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Strategy Review

Strategy – Matching Internal Capabilities to External Opportunities

Competitive Advantage – Why would a customer buy from you vs. a competitor?

Internal Analysis


What is your firm good at?

External Analysis


What Opportunities exist that I can take advantage of?

What trends can positively or negatively affect you business?

SWOT Analysis


Strengths

Weaknesses

Opportunities

Threats

How can you build on your strengths, reduce your weaknesses to take advantage of opportunities. Are you aware of Threats and how can you harm your business? Don’t get blindsided.

Porter 5 Forces Model


In all these cases what are the effects on profitability?

Threat of New Competitors

Are new competitors likely to enter the market? If they do it will take away sales from existing competition.

Threat of Substitute Products

Are there any products that could act as a substitute for your product? If there are they could threaten sales of your product. Also this could limit the Price you can charge. How does this affect sales?

Intensity of Rivalry of Firms

What will existing competitors do if you enter the market? Will they drop prices so that you can’t survive? Or is there enough market share for you to that they will not react?.

Bargaining Power of Suppliers

Is there only one source of supply? If so suppliers can charge high prices. What will this do to your COGS and thus your Gross Margin? What could you do to reduce the power of suppliers?

Bargaining Power of Buyers

Do you only sell to one major customer? If you do your business relies too heavily on them. They could demand huge price breaks because they know if you don’t sell to them you will go out of business. What does this do to your Sales and thus your Gross Margin? What could you do to reduce the power of buyers?


Competitive Analysis

What do you know about your competition? How does your offering compare?

Paradox of Attraction

If companies are making large profits it will attract other competition that will take away sales and profitability.

Core Competencies

What your company is good at. Matching these core competencies to external opportunities is strategy. How do you build more core competencies? What tasks should you outsource? Do what you are good at. Let others take care of other activities (e.g. Use Fed Ex for delivery)

Differentiation Strategies


e.g. more educated work force, 


These strategies cost more. Do what is important to your customers.

Cost Based Strategies

Being very efficient with operating costs so we can charge lower prices than the competition.

