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Introduction 
 
The following paper analyses the strategic issues encountered by Tarbes S.A. (“Tarbes”) between 

2010 and 2015, by applying a variety of tools such as Porter’s Five Forces (1985), PESTLE 

(Political, Economic, Social, Technology, Environmental and Legal, adapted from Harrison 

2003:37) and SWOT (Strengths, Weaknesses, Opportunities, Threats) analysis and by interpreting 

the findings using theoretical concepts and appropriate strategic paradoxes applicable to the 

business. 

 

Tarbes was South America’s largest manufacturer of computer tablets when a series of events 

took place, which challenged the company’s leadership position. 

 

Yara Branco took the leadership of the company in January 2010 after several assignments in 

which she proved to be able to turn around poor performing companies, by having a 

straightforward practical approach to business processes, by emphasising on teamwork, social 

and soft skills and by making decisions based on input collated from all members of the team.  
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Localisation vs Globalisation 
 
Tarbes’ well established domestic performance is described throughout the paper starting from the 

first paragraphs where the business is characterised as being South America’s largest 

manufacturer of tablet computers.  

 

The study case claims that the business has accumulated a top three share in all major urban 

national markets and later expanded to Peru and Argentina, the second largest countries in South 

America, aiming to substantially optimise the coverage of the distribution network. 
 
Scope 
 

Despite the expansion to Argentina and Peru, based on Patel and Pavvit’s (1991) definition of 

international expansion, it can be assumed that Tarbes does not particularly seek to expand 

globally and that their only objective was to improve their distribution network within South 

America.  

 

Porter’s Five Forces (1985) analysis outlines several characteristics which Tarbes emphases, 

including the national distribution chain formed of 1850 distribution points and the awareness 

captured through the local and national newspapers, without having references to the international 

space. 
 

Similarity 
 

Tarbes’s expansion to Peru and Argentina was aimed at selling the same product produced in 

Brazil, in neighbouring countries. This behaviour is described by Levitt (1983) as worldwide 

similarity and given the area covered it can be argued that the expansion is at its initial stages. 

 

Despite matching Levitt’s (1983) profile in the international context, a SWOT analysis conducted 

on the firm confirms that it has set a wide spectrum of objectives including redesigning the 

products, research on improving the user experience levels and addressing operating system 

issues. It can therefore be argued that the company expansion to the international markets is not 

receiving a substantial amount of attention. 

 

There is no evidence to support that Terbes is researching international markets to understand 

consumer demands and to try to address international market needs, therefore it can be assumed 

that the expansion outside Brazil took place only to enrich their distribution capabilities. 
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Software market 
 

The tablets delivered by Tarbes run a bespoke operating system and the company’s plans are to 

enlarge the size of the market space by enabling third party developers to produce compatible 

apps.  

 

Tarbes has allocated 30 software engineers for assist with the expansion of the market space. 

However, reports show competitive brands using both Windows and Android operating systems 

combined, have 2,000 market place software developers, which is substantially more compared to 

the number of Tarbes’ personnel. 

 

The above questions the company’s ability to consider expansion if it plans to support an increase 

of the apps market space. By expanding to international markets, the option to develop custom 

software is poorly managed, which could result in the company’s popularity being negatively 

affected. 
 
Partially externalised 
 

The PESLTE analysis shows that in 2009 the brand launched two product variations addressed for 

industrial use i.e. longer battery life, more robust casing, etc. 

 

Prahalad and Doz (1987) and Bartlett and Ghoshal (1987) suggest the possibility of launching only 

one product from a wider portfolio of products, within the international market. In this case 

potentially the industrial variations for the Tarbes tablets. 

 

It could also be argued that partial globalisation will involve access to shared services such as 

customer services, warranty and returns mechanisms, etc. Therefore although partial 

internationalisation for a niche industry only promises to be a simple strategic option, it will 

introduce dependency services which Tarbes may not have access to. 

