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.… the Ultimate Objective is …. 
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I) Generic Business Strategies
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Generic strategies …. 



5

➢Blue Ocean Strategies
➢ Innovation a strong tactical tool

❑ How Generic Strategies affect 

Competitive Advantage and Profitability?

1. Cost 

2. Differentiation
➢ Focus

➢ Combining Cost & Differentiation Strategies

Generic strategies …. 
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Generic strategies …. 

❑ ….the Ways (TAO) of company positions itself in 
the marketplace to gain a competitive advantage?

❑ Different positioning strategies that can be used in 
different industry settings (flight or fight)?



7

II) Schools of Strategic Management



Descriptive 
Schools

Prescriptive 
Schools

The CONFIGURATION 
School

The PLANNING 
School

Descriptive 
Schools

Ten schools of Strategic Management



1. T

2. T

3. T

4. T

5. T

6. T

7. T

8. T

9. T

10. The Configuration School - strategy formation as a process of transformation
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1. T

2. T

3. T

4. The Entrepreneurial School - strategy formation as a visionary process

5. The Cognitive School - strategy formation as a mental process

6. The Learning School - strategy formation as an emergent process

7. The Power School - strategy formation as a process of negotiation

8. The Cultural School - strategy formation as a collective process

9. The Environmental School - strategy formation as a reactive process

1. The Design School - strategy formation as a process of conception

2. The Planning School - strategy formation as a formal process

3. The Positioning School - strategy formation as an analytical process

Ten schools of Strategic Management
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2) The Planning School

1. Igor Ansoff (Corporate Strategy 1965)
2. The Steiner Model of Strategic Planning (1969)
3. Stanford (1963)
4. GE planning cycle (1980)
5. Planning Hierarchies (Mintzberg 1994)
6. Game Theory

Let’s analyze some of these schools of SM



The Ansoff Product/Market Growth Matrix



Market Penetration
Options to grow via market penetration

Increase 
Frequency 

of Use

Increase 
Quantity 

Used

Convert 
Nonbuyers

New 
Applications

Convert Lost 
Customers

Convert 
Competitor’s 

Customers



Product Development

Product 
Improvements

Product 
Innovations

Product Line-
Extensions

Cross Selling



Market Development

• It is expanding sales of 

– existing products to 

– new geographic markets  or to new segments

• It requires:

– Building brand awareness and brand image

– Accessing new distribution channels

– Confronting new competitors

– Formulating new marketing strategies



Diversification
• Taking a 

– new product to a 

– new market is the strategy with the highest risk

• It has the lowest probability of success

• It needs the highest amount of resources

• Ways of diversification

– Related diversification

• A company enters a new market with a new product attaining synergies by 
sharing assets or competencies across businesses

– Unrelated diversification

• A company enters a new market with a new product not related to the 
existing product markets

– Forward and backward integration

• Forward integration occurs when a company decides to move downstream 
the product flow

• Backward integration means that a company moves upwards



Strategic Planning within the Ansoff Matrix



Building from the Core and Identifying Adjacencies
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3) The Positioning School

1. Sun Tzu & Clausewitz
2. PIMS – Profit Impact of Market Strategies (GE 1972)
3. BCG Growth-Share Matrix (Bruce Henderson 1979)
4. Porter’s model of Competitive Advantage (1980)
5. Generic Strategic Groups (Mintzberg)
6. Game Theory
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■ When people are challenged, they react in one of two ways:
a) They runaway – “Flight reflex” (Running away from challenges)
b) They fight back (attack) – “Fight reflex” (getting into battles)

■ Sun Tzu advises us neither flight nor fight

But ride the “magic of positioning”. Because success comes 
from using your position. 

■ Strategically – both victory and defeat are similar. Each puts you in 
a new position.

♦ When you win, you realize the real challenge just starts…

♦ When you fail, the knowledge you gain gives you a 
competitive advantage and tenacity…

The theoretical origins: Master SUN TZU
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Theoreticians: Military Strategists

"We repeat again: strength of character does not consist solely in having 
powerful feelings, but in maintaining one’s balance in spite of them. 
Even with the violence of emotion, judgment and principle must still function
like a ship’s compass, which records the slightest variations 
however rough the sea” 

Carl von Clausewitz (1780-1831)

“If the leader is filled with high ambition and if he pursues his aims with 
audacity and strength of will, he will reach them in spite of all obstacles” 

Sun Tzu (400 B.C.)

