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Industry and Environment/Analysis


SPACE


Strategic Positioning Action C... E... + Five Forces model

Resources + Capabilities of the firm

Generic strategies


Cost-based


Differentiation

Generic strategies for technology-based/knowledge-based

Portfolio strategies

Business Unit Strategies

Corporate management

Corporate Strategy

Business Simulation at the end

3 Cases  - Entertainment/Madonna


General Giap – Vietnam Wars


Alex Ferguson – Manchester United...

Did they have a strategy?

If so, what were/are the common factors of success?

Common Factors

Consistent Message

Team support


Supporting groups - youth

Drive

Issues – Differentiation? Madonna... Giap – no...

Case studies

Goals, objectives, vision, direction

Goal – Madonna – Stardom


General Giap – Vietnam – long term process – key to reduce the power of the US forces


Ferguson – Clear goals, simple and understandable

Key elements

Clear & understandable goals

Vision!

Long term vision – it is essential to focus on clear goals


Madonna – Stardom – clear & simple goals


Giap – Unify the country, but not at any price – unification and independence under communist rule – motive, political, philsophical goals


Ferguson – winning trophies, incessantly – continual success

All stakeholder should know what the company and firm stands for...


... in four or five lines – what are we aiming to do...



We want to get 30% market share in 5 years...



SMART objectivies....

Understand what it takes to get there...

Profound understanding of the environment 

Madonna – clear understanding of the emerging entertainment arena

Giap -  Understanding of the terrain and the US political system, competition and enemy

Ferguson – good understanding of the competition – intelligence of the other teams, of the media role in sport.

Realistic Appraisal of Resources & capabilities

Madonna – comparatively low talent – limitations of raw talent – understood where her strengths lay – image, style design, self-publicism. She understood what she didn't have and how to acquire it – not what you know, but who you know.

Giap – propaganda, unity of purpose, strength of ideology, understanding of their abilities

A good implementation of the different elements of strategy

Commitment, dedication, leadership, implementation

Ferguson – master of game psychology.

Framework for successful strategy


Elements of Success


Madonna
Giap & North Vietnam
Alex Ferguson


Goals
Single-minded quest for stardom
Reunification of Vietnam under Communist rule
Success in soccer – an escape route from poverty in Glasgow


Understanding the environment
Identified emerging trends in popular culture. Recognised power of sex. Understood showbiz distribution channels
Intimate knowledge of the terrain. Understanding of the US political system
Clear recognition of importance of discipline, training, motivation & competitive intelligence


Resource Appraisal
Recognised limited raw talent.  Relied on strength in self promotion, relationship management
Recognised economic & military weakness and political strength
Combined internal development of skills with acquisition of key players


Implementation
Commitment to hard work, disciplined, inspirational. Attention to detail
Tight control, long term commitment. Effective propaganda. Inspirational leadership
Commitment, dedication, control of players


What is strategy?

· Distinguishing strategy from tactics:

· Strategy is the overall plan for deploying resources to establish a favourable position.

· Tactic is a scheme for a specific manoeuvre.

· Characteristics of strategic decisions:

· Important 

· Involve a significant commitment of resources

· Not easily reversible – long term planning, changes tend to be tactical in nature, rather than permanent adaptation

· Giap – US tried to dump their supporters in Vietnam in order to end the war politically – they wanted to negotiate with the N. Vietnamese – unity of Vietnam under Vietnamese control – without their clarity of goal, they would have created hesitation in the minds of those in the war – long term vision, and deployment of resources – you cannot change every year – diversification or cost advantage – you cannot change your strategy or single-mindedness of the direction.

Evolution of Strategic Management

Etymology – from Greek

Stratos – structure of miltary

Aegis – Chief

Strategy is based on war planning...

Tsun Tsu – The Art of War

Glasvicz – Prussian wars 

Recent decades...

1950s – budgetary planning and control... Financial control... Budgeting & project management and appraisal... Emphasised financial management

1960s – Corporate planning, planning for growth, forecasting & investment planning, rise of corporate planning departments & formal planning.

Early to Mid 1970s – Corporate strategy – diversification – portfolio strategy planning – synergy market share – diversification – quest for global market share

Late 1970s to early 1980s – Analysis of industry & competition, positioning, analysis of industry & competition, industry/market selectivity. Active asset management

Late 1980s – early 1990s – Quest for competitive advantage, competitive advantage, resource analysis, core competences -  restructuring, BPR, refocusing and outsourcing.