 

Partial globalisation applied on a niche market also requires research to compare and contrast 

local products from the targeted foreign markets which may compete with Tarbes. Evidence of 

such, as research is not presented within the study case, means Tarbes would not be prepared for 

partial globalisation of their hardware variations. 
 
Globalised economies 
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Dunning (1986) and Kogut (1993) mention the dynamics of the expansion process within the 

technological sector, towards foreign markets. Their argument lies in whether managers can 

accurately influence the localisation or globalisation of the business, or if global coverage is an 

exercise of uncontrollable evolutionary development in which firms must simply comply. 

 

These theories imply a less scrutinised expansion plan which matches Tarbes’ PESTLE analysis 

in terms of expansion and how have they managed to serve the Argentinian and Peruvian 

markets.  

 

According to Kogut (1993) the business expanded beyond Brazil for evolutionary reasons. This 

theory can be supported by arguments found in Porter’s Five Forces (1985) analysis about the 

company’s popularity and market share claimed within Brazil, which almost pushes the company 

towards international expansion, at least within neighbouring countries. 
 
Conclusion  
 

Despite having expanded outside Brazil’s borders, there are no external influences imported into 

the product design and production. 

 

The management delivers from within Brazil and it can be argued that the expansion took place as 

a result of the large market share that had already been secured in their home country. This led to 

a natural expansion beyond Brazil’s borders which is reactive instead of a strategic action and it 

took place for distribution purposes (Porter, 1985). 

 

In light of the Globalisation and Localisation paradox, Tarbes is inclined towards the latter element 

with very little strategic appetite for globalisation.  
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Market vs Resources 
 
The Market and Resources paradox is generated by conflicting demands of market adaptation in 

junction with resource leveraging. 

 

The misalignment presented by the paradox takes place between the market needs and the 

resource base including the value chain within a business.  
 
Industry dynamics and resource alignment 
 

The question of whether Tarbes developed resources that fit the environment and the industry 

dynamics is of a complex type.  

 

Although the PESTLE analysis highlighted a substantial number of engineers involved in key 

processes of the business, i.e. production, design and sales, it is known that the running software 

has raised concerns and requires updating. 

 

Also the existing tablets running Microsoft and Android operating systems capture the interest of 

users who seek to develop bespoke software on these platforms. This process is aided by the 

existence of open source communities providing assistance alongside the 2,000 engineers, 

employed by companies such as Toshiba and IBM.  

 

Tarbes on the other hand supports its software development community through a number of only 

30 engineers, which proves the company failed to “build learning organisations” Senge (1990), 

acknowledge what is happening in the industry, adapt their resources to the industry dynamics 

and perhaps to the trend of empowering end users to create their own software. 

 

It could be argued that the financial advantage brought by Tarbes substantially increased the level 

of popularity held by the company. However, the importance of allowing users to interact with the 

platform through bespoke software is also evidenced in the market interest shown for the iPad 

product, where Porter’s Five Forces (1985) analysis shows that 70% of the individuals who 

acknowledged the launch of the iPad, are likely to make an acquisition. 
 
Spatial separation 
 

In order to avoid confusing the market dynamics with the resources and value chain processes, 

the parallel processing method has been developed, which implies that each type of activity is 

dealt by a separate business function. 
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By doing so, senior leaders of each function can liaise and strategise during board meetings, 

based on what’s being recorded at lower levels.  

 

From Tarbes’ SWOT analysis it would appear that the company has created a pyramid top down 

structure, having a central management team of six overseeing four business units, whilst each 

unit is being managed by an executive director and five operational directors. From the four 

business units specific to Development, Production, Sales and Marketing, none of which 

specialise exclusively on resource leveraging and the management of the value chain, which 

makes Tarbes appear to be unable to apply spatial separation as a strategic tool. 
 
