
Chapter 8 Lecture 4: Strategy formulation & implementation 
Strategy: a plan of action that describes resource allocation and activities for dealing with the env, achieving a 

competitive advantage, and attaining goals 

 

Why strategize? 

Target customers: an effective strategy defines the customers to be targeted and which of their needs are to 

be served by the company - geographically, demographically, etc. 

Core competence: a business activity that an organization does particularly well in comparison to competitors 

- e.g. superior research and development, expert technological know-how, process efficiency, exceptional 

customer service 

 Leaders identifies what their company does especially well and build strategy around it 

Build synergy: when organizational parts interact to produce a joint effect that is greater than the sum of the 

parts acting alone 

 When properly managed synergy can create additional value with existing resources 

Deliver value: delivering value to the customer is at the heart of strategy - value is the combination of benefits 

received and costs paid 

 Devising strategies that exploit core competencies and attain synergy 

 
 

Levels of strategy 
Corporate-level strategy: "what business are we in?" - it relates to the organization as a whole and the 

combination of business units and product lines that make it up 

 Strategic actions: acquisition of new businesses, additions or divestments of business units, plants or 

product lines 

Business-level strategy: "how do we compete?" - it relates to each business unit or product line within the 

organization 

 Strategic actions: amount of advertising, direction and extent of R&D, product changes, new product 

development, equipment and facilities, e-commerce 

Functional-level strategy: "how do we support the business-level strategy?" - it relates to all of the 

organization's major departments 

 Includes finance, research and development, marketing and manufacturing 



 

Strategic Management process (SMP) 

Strategic management: the set of decisions and actions used to formulate and implement strategies that will 

provide a competitively superior fit between the organization and its environment so as to achieve 

organizational goals 

Factors that alter a company's ability to achieve its goals are called strategic issues 

 In turbulent environment managers have to stay alert to strategic issues that require a shift in strategy 

to stay in line with both internal and external changes 

 

 



SWOT analysis: Strengths, Weaknesses, Opportunities and Threats 

Could be obtained from customers, government reports, professional journals, suppliers, bankers, consultants, 

etc. 

Managers talk to all levels of hierarchy to understand the company's internal strengths and weaknesses 

Internal strength and weaknesses 

 Strengths: positive internal characteristics which can be exploit to achieve strategic performance goals 

 Weaknesses: internal characteristics that may inhibit or restrict the organization's performance 

External opportunities and threats 

 Threats: characteristics of external env that may prevent the org from achieving its strategic goal 

 Opportunities: characteristics of external env that have the potential to help the org achieve or 

exceed its strategic goal 

 

Strategy formulation: the stage of strategic management that involves the planning and decision making that 

lead to the establishment of the organization's goals and of a specific strategic plan 

 Assessing external environment and internal problems 

Strategy implementation: the stage of strategic management that involves the use of managerial and 

organizational tools to direct resources towards achieving strategic outcomes 

 

Formulating business-level strategy 
Porter's competitive forces and strategies - five competitive forces that determine an organization's position 

when compared with its competitors in the industry environment 

1. Potential new entrants: capital requirements and economies of scale are two potential barriers to entry 

that can keep out new competitors e.g. established sales force, physical assets such as building and 

machinery 

2. Bargaining power of buys : informed customers become empowered customers - educate customers 

about full range of price and product options 

3. Bargaining power of suppliers: the concentration of suppliers and availability of substitute suppliers. 

The Internet tends to raise the bargaining power of suppliers 

4. Threat of substitute products: affected by cost changes or trends such as increased consumer 

consciousness that will deflect buyer loyalty 



5. Rivalry among competitors: the fight for position is often exemplified by what Porter called the 

"advertising slugfest" - companies trying to win the attention and business of customers from one 

another 

 

 

Porter’s Competitive strategy: 

Porter argues firms should first analyse the five industry forces, choose a strategic position (differentiation or 

low-cost leadership) then configure value chain activities to fit their chosen strategy 



 

 

Limitations of Porter’s Five Forces Model: 

 Industry level of attractiveness: the five forces model assumes companies can only sustain 

competitive advantage in high profit industries, but low profit margins should not be always avoided 

 Zero-sum game vs. stakeholder symbiosis approach: views suppers, buyers and competitors 

competing in a zero-sum game. But suppliers, customers and competitors can also collaborate for a 

greater good 

 Static vs dynamic model: today, industry forces are highly dynamic and change sometimes 

continuously and other times discontinuously 

 Context: firms are not all the same in terms of resources and capabilities 

 Inside-out vs. outside-in: the five forces assumes competitive advantage stems from strategic sources 

in the external environment but ignores sources of competitive advantage within the firm. 

 