Late 1990s – early 2000s – Strategic innovation, The “New Economy” - Innovation & knowledge – dynamic sources of advantage – Knowledge Management, cooperation – Virtual organisation, alliances – quest for critical mass

early 1990s - Pace of change has accelerated – you can no longer understand the environment and position yourself – you can no longer plan for that – since the technology and market is changing so quickly that core competencies is key – throw out anything that is not a core competency – the things that make you less capable than your competiors.

Porter! Forces – value chain! Core competencies – Prowlerhard and Harold.???

Late 2000s - Strategic Management – strategy is a design tool – you need to design a strategy to build a design tool. Strategy by design.

Mintzberg - “It's a fallacy to pretend that you can design in this changing and volatile environment” - strategy is an emergent process – continuous adaptation – you cannot be successful with a rigid plan – you need to be adaptable and changeable – organic and changeable...

The same cases can be used to validate their arguments – Honda was both Porter and Mintzberg's analyses.

Mintzberg interviewed the same people as Porter did.

The focus is how did Honda grow from small to large? What was their driving forces? Honda was opportunistic – too small in Japan.

Develop market share in Foreign markets – Honda started by exporting small CC motorbikes... It didn't work – the US never bought small bikes in the 70s. But Harley's and BMW were popular.

Studying, building the big bikes – Honda's core competency was mechanical engineering and good engines – they achieved quality, reliability and robustness – Harley was not reliable, but they had the image.

Honda extended their market into engines for boats, when they internationalised and went to the US.  How they would take the opportunities, exporting the cars, and the motorbikes...

Due to changes in the foreign exchange rate, they were forces to make tactical moves to build the factories in the US.

An emergent strategy! - Mitzberg...

Alternatively – Porter – analysis of market, analysis of the market, and building their core competencies – tools to deploy, and communicate better, and to involve all those around you to create consistent goals, management tools, performance measurements, and design strategies.

Any firm would have difficulty would have issues in a situation affecting money.

Let's accept the validity of the key arguments, but knowing where you are going is also a key goal.

Glauswicz – when you go to war, unless you know how you are going to win and you've figured it out in headquarters, how can you expect to succeed in battle? - So you need some sort of structure, framework and goal.

So back to the framework

1. Goals and vision

2. Analysis of the environment (what market structure is there, who are the compeitors, what are their strategies, strengths and weaknesses)

3. External, internal and Resource audit – what do we have to compete in this market, and what do we need to compete in this market

4. Implementation (How do we do this, etc)

Sources of Superior Profitability

· Corporate 

Goals, Values and Performance

· Strategy as a quest for value

· Profit is the driver of firms in a market economy – so....
What is profit? How much additional money you make when you include in your calculations the cost of capital – that you create more value than what the capital costs.

· The shareholder value approach

· The shareholder value and strategy formulation

· Mission and values

Financial objective of any firm in the long term - 

Strategist should be able to produce cashflow that makes

Vmax = Sum(C+/(1+r(ave))+ = cashflow is greater than the average cost of capital

Maximise the cashflow over the average cost of capital.

Markets – we can borrow capital in the markets – quoted companies, the typical ways to raise capital – equity – issue of rights and shares – or you raise debt through bond issue.

Bonds – each company's potential to raise bonds and at what price.

Zero risk bonds – government bonds – 0 risk bonds, 4.80%. - lowest cost of capital is to triple A rated companies – highest cost of capital is to other companies – premium cost for a Triple A rated company – who can borrow at 5.80% - banks used to be triple A, but now they are no longer...

If you are considered a higher risk by the market, your borrowing premium will be higher...

If you are rated B – (near to B) – 6% premium... 

Rating agencies – Standard & Poors (B is a junk – noninvestment grade company), Moody (C is non-investment), 

In the situation of an economic downturn, the borrowing of capital premium increases considerably – e.g. Harley Davidson would currently borrow at 10%...

Companies can build capital through issuing shares – but when they do that, they are generally in a bad situation – RBS – issued £12billion at a 40% discount in order to be able to sell them. Even with the 40% discount, they had to pay 1.2/3% fees to the underwriters...

Insurance to pay high fees...

They had to pay a huge cost, but they had no choice, because their ability to borrow was so reduced, that they would have had to pay a huge cost of capital in interest rates...

The question becomes – how much are you burning capital by continuing to be in business?

Are you covering the long term cost of capital?

It is very difficult to chose one measure of profitability because of all the different measures in the different accounting standards...