Dynamic capabilities 
 

In contrast to Special separation, strategising managers can opt for the Dynamic capabilities 

technique and juxtapose between the demand for resource leveraging and the demand for market 

adaptation (Teece, Pisano and Shuen, 1997) in form of a continuous regular contrasting process. 

 

The management of the Market vs Resources paradox using the dynamic capabilities framework 

can be done at any level such as project, programme, unit or organisation. 
 
Blue ocean vs Red ocean 
 

A similar principle applied by strategy managers lies within Blue ocean vs Red ocean (Kim and 

Mauborgne, 2005) paradox, where the organisation either enables or disables the market 

boundaries and industry structures whilst delivering a service. 

 

The argument behind the Red ocean is that companies are delivering their service in a framework 

dictated by the industry or the market and that there is very little innovation embedded, or that 

none or very little elements which emerge from the delivery of the service are outside the market 

norm. To sustain themselves, businesses operating under the Red ocean model rely mainly on 

operational efficiencies in order to gain a competitive advantage instead of through strategic 

differentiation as Porter (1985) recommends. 

 

Organisations following the Blue ocean model don’t perceive any pre-set market boundaries or 

industry structures. Blue Ocean’s such as Uber or Airbnb always strive to reconsider the industry 

boundaries from actions and gestures made by key industry players, effectively updating their 

model in an agile manner to suit changes in the ecosystem and gain competitive advantage from 

strategic repositioning movements. 
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It would appear that Tarbes is aligned with the Red ocean model; however, Branco gave, in the 

early 2010, strong signals suggesting that substantial business changes are required following 

Hammer’s (1990) recommendation “Reengineering work: Don’t automate, obliterate”. 
 
Tarbes 
 

Tarbes makes no reference of any suitable integration to manage the Market vs Resources 

paradox, yet the Porter analysis suggests the organisation was inclined predominantly towards the 

resource leverage of the paradox through the emphasis on the low staff turnover, the staff 

requirements and the feedback provided by the members of staff. 

 

The downfall of not counterbalancing the industry dynamics with resource adaptation is reflected 

in the loss of market share, even prior to the iPod launch and secondarily through a variety of 

smaller factors such as the failure to deliver qualitative software, the market space limitations, etc. 

 

Despite the above, there is no mechanism to confirm if the requirements set in place for the 

resource leverage are suitable for the existing market conditions and would suit the business 

needs to accelerate the company’s competitiveness. 
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Revolution vs Evolution 
 
The Revolution and Evolution paradox talks about the distinction between disruptive (Grinyer, 

Mayes and McKiernan, 1987) and gradual change (Quinn, 1980) taking place within organisations 

(Greiner, 1972; Tushman and O’Reilly, 1996). It refers to the ability of members to adapt to 

changes and the impact these changes may have are in relation with the team’s ability to change. 

 

This paradox claims that radical integration of change can be done either (Strebel, 1994) through 

disruptive (Baden-Fuller and Stopford, 1992) or gradual (Johnson, 1987) change. 
 
Tarbes 
 
Tarbes implemented very little change, driven from the top management before the arrival of Yara 

Branco.  

 

The communications received by Branco show evidence of psychological (Argyris, 1990) and 

cultural resistance to change (Tushman, Newman and Romanelli, 1986) through repeated 

emphasis on the existing practices and mechanisms set within the business.  

 

There is no evidence of investment lock-in resistance to change (Ghemawat, 1991), due to the 

nature of the business not relying on a large financial commitment i.e. a 5-year project. 

 

There could be slight evidence of political resistance to change (Kruger, 1996) if you are to 

consider that the existing operating system is a Linux based propriety software in which efforts, 

assets and values have been invested. This means there could be a group of people who would 

feel reluctant to accept change in the operating system. 

 

The same argument from the technical perspective plays a more powerful role and is being 

described by Shapiro and Varian (1998) who claims that systems or software lock-in introduces a 

more powerful dependency towards software embedded within Tarbes’ products. 

