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Teacher’s Introduction

This resource supports the teaching of Section 3.8: Choosing Strategic Direction, which is part of the ADA
Advanced Level GCE in Business {7132). i provides a detailed and accessible overview of the areas of study
stated within the specification.

Each topic is explained in full and accompanied by a series of guestions and extended learning opportunities,
which are designed to consolidate student understanding and hone their application, analytical and
evaluation skills.

Mathematical practice opportunities are included where appropriate. Answers are provided for each guestion.

The practice activities can be used to support the delivery of a lesson, be set as homework and/or be used by the
student during independent learning.

It is hoped that this resource, as well as offering support for teaching the essential elements of the AQA
examination, will help students build on their research and dissemination skills. The business world is a
constantly changing one full of fascinating stories. This resource attempts to utilise some of these stories as a
basis for teaching in the most interesting way possible, meanwhile encouraging further study from the next
generation of business analysts!

August 2023

24 adition ~ August 2023

® p.11 —references to Bowman's strategic clock removed
® pp.14-15 — section removed: ‘Bowman's strategic clock’
» p.15% — Questions 3--5 removed and answers

® p.16 — Point 4 removed from research task

@ p.17 — Removed references to Bowman's strategies

A web page containing all the research task links listed in this resource is conveniently provided on ZigZog
Education’s website at zzed.ul/ 12322

You may find this helpful for accessing the websites rather than typing in each URL.
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3.8. Choosing Strategic Directio

%2.8.1. Strategic direction: choosing which market
what products to offer

: in and which products to of
A market development, new product d
Fthe value of different options for strategic d

In order to understand strategic direction, itis important to appreciate the differ;
strategy, strategic decisions and tactical decisions. :

Strategic direction refers to where the business wants to be in the medium to o
achieve gver the coming years. For example, as the John Lewis Partnership appes
@  stronger brands and new growth Z
e hatter jobs, better performing partners (employees) and better pay
¢ financial sustainabiiity

The strategy is closely linked to the strategic direction, as it is a plan that sets ou 5
to where it wants to be. In order for the John Lewis Partnership to work toward
stronger brands and new growth, its strategy is to:

e improve its offering and experience for customers
e build new business in high growth areas
®  continue to grow market share*

As a business does not opera
factors could have on t

5 iUis imperative it considers the effe
med, otherwise its success could be hindg

can influence the strategy include: A
iness have the finances available or does it need to source ther
fatter, it will still need to have sufficient financial strength to attract new inv
institutions to lend;
s does it have employees with the right knowledge, skills and experience? I3
staff recruited who fulfil these requirements?; and
&  does the business have the correct organisational structure? How will emp
strategy? Will they embrace it and give their best efforts?

External factors which can influence the strategy inciude:

&  what are competitors currently doing and what might they do in the future
competitive; therefore, it must consider the current and anticipated actions;
dominating the mcbxie phone market Nokla s market share significantly de

COPYRIGHT
PROTECTED

price-conscious. Both
demand for Brocer,

markating mix. For example, as the West Indian community increased in so
stock haircare products suitable for use by this group. :

1 Source: httpffwww. johniewispartnership.co.ulfabout/our-strategy. hitmi
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Achieving a strategy requires the business to make strategic decisions. These a
made by senior management. These can influence whether the business is succ
direction intended. Such decisions are taken at senior management level, as the
overall direction and policies. Examples of strategic decisions include whether t

relocate production to Fastern Furope and either focus on one segment of a mai

order to build on new business in high-growth areas, the fohn Lewis Partnership
would open an outiet in Dubal to capitalise on the growi dle East retail ma
be high risk and made in uncertain times, along w

Tactical decisions affect the day ¥
example, should the pricg. dct be reduced or not? These are hased o

. The tactical decisions related o the new John

- 5.8.1 Questions - Part 1

ng a large respurce ci

entation of actions required to a

is 1o use o recruit new staff and how much store space i

Please write your answers on a separote piece of paper or in an exercise book.

2.  Explain the difference between strategic decisions and tactical decisions,

vears. iis second quarterly operating profits increased by 18% to $1.7bn.
Galaxy S7 and $7 Edge were significant contributors. The business also re
with its electronics division, which sells a range of products including was
fridge-freezers and air conditioning units. The business expected market
as competitors released new electronic devices. Samsung set up a new te
market by developing new self-drive technolost s anticipated the |
Galaxy Note 7 would boost 5amsung’s ne ; when it was released
However, this expectation w ien the production of the pro

fy and explain one strategy which could relate to Samsung.
Identify and explain an internal factor which could influence the strategie
d} Identify and explain an external factor which could influence the strategi

- % 8.1 Research Task 1

The strategic direction of a business and the strategic decisions it implements or
in a range of accessible documents, including financial reports and newspaper ar
programmes, such as World Business Report (BBC News Channel} will also report

Research the sirategic direction of a firm of your choice or use the links below

summary of your research, which includes the following:

e a brief description of the business in terms of whn !
competitors are;