FTSE100 companies that are still in the top 100 20 years later will tell you a very different story to the annual reports.

Pension funds are currently feeding the investments

Investments are savings, and the most common form of saving is in pensions

If you are a fund manager, you have to understand the issue of the shares, etc...

Sum of C/(1+r) works on individual projects, but also can be considered on a company level.

Free cashflow over time t – forecasts of how much you will make compared to how much does it cost you over time t....

Goals and vision – it all comes down to the C/(1+r) over time...

Is the financial goal the only objective of a firm?

There are many philosophical issues alongside it, but...

Profit maximisation an ambiguous goal


total profit vs rate of profit


Over what time period

Accounting profit vs economic profit

Economic value added as a measure of economic profit


Post-tax operating profit less capital.

Applying shareholder value maximization to strategy choice

· Identify strategy alternatives

· Select the one with the highest NPV...

Comprehensive value metrics framework

Values and Mission

Analysing the Industry Environment

· Objectives of industry analysis

· From environmental analysis to industry analysis

· Overview of environment and industry: SPACE

· Porter's 5 forces Framework

· Applying industry analysis

· Industry & market boundaries

· Extending the Five Forces Framework:

· Complements, Dynamics, The New Economy

· Identifying the Success Factors

Understand how the industry analysis drive profitability

The past cannot always help us protect the future.

Environmental changes/ deregulation

Supply of factors

Changing some elements of the industry structure

Can we actually change the structures

Competitors can act together to change partially the higher structures of profitiability

Environmental Analysis to Industry Analysis

Determinants of Industry Profitability

3 Key Influences:

· The value of the product

The Spectrum of Industry Structures


Perfect Competition
Oligopoly
Duopoly
Monopoly

Concentration
Many firms
A few firms
Two firms
One Firm

Entry and Exit barriers
No barriers
Significant barriers
High barriers

Product Differentiation
Homogeneous product
Potential for product differentiation

Information
Perfect Information Flow
Imperfect availability of information

Industrial Attractiveness and Environmental Stability: An Overview

SPACE – Strategic Position and Action Evaluation

External dimensions

· Industry Attractiveness


· Environmental Stability
Environmental factors such as factors of production – land, labour, materials, inputs, energy
Demand side – level of demand, level of prices, demographic structure, the big items that can affect the demand to industry.
Not the absolute status of elements
Firms can adapt to even the toughest of situations if change can be anticipated.
If Factors are unpredictable firms will be difficult to adapt

The even playing field for all firms competing in the arena

Internal dimensions

· Competitive advantage
What is the competitive advantage? Is it differentiation or good manufacturing?

· Financial strength
What is the financial system of that particular firm to deploy the competitive advantage? You need the financial resources to exploit, deploy and build the profitability of the advantage...

Aggressive Posture– Strong financial Strength, Strong Industry attractiveness ,low competitive advantage, low Environmental stability; e.g. Microsoft – they have their cash cow, and they are protecting it; they need to keep an eye on the markets and acquire access to the new innovations; Trying to ensure that they can protect themselves from companies gaining a competitive advantage – e.g. Steel manufacturers – buying up companies larger than them to leverage their financial muscle and reduce competitive advantage in the market.

Competitive Posture – examples include those with first mover advantage, e.g. Google, Blue Ray; Facebook – those with low competitive advantage, and low financial strength, but high industry attractiveness and high environmental uncertainty

Conservative Posture – Oligopolies; consumer goods, volume industries; etc – High Financial Strengths and high competitive advantage, but low industry attractiveness and low environmental stability. Any changes or innovations will be mirrored by your competitors...

Defensive thrust – e.g. Rover – they had no money, no customers, no benefits, no prospects, so they sold up and sold to China – it was better not to invest. Options available – option 1 – close down, and get out of the industry or option 2 – make a turn around and make the operations a bit leaner by reducing costs and employees... Make it more attractive to someone else to buy it and make the most of the assets...


Measures to score those key dimensions...

Company Specific

Factors that Underpin Financial Strength

· Return on sales

· Return on investment in absolute terms and relative to industry peers

· Overall cash flow

· Liquidity

· Leverage

· Capital needs versus capital availability

· Relative share price performance

These are company specific – it is worth considering example companies on the basis of this information and look at it on these levels

Factors which underpin the judgement on Competitive Advantage

· Market Share

· Quality of product/service offer

· Customer Loyalty

· Innovation ability

· Control of inputs and distribution – how much control of your inputs do you have – how much control of your distribution channels do you have? If you don't have control of it, someone else might have control of it...