 

The SWOT analysis highlights the market leader position held by Tarbes. The report confirms that 

3,500 out of 6,000 members of staff are engineers and the use of their expertise may have led to 

the market leadership position held in Brazil.  

 

This may lead to a competence lock-in effect (Leonard-Barton, 1995) where various members of 

the business are reluctant to accept change even if it is justified with business arguments, as a 
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result of the previous positive effect generated by involving a substantial number of engineers in 

the design production and sale functions of Tarbes. 
 
Conclusion 
 
The analysis shows that there are factors within Tarbes which can resist change. However, if 

imposed in a radical (Stinchcombe, 1965) or revolutionary (Gersick, 1991) manner, strategic 

change will get the company’s staff to re-align with the new order.  

 

The SWOT analysis outlines that the need for change has been acknowledged and it became an 

item on Branco’s action list, so the first steps have been made to assess and re-align the Tarbes 

to the market’s demand. 
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Exploration vs Exploitation 
 
The Exploration vs Exploitation paradox applies to environments where change is required and it 

becomes an exercise to assess if the change should be driven by improving the internal existing 

structure or externally through new disruptive processes or technologies (Tushman and O’Reilly, 

1996). 

 

Although both exploitative and explorative processes are required (March, 1991), generating them 

requires different processes. 

 

Exploitation uses the current processes to improve the results, which requires input from 

employees, consumers or various stakeholders to suggest what should be changed or tweaked. 

This can be done through questionnaire forms or interviews and would constitute a rather soft 

change within the existing practices, aiming to improve performance, however the business 

defines that. 

 

The explorative side of the paradox involves a standalone new technological idea or an external 

process brought into the organisation in a rather direct way, implementing it and then leaving the 

staff to accommodate and embed gradually into their routine.  
 
Tarbes 
 
Prior to the arrival of Branco at the leadership of Tarbes, the analysis frameworks give evidence of 

soft exploitation attempts of a reactive type such as the initiative to address the issues caused by 

the operating system. 

 

Branco does claim to have identified and prioritised that the firm needs to lean towards the 

exploration side of the paradox and is adamant that disruptive renewal will have to be experienced 

by the business in the near future. 

 

Tarbes has not yet reached a point where Sustained renewal can be recognised to take place, so 

there is no constant balance between exploration and exploitation to help the business keep up 

with the market demands. 
 
Parallel processing 
 
Exploration and exploitation require different mind-sets and cognitive skills, so it would not be easy 

to implement both mechanisms at the same time (March, 1991).  
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However, by focusing both processes on different functions of the business and by rotating 

periodically, the organisation will benefit from the implementation of both exploitation and 

exploration (Christensen, 2011).  

 

This permutation is called parallel processing and organisations that use this are called 

ambidextrous organisations (Benner and Tushman, 2003). 

 

Tarbes could approach parallel processing (Tushman and O’Reilly, 2004) internally by opening an 

R&D internal function, by testing different technologies and transferring the results to other 

operational functions. The risk in driving parallel processing internally is lack of visibility from the 

R&D function of how future host functions operates - leading to cases where the host managers 

will struggle to implement the new feature. 

 

Alternatively, Tarbes could drive change from the outside. Despite being hands-on and direct, this 

implies that Branco may need to delegate power to an outside business partner to monitor the 

company’s operations and implement a suitable disruptive system which will have an overall 

positive effect mid/long term. 

 

In both cases, the exploitation can be managed in-house and entails identifying and generating 

operational efficiencies, training staff to utilise the new technologies faster and in a more efficient 

manner. 
 
Balancing 
 

Tarbes could achieve the Balancing system with the exploration and exploitation paradox at the 

organisational level. 

 

However, research shows that moving from one stage to another, at the company level, may be 

more difficult than parallel processing and will require skilled associates to understand and drive 

the transition, having a skillset not easily accessible (Smith and Tushman, 2005). 
 