¢ an explanation of the firny’s stra

e an overview of the stra

¢ anexplanation

what it does, wh

Gr to be used by the firm to achiev
i decisions made by the firm to achieve the
al decisions made by the business to accomplish

e hittps.//www.tescopic.com/media/264150/strategic_report_15.pdf

® hitps://www.tescopic.com/files/pdf/reports/ar1s/download _annuol_report.pdf
® hwttp/fwww.igd.com/Research/Retail/Tesca-new-strategy-shows-signs-of-progres
) hitps;/fwww.theguardian.com/business/2016/mar/08/tesco-recovery-sales-superm

1. Explain the difference between strategic direction and strategy, with eXam;

3. Inluly 2016 it was announced that Samsung posted its best quarterly resuy
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Ansoff's Matrix
Ansoff's Matrix is a strategic planning tool developed by lgor Ansoff in 1957, whicl"é
strategic direction with regards to the products it chooses to provide and the marky

Strategies could include:
s market penstration ~ 3 business may attempt to sell more of its existing p

decreasing the price, a promotions
distribution channel. Bes

] n specialises in selling online well-
00 its website a weekly newsletter and regu

1o custo®Rer loyalty. Car manufacturers routinely modify a car range
every three to four years o encourage continued sales, e.g. Ford Fiesta.
This has the lowest risk, as the business is already selling a product
accepted by consumers in a market it knows and understands.
However, if the market is saturated further growth is unlikely, resulting
in the business needing to consider a different strategic direction;

s market development ~ a business sells existing products in new markets; f
region or a new market segment. This may be favoured if existing product
scope for further growth. This is deemed to be a higher risk than market p
might lack experience within the new market. Competitors are already est
customer base; therefore, attracting these may not be so straightforward,
delivery service, was launched in 2007 within a few states in the USA. it d
it in Boston, USA and the UK. In 2015 Amarzon Fresh st ied 22% of the Uk
However, this eguated to 1% of the overall gr y “it, indicating purch
is more popular with consumaers th - ine.? Although Amazo
the UK it faces strong compet] germarkets such as Sainsbury’s
providing such a sery : established in the market.? BurgerKi A
countri , in order to capitaiise on the growth potential &
regio e Bdrger King strategies are relatively recent, it is not possible%
have b uccess or noth; f

i

¢  product development — new products are introduced into existing market
of reasons, including to differentiate the business further in an increasingly
products have reached the saturation or decline stage of the product life ¢
new ones. Product development is a high-risk strategy even though the bu
market, as there is no guarantee the product will be accepted; therefore, t
In October 2016 Ryanair will be offering low-cost accommodation in destin
network with the launch of ‘Ryanair Accommodation’. Travellers will be a

hotels, hostels, villas, homestays or B&Bs. This broadens its product mix,
airiine travel, but also car hire and insurance. There is speculation the bus COPYRIGHT
the inclusion of a full holiday service.® A business such as Ryanair will have PROTECTED

lidadaccommeodation
However, the b
i to work on enhancing

icniance of success, otherwise com

the necessary research to ensure moving into the ho
that it is developed to match the target sudi :
positive image in the market; there ;
product developmentisto h
its failings;

Sources: https:/www. theguardian.com/technology /2016 jun/11 famazon-fresh-lounches-in-uk-con
hitps./{www.bloombery.com/fgadfly/orticles/2016-04-08/omazon-fresh-prime-now-aim-to-kifi-your
3 Source: hitp/ www.recode.net/2016/5/24/11750670/amazonfresh-fresh-grocery-boston-uk-expan
Source: http://www.africanbusinesscentrol.com/ 201 5/03/ 08/ burger-king-to-expond-to-six-new-afri
Source: httpffwww. telegraph.co.ul/travel/news fryangir-launches-package-holidoys-rooms/
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¢ diversification — new products are launched in new markels.
This is the riskiest strategy, as how consumers will respond 3
1o the product is unknown and also the business is
urfamiliar with the new market. This inexperience could
tead to arrors being made, which could compromise the
product’s success; therefore, effective market research is
imperative. Although this is high risk, the business s

sned brand, which

50 risky for some firms wi i
' ed to it a must have.

makes ownership

has beel mportant contributor to this, e.g. Apple
watch range.

The Tata Group, an Indian multinational, is a perfect example of a business
diversification. It operates in numerous industries, including steel, car man
defence and aerospace. It has over 100 companies. Sometimes it has dive
times it has been achieved through mergers and acguisitions, which reduce

associated with it. :

Products

_ Existing

& T

Existing

Product deve!op{«*}‘

Market developrment Diversiﬁcatﬁé{s::
New
¥ =
One benefit of Ansoff's Matrix is that it indicates the level of risk associated with% COPYRIGHT
encouraging management to carefully consider the impact of any decision made’ PROTECTED

for being too simplistic, as it doesn’t take into consideration the external envirorny

BRI
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~ 3.8.1 Questions - Part 2

Please write your answers on a seporote piece of poper or in on exercise book.
Explain the difference between market penetration and product developn‘é
Explain the difference between market development and diversification.
According to Ansoff’'s Matrix, which strategy has the lowest risk and why?
According to Ansoff's Matrix, which strategy has the highest risk and wh\/?§
Explain one benefit and one drawback of Ans
a} Pepsiis a cola-based carbona i

the cola carbonated m : . Review the information on

products below ssdantits 2xplain which pari(s) of Ansoff's Matrix
i & carbonated drink was first launched in the US in 18
was initially launched in the US market in the 1960s.