· Quality of assets – human capital included – skills and knowledge acquired over time

· Technology

· Labour Productivity – how long does it take you to manufacture something compared to your rivals?

These are company specific

Industry Specific

Factors which underpin the judgement on Industry Attractiveness

Paul Vernon – Product Life Cycle – Innovation, Exploration and Exploitation, High Growth – as more people buy, the price comes down and more can be sold – other players join and competition reduces prices – Then it reaches saturation – a replacement and renewal market – and growth slows down to about 3-4% - Then moves into decline... The profitability follows that curve too – so if it is in the end quartile, it is in low attractiveness.

· Strong barriers from new entrants

· High differentiation

· Growth rate and growth potential 

· Low price sensitivity

· High value added

· High level of resource utilisation

· Attractive level of profitability now and in the future

Factors which underpin Environmental Stability

· Instability in the wider environment impacts

· On the industry dimensions

· Demand

· Price-levels

· Technological obsolescence

· On the competitive advantage dimensions

· costs of labour

· materials 

· finances

· General areas to consider are:

· how the economy, government regulations, technology, society and ecology combine to affect demand, prices, costs and competitive intensity

This is a simple model, but if you have access to data, we can refine it – this is why companies pay well for business intelligence – and thus you can apply higher functionality for the different people.

Compare historic information to compare how the shape changes over time, and assess what could potentially be happening – analysis of a company's dynamics and where it may be now and where it might be in the future...

Identifying what is happening and where they are heading, we can guess where they are going...

What is happening for all these markets – it tends to be generally moving towards consolidation...

In the future, Eon, EDF and Npower will probably be all that is left over after 10 years...

The big companies have an aggressive strategy to buy up competitors in order to reduce competitive advantage in the area.

The government doesn't really care if the company is making a lot of profit – they care about whether it makes a competitive market for the consumer...

Does the consumer gain in a situation where there is a monopoly or would breaking up a company improve things for the consumer?

In utilities, governments can regulate by introducing a cap on return on capital...

When utilities and railways were privatised in the UK, the government introduced the price index formula so that consumers gain from improvements in the productivity and efficiencies.... Any efficiency gains will be shared with consumers... 

BAA has a capped Rate of return at 7%...

Apply SPACE model to the Crown Cork - 

Industrial attractiveness & Environmental stability – this is specific to the industry

Competitive advantage – and Financial structure – this is specific to the company

Draw the information from the different companies...

1 graph position key competitors...

Theorise positioning in the future....

Q2 – applying the five forces...

What is the position of each of the force in each of the industries – who the power lies with – suppliers, competitors, new entrants and substitutes – assess each of the five forces in the industry...

Make an assessment of the drivers that are depressing profitability in the industry.... and which are the drivers of profitability into the industry...

Threat of substitutes – buyers propensity to substitute/ price-performance characteristics of substitutes.

Price/performance characteristics make aluminium more interesting than steel, whilst steel is more competitive to aluminium.

Cans of coke can be made using steel or aluminium, steel is usually cheaper than aluminium whilst aluminium can make the can better – aluminium can be moulded – one industrial operation can make the tube – steel will break – so with aluminium, you pay more initially, but the cost of manufacture is cheaper...

Aluminium – you can do better lithography than steel – you can print the brand/images, etc – improved performance

Substitution tendencies will be driven by the price performance graph.

Threat of entry

Entrant's threat to industry profitability depends upon the height of barriers to entyr – principal sources of barriers to entry are:

· Capital requirements

· Economies of scale

· Absolute cost advantage

· Product differentiation

· Access to channels of distribution

· Legal and regulatory barriers

· Retaliation

Bargaining Power of Buyers

Buyer's price sensitivity


Cost of purchases as % of buyer's total costs


How differentiated is the purchased item?


How intense is the competition between buyers?


How important is the item to quality of the buyer's own output?

Relative bargaining power


Size and concentration of buyers relative to sellers.


Buyer's information – affect of internet


Ability to backward integrate

Analysis of supplier power is symmetric

Crown Cork – coke could potentially build their own can factory in order to ensure I am reasonable about the costs...

Wholesaler imposes higher prices on their buyers, what are the chances that they will charge for it...

Rivalry Between Established Competitors

Extent to which industry profitability is depressed by aggressive price competition depneds upon:


Concentration (number and size distribution of firms)


Diversity of competitors (differences in goals, cost structure, etc)


Product differentiation


Excess capacity - ...