Conclusion 
 
Tarbes should utilise either the Balancing or Parallel processing technique, as long as change is 

integrated within the business and in a cyclical or phase-based, all functions of the business will 

be exposed to both sides of the Exploration and Exploitation paradox. 
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Failing to do so will prevent Branco from recovering the loss of market share, market trust and to 

establish a safe stance in relation with Apple’s new product. 
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Conclusion 
 
When looked at from the above lens, Tarbes had followed a narrow view with a direction which 

pushed the giant away from the market trends and dynamics. 

 

The leadership position reached a peak point where it became less sustainable to support the 

market share two thirds claim and so it began to drift prior to the launch of the iPod product. 

 

Luckily, Branco seems to have identified the key weaknesses and according to the paradoxes 

identified above, the strategic challenges may be addressed through prompt and effective 

implementations across the company, mainly consisting from realignments or the adaptation to the 

industry needs and dynamics. 
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Reflection 
 
I find the contents of Strategic Management Perspectives extremely helpful when looking at an 

organisation from the outside and identifying where it sits in respect to a vast set of gauges called 

paradoxes. Each paradox has two extremes and generally speaking, being at either end is not 

productive for the entity, if competitive advantage, is being sought. 

 

From previous experiences, I am conscious that it’s very tempting to fall into the trap of thinking 

inside the box when assessing a business’s difficulty, especially if delivering as part of the team on 

a day to day basis. The subjectivity obscures one’s ability to manage and steer as required, it 

obfuscates risk management and planning, and it defeats the purpose of the entire assessment.  

 

I’ve learned to take as many steps back as needed in order to objectively capture the big picture, 

understand the direction in which the entity is heading and be able to project its direction in the 

near future. Then I leaned to position the entity on these various paradoxes which I visually 

assimilate with rulers or gauge. 

 

Once this projection takes place, I can now assess with key associates in the business and 

establish if the entity sits where appropriate and if the position maximises the chances of 

generating a competitive advantage or achieve what the assignment requires. 

 

Once the new positions are agreed on these rulers called paradoxes, I can now go back to the 

heads of functions and advise on the course of action such as allowing the integration of a 

disruptive technology or enabling R&D to propagate a new Agile methodology to accommodate 

change. 

 

I believe this analytical mechanism of implementing strategic changes by utilising key paradoxes is 

key for clearing any fog that may obscure risks, it helps with positioning an organisation in a 

suitable place and with creating an ecosystem around it to quickly establish or develop competitive 

advantage.  
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Annex 1 - PESTLE 
 
Political 

• Managed by a family with background experience outside the industry 

 

Economical 
• Operating mainly in Brazil - cost reduction on exports, later expansion across South 

Americas in Argentina and Peru (second and third nearby countries) 

• Products less expensive than competitors’ - competitive advantage 

• Export to Taiwan of non-core parts - income opportunities 

• Revenue - 2001 ($150m USD) - 2005 ($2.4b USD) - overall ascendant trend 

• Losing market share - risk to be managed 

• Stock price decrease - $74 USD (2007), $46 USD (2008), $51 USD (2009) - substantial 

decrease around 2018 

• iPod promises a conversion rate of 70% from the people expressing interest 

 

Social 
• Top 3 share in urban markets - increased popularity - potential strategic advantage if 

exploited 

• Business expanded in Argentina and Peru - potential social impact 

• Direct to consumer sale approach - competitive advantage, if exploited - able to improve 

user experience 

• Operating system - revisions being advertised generates sentiment of community and 

belonging (Maslow, 1943) 

• Branco propagates a social approach within the team resulting sentiment of belonging and 

unity (Maslow, 1943) 

 

Technological 
• Utilising an open source operating system such as Linux, provides the business with the 

competitive advantage to enable 3rd party developers to deploy Linux based applications 

on Tarbes devices 

• 3,500 employed engineers from 6,000 employed in total, involved in production, design and 

sales 

• The market is saturated by tablets of various brands - research evidences 

• Current operating system has problems - new version scheduled for 2009, later postponed 

for Q3 2010 
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• Focus is to improve user experience satisfaction levels 

