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Learning outcomes
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Learning outcomes

After finishing these chapters, you will be able to:
Approaches to strategy formulation.
SWOT analysis and gap analysis.
Competitor analysis and the choice of competitive strategy.
Using value chain in competitive strategy.
Using the Ansoff matrix of product- market strategies.
Applying method of growth.
Analysis global factor’s influences to strategy formulation.
Applying benchmarking.
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Corporate Appraisal

STRENGTHS
What are your business advantages?

OPPORTUNITIES
Any beneficial trends?

Niches that competitors are missing?What are your core competencies?

Where are you making the most 
money?

Niches that competitors are missing?

New technologies?

New needs of customers?
What are you doing well?

WEAKNESSES
THREATS
Obstacles to overcome?

What areas are you avoiding?

Where do you lack resources?

Aggressive competitors?

Successful competitors?

Negative economic conditions?
What are you doing poorly?

Where are you losing money?

Negative economic conditions?

Government regulation?

Changing business climate?
What needs improvement? Vulnerabilities?
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Corporate Appraisal

Use a firm’s
Strengths

Weaknesses
internal strengths
to take advantage

of external SO
Opportunities

Threats
opportunities

SO
StrategiesSWOT
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Corporate Appraisal

Improving internal
Strengths

Weaknesses Improving internal
weaknesses by

taking advantage
of externalWO

Weaknesses
Opportunities

Threats of external
opportunities

WO
StrategiesSWOT
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Corporate Appraisal

SWOT matrix
Strengths – S Weaknesses – W

SWOT matrix List Strengths List Weaknesses

Opportunities – O SO Strategies

Use strengths to take

WO Strategies

OvercomingList Opportunities Use strengths to take 
advantage of 
opportunities

Overcoming 
weaknesses by taking 

advantage of 
opportunitiesopportunities

Threats – T ST Strategies WT Strategies

List Threats Use strengths to 
avoid threats

Minimize weaknesses 
and avoid threats
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Gap Analysis

Gap analysis compares two things:

Target for 
achievement over F ForecastGAPachievement over 
planning period 

F0 ForecastGAP

Forecast can never be 
completely accurate!!!
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Gap Analysis

[?] If your company set the target for next 5 year with 
sales at 100,000US$ per quarter, however, if you have no 
change for your marketing your sales will only bechange for your marketing, your sales will only be 
90,000US$ per quarter.
How can you solve this gap?How can you solve this gap?
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Monitoring Competitors

COMPETITOR IDENTIFICATION

Customer-Based Approaches
– Customer choices – What brand would you buy if your favorite was 

unavailable?unavailable?
– Application associations – What applications?  What brands for each 

application?
What product substitutes?– What product substitutes?

Strategic Groups
– Pursue similar competitive strategiesp g
– Have similar characteristics
– Have similar assets and competencies



Chapter 4+5- Strategic Positioning 
Monitoring Competitors
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Monitoring Competitors

Competitor actions

– Image and Positioning
Objectives and Commitment– Objectives and Commitment

– Current and Past Strategies
– Organization and Culture
– Cost Structure
– Exit Barriers

Strengths and Weaknesses– Strengths and Weaknesses
– Size, Growth & Profitability
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Monitoring Competitors

Competitors analysis- Response

1. What will our competitors do in the future?

2. Where do we have a competitive advantage?

3 How will this change our relationship with our competition?3. How will this change our relationship with our competition?
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Competitive Strategies

Cost Cost 
LeadershipLeadership DifferentiationDifferentiation FocusFocus

ProductProduct
DifferentiationDifferentiation
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Competitive Strategies
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Competitive Strategies

• Cost-leadership strategy success is affected by:

– Competitors producing at equal or lower costs.
– The bargaining strength of suppliers.g g g pp
– Powerful buyers demanding lower prices.
– Substitute products moving into the market.p g
– New entrants overcoming entry barriers.
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Competitive Strategies

• Differentiation strategy success is achieved through:

– An emphasis on product or service quality.
– Innovation in providing new features for which customers p g

will pay a premium price. 
– Responsiveness to customers after the sale.
– Appealing to the psychological desires of customers.
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Competitive Strategies

• Differentiation strategy success is affected by:

– Competitors imitating features and services.
– Increases in supplier costs exceeding differentiator’s price pp g p

premium. 
– Buyers becoming less brand loyal.
– Substitute products adding similar features.
– New entrants overcoming entry barriers related to 

differentiator’s competitive advantage.
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Competitive Strategies

• Focus strategy success is affected by:

– Competitor entry into focuser’s market segment.
– Suppliers capable of increasing costs affecting only the pp p g g y

focuser.
– Buyers defecting from market segment. 
– Substitute products attracting customers away from 

focuser’s segment.
– New entrants overcoming entry barriers that are the 

source of the focuser’s competitive advantage.
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Competitive Strategies

• [?] Think about your company, which strategy 
should be applied? Explain the reasons.
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Value Chain in Competitive Strategy
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Scenario Planning

• Scenario Analysis is a tool that helps you develop resilient/ 
flexible strategies for your company. It is a means to explore 
multiple outcomes to complex or rapidly changingmultiple outcomes to complex or rapidly changing 
competitive situations, determine the implications of each 
potential outcome, and set effective future strategies.p , g

d
What the 
fMacro 

Scenarios
Industry 
Scenarios

future 
might turn 
out to be!
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Scenario Planning

1‐ Decide on drivers for change

2 B i d i h i2‐ Bring drivers together into a 
viable framework

[?] Forecast 

3‐ Produce mini scenarios (7‐9)at least two 
scenarios for 

o r
4‐ Group mini scenarios (2‐3)

your 
company 
industry.

5‐Write the scenarios
industry. 

6‐ Indentify issues arising
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Product- market strategy- Direction of Growth

Existing PRODUCTS NewExisting PRODUCTS New

INCREASING RISKExisting MARKET
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Achieve higher 
sales/market share 

Sell new products in new 
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New of existing products 
in new markets
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Product- market strategy- Methods of Growth

Build up 
new 

b

Acquire 
existing 
bbusiness business

Merger Joint 
ventureventure
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Global factors

• Drivers for globalization:
– Financial factors 
– Country/ continent alliances
– Legal factors
– Stock markets
– Protectionist measures:

• Quotas
• Import bans

R t i ti• Restrictions
• Tariffs
• Technical standardsTechnical standards… 
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Global factors

• Globalization impacts:
– Global competition and customers
– Science and technology developments
– M&A, alliances
– New customer value and behaviour
– New scrutiny/ inspection by government  
– Deregulation
– Business practices (outsourcing)
– The social and business relationship… 
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Global factors

• Effects from Globalization:
– Incoming competition
– Abroad competition
– Abroad Investment
– Finance from oversea

[?]  How do you take advantages from globalization?
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Benchmarking  

Objectives

Data

Comparators

Benchmarking
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Benchmarking  

Internal

Bench‐
marking

FunctionalStrategic g

Competi‐
tivetive
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Benchmarking  

Key 
performance 
measures

Set objectives 
and areas

Select 
department/ 

branch/ 
organisation

Monitor 
improvement

Benefits from 
benchmarking? benchmarking?

Measure own 
and other’s 
performance

Improve

Compare 
performance
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