"The expert in battle seeks his victory from strategic advantage and 
does not demand it from his men"

"Strategy without tactics is the slowest route to victory. 
Tactics without strategy is the noise before defeat"



The BCG Growth-Share Matrix



The BCG Growth-Share Matrix



BCG – Digital 



BCG – Retail Industry



BCG – Various Industries
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By Using… Porter’s Completive Advantage model
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If we include the “Scope” ... then we can have 5 options …
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III) Analyzing 
the Three Generic Business Strategies
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1) Cost focused strategies
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2) Differentiation focused strategies
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How Differentiation affects Cost strategies
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3) Focus strategies
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Focus strategy means Segmentation strategy
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Market segmentation tactics…

Focused strategy

Serving a limited number of segments

Serving just one segment

➢ Standardization strategy 

▪ Producing a standardized product 

▪ Ignoring different segments

➢ Segmentation strategy 

▪ Producing different offerings for different segments

▪ Serving many segments or the entire market
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Comparison of Market segmentation approaches

Standardization 
strategy

• Associated with lower 
costs than a 
segmented strategy

• Attempts to attain 
economies of scale 
through high sales 
volume

Segmentation 
strategy

• Involves customization
of product  offerings, 
which drive up costs as:

• achieving economies 
of scale is difficult.

• production and 
delivery costs tend to 
be high.

Focused 
strategy

• Have a higher cost 
structure as:

• new product features 
and functions need to 
be added.

• attaining economies 
of scale is difficult.
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4) Combining Differentiation & Low cost Strategies
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Low cost
• Enables a company to:

– gain a SSCA

– undercut rivals on price

– gain market share

– maintain or increase Π

Differentiation
• Enables a company to:

– charge a premium price

– increase demand 

– capture market share 

• Distinguishing oneself from rivals by 
offering something that they find 
hard to match .

• Product differentiation is achieved 
through:

– superior reliability, functions, 
and features.

– better design, branding, point-
of-sale service, after sales 
service, and support.
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The differentiation-low cost tradeoff

• Efficiency frontier
– Shows all the positions a company can adopt with regard to differentiation and 

low cost.

– Has a convex shape because of diminishing returns.

• Multiple positions on the differentiation-low cost continuum are 
viable.

– Have enough demand to support an offering.

• To get to the efficiency frontier, a company must:

➢ pursue the right functional-level strategies

➢ be properly organized

➢ ensure its business-level strategy, functional-level strategy, and 
organizational arrangement align with each other
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5) Coordinating Functional & Business Strategies
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Lowering costs through functional strategy and organization

• Achieve economies of scale and learning effects

• Adopt lean production and flexible manufacturing technologies

• Implement quality improvement methodologies to produce reliable goods

• Streamline processes

• Use information systems to automate business process

• Implement just-in-time inventory control systems

• Design products with a focus on reducing costs

• Increase customer retention

• Ensure that the organization’s structure, systems, and culture reward actions that 
lead:

– higher productivity

– greater efficiency
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Differentiation through functional-level strategy and organization

• Customize product offering and marketing mix to different market segments

• Design product offerings that have a high perceived quality regarding their:

– functions

– features

– performance

– reliability

• Handle and respond to customer queries and problems promptly

• Focus marketing efforts on:

– brand building

– perceived differentiation from rivals

• Ensure employees act in a manner consistent with the company’s image

• Create the right organizational structure, controls, incentives, and culture

• Ensure that the control systems, incentive systems, and culture align with the 
strategic thrust
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Summary
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Business-level strategy, industry, and competitive advantage

Low-cost companies

• Charge low prices and still make profits

• Absorb cost increases from suppliers

• Offer deep discount prices for buyers

Differentiated companies 

• Withstand pricing pressure from 

powerful buyers and increase prices 

without buyer resistance

• Absorb price increases from suppliers 

and pass them to customers without 

losing market share

• Withstand substitute goods, as a result 

of brand loyalty
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IV) BLUE OCEAN  
Strategies
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A) Blue ocean strategy
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What is a….Blue ocean strategy
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Blue ocean strategy = First mover advantage
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Blue ocean strategy

• Blue Ocean: 
– Wide open market space - a company can chart its own course

• Product offering through:

– Adding value (i.e. innovation)

– Cutting costs 
• Create a new market space

• To redefine its market and create a new business-level strategy, a company must:

➢ eliminate factors that rivals take for granted, and reduce costs.

➢ reduce certain factors below industry standards, and lower costs.

➢ raise certain factors above industry standards, and increase value.

➢ create factors that rivals do not offer, and increase value.
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So… What are You?
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Avoid Sharks……
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So… Are you Unique or strive for??
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V) INNOVATION 
Strategies 

Creating Value via 
INNOVATION
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Value via Innovation

❑ Innovations push out the efficiency frontier in an industry

▪ enabling greater value to be offered through superior differentiation 

▪ at a lower cost than was thought possible……

❑ Enable a company to outperform its rivals for many years.
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