Cost conditions



Economies of scale

Applying five forces analysis

Industry boundaries : identifying relevant market...

What is the industry is BMW is in?


World auto industry


European auto industry


World luxury car industry

Key criterion: substitutability


On demand side: are buyers willing to substitute between types of cars across countries


On the supply side: are manufacturers able to switch production between types of cars and across countries 

May need to analyse industry at different levels for different types of decision.

Activity chain – read up on it....

Coke don't own anything apart from the brand and the formula – they don't manufacture anything... They just impose their rules on the fillers, but the brand is where value comes...

Identify Key success factors






Pre-requisites for successful

What do customers want?





How does the firm survive 









competition

Analysis of demand






Analysis of competition

What are our customers?





What drives competition

What do they want?






What are the main dimensions of 










competition?










How intense is competition?










How can we obtain a superior 








competitive position






Key success factors

Identifying Key Success Factors by Analysing Profit Drivers: Retailing








Sales mix of products




Return on sales

Avoiding markdowns thru tight inventory ctrl

ROCE






Max. buying power to min. cost of goods purch.









Max. sales/sq. Ft thru:




Sales/Capital Employed
“location * product mix/ customer service * QC








Max. inventory turnover through electronic data 







interchange, close vendor relationships, 









fast deliveries








Min. capital deployment through outsourcing & 







leasing

The higher inventory turnover, the better your capital is working for you

Outsource things you are not efficient at

Sell and leaseback – frees capital that can be used better – and it allows you to allow other specialists to manage your property – reduce costs through leasing...

Consider the Economic features go through the listings when analysing the industries...

Forecasting industry profitability

Strategies to improve industry profitability

Defining industry boundaries


Key criterion – substitution

Key Success Factors

Industry Analysis & The New Economy

Mapping Strategic Groups

Individual firms and SGs can be classified according to their -scope- resource profile – strategy pursued and type of competitive advantage sought.

Scope:


Geographic


Customer focus


Product scope

Competitive stance


Quality/service offer


Relative price


Value offer


Discretionary expense


Relative cost/technology

These factors are usually employed to construct a simple two axis strategic group

BCG Strategic Environment Matrix

Generic Strategic Typologies

These are based on warfare...

Stalemate - 

Volume – Desert war

Fragmented – Guerilla warfare

Specialised – High ground warfare

Business economics, descriptors, organisations...

Analysis of each generic typology can be done – Stalemate Structural Description


Competitive Environment 



Large, well established market



Often cyclical, tied to levels of economic activity



Limited ability to differentiate, tend towards commodity status



Repeat well informed buyers



Competition on price with few switching costs



All competitors will add spare capacity together, so that every one is able to scale.



Minimum economic increment tends to be one


Business Economics 



Substantial capital investments



Long life fixed capital



Often high break even 



High entry and exit barriers



High level of factor input costs (materials, energy, finance)



Labour tends to be traditional and unionised



Low levels of R&D, marketing (due to low levels of differentiation)



Overhead/administration as a percentage of total costs is low



High depreciation costs initially but long asset life means that they can be fully depreciated, but still useful


Business Attractiveness



Over long term, low ROCE, short term, business system can be highly attractive (upturn of economic cycle creates backlogs and rising prices)



Demand is higher than capacity, most competitors add capacity, which usually becomes effective at the downturn, which in turn makes prices collapse



High market share is unlikely to insulate a competitor from these market pressures; small market share does not imply high costs...


Organisation



Twin organisational thrusts:




Long term: adding and keeping the asset base current




Short term: emphasis on operational efficiency



Hierarchical organisation tends to emerge with a powerful centre taking long term decisions and overseeing functional activity – top-down organisational structure



Close control of operations is achieved by short spans of control, clear procedures and clear operational targets




With efficiency the driver in the organisation, a hands on cost control culture often results


Managing the Stalemate



In these industries, with high exit costs, management often has no choice but to strive to achieve the following operational key factors for success:



Tight cost control, good efficiency



Good assets with high utilisation



Consistency and reliability


More radical solutions which need to be considered include



Dislocating operations for better factors (materials, energy, labour, etc)



Integration to control supply or lock in end user market



Segment and seek specialisation



Leap-frogging technology



Rationalisation through mergers and acquisition



Artificial forms of competition such as government help, cartel, etc

e.g. There's not enough mines for the growing commodity demand in Brazil, China and India

Volume....