• Product lifecycle to be increased from 6 months to 12-18 months by 2009 - increase detail 

definition for the tablet 

• Sought ecosystem improvements to engage with retailers and customers in more effective 

ways 

• Senior engineers have been with the company for 12 years - longevity but also lack of 

disruption 

• 4 operating systems including Apple’s 

• 2009 - two model variations for industrial use 

 

Legal 
• No legal specific costs to distribute within Brazil, Argentina and Peru 

• Business is known to run based on bureaucratic processes  

 

Economical 
• No reference to ecological considerations, and CSR - potential competitive advantage 
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Annex 2 - Porter’s 5 forces 
 
Threat of new entrants  

- Better products than competitors 

- Both regular and national newspapers write about Tarbes 

- The business has access to strong distribution networks (1850 points within Brazil) 

- The company was known to be a national championship 

- Slogan contains clear indication of target market (cost advantage) 

- Attention to details during product development 

- Planned releases enable the company to hold announcements and work with retail chains 

- Low staff turnover rates (Maslow - belonging, affiliation) 

- Staff believe:  

- “we don’t get distracted for what’s happening outside the firm” - both positive and negative 

impact 

- “let’s not fix what’s not broken” - high levels of certainty from inside 

- Company runs its own operating system - software-hardware complete compatibility 

- Top three share in all major urban markets 

 

Threats of substitutes  

- Interest in iPod - commanded awareness levels of 70 per cent among potential consumers 

- Tablets - saturated market  

- Market place - 30 engineers vs Apple 2000 - own operating system limits creativity from outside 

world 

- Two new devices 2008-2009 to suit specific industry needs 

- 2008-2009 - products known to have been overpriced 

- 2008-2009 - operating system manifested issues - Tarbes committed to issue a substantial 

update during 2009, update later postponed to Q3 2010 

 

Industry rivalry 

- In its latest stages the Company’s staff believe: 

- Its approach is insular 

- The business is not ready for a new threat (iPad) 

- The business has not clear path moving forward 
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- The business has no strategy to restore profit growth 

- The business has lost the two thirds market share leadership position 

 

Bargaining power of buyers  

- Current operating system appears to be problematic, new operating system promised in the 

next year 

- Global economic crisis has affected the performance of the firm 

- Company has set focus on software updates to improve user experience 

 

Bargaining power of suppliers  

- Ease to deploy software on operating system 
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Annex 3 - SWOT 
 
Strengths (internal) 

- 3,500 out of 6,000 engineers employed engaged in design, production and sales 

- New manager acknowledges the need for change, social, direct, able to re-organise the 

business, supports collaboration 

- Plans to improve user experience, customer focused attitude, product cycles increased to 

improve comprehensiveness 

- Top down simple structure of the business 

- 80% of staff have been with Tarbes for 8+ years 

- Pyramid senior structure - CEO, CFO, CIO, COO, human resources manager and legal counsel 

- oversaw the units; each unit was run by an Executive Director and a team of five directors 

 

Weaknesses (internal) 

- Bureaucratic environment 

- Controlled by a family with no limited experience in the sector 

- Distributing devices known to have operating system issues 

- Four units: development, production, sales and marketing  

 

Opportunities (external) 

- Linux operating system to enable collaborators to integrate bespoke software 

- Expansion to neighbour markets 

- Satellite assembly plants enable quick production 

- Efficient, high volume of distribution centres enable delivery directly to the consumer 

- Visibility in newspapers  

 

Threats (external) 

- Gradual decreased growth, prior to iPod launch (acknowledged ~2010) 

- Operating issues known to be present 

- Apple iPad outstanding market interest 

- Proprietary operating system not suitable for 3rd parties to produce apps 

- Conversion to Java or Linux development is deemed as too late provided the fast growth in 

Apple awareness  
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