defined
strategic projects

Process links long-term strategic planning and short-term operational planning

Recht
Business and Law
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Corporate Planning is based on Business unit level

Ground Handling Retail & Real Estate S Af:tw't'es &
Services

ili Overhead (central I
Aviation Central Infrastructure I AUSTILE I I ( )
IT-Services
I Advertising I [ —————
i I Overhead (decentral) §
Security (Overhead (decentral) |
Real Estate o
Ground Handling Facility Management
Airport Infrastructure Services
Charges
Management of Construction-
Parking Facilities Management

Cargo Services FRA

Central Infrastructure-
Management

roperty Developmen
& Energy

I External Activities I

MBA
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Strategic “Fitness Check’ optimizes planning quality
on corporate and unit level

= Ensuring the uniform high level of the strategic plannings of all business units

* Formal standardization of the documentation of the strategic orientation of the
business units

" |Increasing transparency of the strategic planning of the business units along unified
criteria

= |dentification of optimization areas and necessities for support of the business
units

= Test of the compatibility of the business units specific strategic plannings with the
company strategy

A\
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Strategic “Fitness Check”

Themes considered

Market & Customer Product & Price
competition Orientation strategy

External and

Internal Organisation Personnel
Communication

Taking in account of
Company inter-nal
Dependences

Documentation Investment
Strategic Plan strategy

> For every theme appraisal criteria are defined to validate the
strategic planning of the business units
>
knut.walther@gmx.neti 2023, January!i Page |14 MBA 4 Fachbereich 3: Wirtschaft und Recht
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Example: Strategic top projects at Fraport

Operational Excellence

Prepare all business units at Frankfurt Airport and all the other companies an state
authorities working at the airport

(i.e. airlines, police, catering companies, ...) for the expected traffic rise after entry into
service of the new runway and the additional terminal capacity

Capacity development
Enlarging the terminal capacity at Frankfurt Airport to cope with the expected
additional traffic (i.e. construction of Terminal 3)

Personnel strategy

Preparing Fraport for the personnel developments of the coming years

(i.e. rise of personnel demand, consequences of the demographic evolution in
Germany, ...)

MBAZ
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e Introduction: What is Strategy and Why?

* The seven ideal components of strategic corporate governance

* How to get there? The strategic process

» Eight practice-based strategic tools to manage the process

» Strategic development for airports: What are the differences to other companies?

e “Real-life example”: Fraport AG

knut.walther@gmx.neti 2023, Januaryi Page |16 MBA
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Strategic Exercise Airport
Remember: The Strategic Process

Strategic Strategic Implemen-
1 analysis 2 Design 3 tation
Market conditions Corporate Action Plan/Measures
Positionin
Strengths/weaknesses g Controlling
of the company Strategic Targets

Strategic Guidelines

Process organization
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Strategic
analysis

Strategic
Design

Implemen-
3

tation
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Exercise in working groups

|. SWOT Analysis
Write down specific strengths, weaknesses,
market opportunities and threats for the
airport

2. Mission Statement
Exemplify in short sentences
a) A Business mission (what are we doing today?)
b) A Corporate Vision (future image of our business)
for the Airport

3. Strategic Targets
Write down examples of possible strategic
targets for the airport

4. Strategic Measures
Discuss/write down possible strategic measures to
be integrated in an furure action plan (3-5 years)
for the Airport

Recht
pusiness dand Law
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Results of your exercise working activities

* Presentation of the results of each group by a
selected group member
(max. [0 min.)

* Discussion and Conclusions (Plenum)

* Follow up in the further practical parts of the training
program
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