Competitive Environment



High entry barriers - Capital intensive



Oligopoly



Standard products that can be differentiated through branding



High differentiation branding



Segmenting



Price competition



Innovating in the market



Supply chain management



Quality focuses issues



Technology dependent


Business Economics



Low Margins, but high revenues – by volume



Fast turnover of working capital (low inventory days)



High exit barriers



Economies of scale



Mass production



Standardisation allows for expansion



Requires high demand and large market


Business Attractiveness



Low margins on high costs



Logistical drivers



Simple processes



Differentiation allows for market share control



Potential vertical integration


Organisation



Supply chain commitments



Strategic top down, operational control 


Managing the Volume



Control cascades



Operationally empowered middle management 



Aggressive?



Marketing is a considerable cost



R&D costs – continual product development



Cost structure is geared around marketing since the more you advertise, the more you sell – so marketing cost per unit is still low



Intensive in intangibles rather than tangibles (as stalemate are)



Brand increase leads to virtuous circle, whilst brand decline reduces market share due to reduced money to spend on marketing and reduced capital, reduced economies of scale a vicious circle



You need to take an aggressive posture and be able to take a short term hit to your margins/profit to secure long term growth 



Bogof – gets rid of inventory and builds market share long term



Adoption of Specialisation methodologies can build competitive advantage (Focus and specialisation – e.g. organic, healthy food, rather than the others)

Fragmented


Competitive Environment



Highly competitive



Differentiation through branding and quality



Numerous players of various sizes so not oligopolistic



Low barriers to entry



Tactical, always changing



Adaptability and agile


Business Economics



Price competition



Cost control



Perfect competition



Labour costs are high



Low capital investment



Low entry barriers


Business Attractiveness



Attractive to start



Loses attractiveness as you grow



Reliant on USPs



Continual product development


Organisation



Entrepreneurial



Hard work and dedication



Family run SMEs



Low centralisation; based on franchise models



Highly distributed network



Decisioning power lies lower down the structure – operational levels



Still centralised strategy formulation



Incentives are important when moving into volume 


Managing Fragmented



High reliance on access to information across the network



Timely access to accurate information



Less focus on advertising



Issues of continual access to working capital



R&D – not a lot to be spent



Incremental improvement rather than innovation



Low profitability



Highly imitable 



Empower and incentivise people so they can operative as if it is their own



By building competitive advantage, companies should take advantage of the strategies of Volume business


Specialised



Competitive Environment



Few firms, with high market share



Specialised in what they do



Technology driven



Innovative



B2B



Niche market segments 



Differentiated through specialisation



First mover advantage 





Creativity of the workforce



Nimble and self-empowered





Business Attractiveness 



High revenues



High Margins



Highly attractive



Capital intensive



Business Economics



Low units of production



First mover advantage 





Creativity of the workforce



Organisation 



Nimble and self-empowered



Flat organisational structure



Managing Specialisation



Processes not easily mapped



Empowered staff



Communication is important

NB...

(50% savings ratio in China vs 4% vs 1% whilst investment is China is 60% vs 12% US/UK – there are consumption problems – they are creating excess capacity in these industries... China – salaries are creeping up – and one of the ways to increase are through inflation – increased purchasing power – China could set up a pension system/medical insurance/spend more on education – and that way, the need to save would be reduced – security becomes less of an issue for the population – as the value of their currency appreciates more, their foreign currency reserves will reduce in value ($150bn) will reduce in value – and if the dollar drops, they lose it all)

Video – Top Shop / Zara

Focus on speed to market

Top shop is competing with H&M and Zara

Philip Green bought Top Shop

Department stores fell down due to long time to market

Clear Goals





Appraisal of 


resources





Understanding 


environment





Implementation





Success





Competitive


Advantage





Financial Strength





Industry


Attractiveness





Environmental Stability





-1





-6





-6





6





1





6





Aggressive





Competitive


Posture


(often first mover


advantage)


e.g. Google; Blue


Ray; Facebook





Conservative





Defensive





Fragmented


Apparel,


construction,


engineering,


jewellery, 


small consultancies


(regional markets) 





Volume


Jet engines,


Supermarkets,


Motorcycles,


Standard


microprocessors, etc





Stalemate


Basic chemicals,


volume grade paper,


wholesale banking,


etc





Specialised


Pharma, luxury cars,


chocolate


confectionary





Potential Size of Competitive Advantage





Small





Large





Few


Approaches





Many


Approaches