B R WN e

s manufactured by Pe

Y Lipton ice Teo —in 1991 Lipton lce Tea, a ready-to-drink iced tea
was launched in a joint venture with Unilever.
v}  Aguafing — PepsiCo entered the US bottled water market in 159
faunched a new range of sparkling water, Aquafina Sparkling, in

femon lime and orange grapefruit flavours.

v} KFC-in 1886, PepsiCo entered the fast food chicken market with t
reasons behind the acquisition was superior performance, only sec
also because of its significant increase in revenues and profits betw

b} Analyse the risk associated with PepsiCo entering the chicken-based
with KFC.

¢} Analyse the factors which would influence the success of Aguafina whi
US market. :

d}  Comment onthe strategic direction taken by tha

s

siness.®

2. an sis of its product strategy using Ansoff’'s Matrix; and
3. anevaluation of the effectiveness of the sirategic direction taken.

Procter and Gamble Links

& htpsy/fwww.pg.com/transiotions/history_pdf/english_history. pdf

s hitp//www.pginvestor.com/Company-5Strategv/indes PKeyGenPage=208821
& hitp//us.pg.comfour-brands :
s httpyfwww.pginvestor.com/PG-at-a-Glance/Index ?KeyGenPage=1073748355;
® http:/fwww.referenceforbusiness.com/businesses/M-Z/Procter-Gamble-Comp

- % 8.1 Mathematical teaser
in 2013, BT had 31% share of the UK fixed broadbs
this had changed to 32% for BT and 23%

it with Sky providin
there were 24.7m fix '

band lines were supplied by BT?
yed broadband lines were supplied by Sky? :
nesses embarked on a period of market penetration, w
between 2013 and 20157 Explain your answer.
3. Hyp tically, if BT’s price elasticity of demand coefficient is ~0.6 and Sky
to achieve market penetration success by reducing the broadbhand service

Sources: https:/fwww.pepsicobeveragefacts.com/home/tmeline and hitp.//www.pepsice.com/Comgs
Source: http.ffmedia.ofcom.org.uk/facts/
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The reasons for choosing and the value of different options

Market penetration

Reasons for using market penetration

A business might use market penetration because:

e  the market is not saturated and has room for further growth; :

e  existing customers can be encouraged to use the product more often thmua\
marketing mix, such as the introduction of a loyalt; '

e consumers can be persuaded to swsich fram
mix, such as a discount for new

dtor to the business the
broadband market,

Value of market penn =

The value ‘ation to the business is:

e itisald trategy as the business is selling an existing product in an ex

¢  the bus s revenues and profits should increase by it selling more of its p

®  increasing the sales of the business’s product in an existing market should |
reduce the unit cost of production or the unit cost of providing the service, §
margin per unit; and

e implementation of any marketing strategy to encourage further sales shauﬁé%?
and market remain unchanged.

Froduct development

Reasons for using product development

A business might use product development because: :

&  anexisting product is towards the end of its product life cycle, so a new oneé
Cadbury’s Time Qut bar, which is replaced by the Time Qut Wafer. Failure tg
resources being inefficiently used, as the cbsolete pro is unlikely to cre A
costs, and it therefore becomes a loss make sciarces would be be
the development and support of

¢ rather than devglopmg acq
market, which is a

oduct a business might slightly &

rategy in the car industry, which launche:

tain its core customer base, but also possibly

tners from rivals, as the modifications might be deemed
superto ompetitors’ product features; and

®  a business with an innovative culture will routinely focus on product
development, as it is a core aspect of what it does. Dyson normally
concentrates on developing its products, including vacuum cleaners, fans
and hand dryers, so consumers have a better experience using them due
to greater efficiencies. It is always striving to solve problems and do
things bettar than the market offers.

Yalue of product development
The vaiue of product development to the business is: COPYRIGHT
«  continued competitiveness and success. Without it a business can easily fai PROTECTED

S's failure in 201€
arket and becon

business models become preferable to consumers, e
e aninnovative business can be highly differeny
with a high price, e.g. Appie; and
e first mover advantage. fth
unigue in the mark

5 first to the market with a new ji
n ccmmand a higher price, as alternativ
Set share even when substitutes stari to emerge du

car,
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Market development

Reasons for using market development

A business might use market development because:

&  an existing market has reached maturity or is saturated and offers no furth

e demand exists in a market which is not currently provided for; :

s the business has spare capacity, so selling to additional market segments ms
urtit costs being nearer to their minimum optimu

the brand image precedes the product; ther ng the productinan

itSirst restaurant in Chinain 1

market,uu his assurmnes the product and its marketing mix are
adapted accordingly for any cultural differences. For example,
when Pepsi changed the colour of its vending machines from deep
blue to light blue it lost market share in south-east Asia, where
light biue is a sign of death and mourning®; and

¢ it allows the business to capitalise on new markets; if it has such a
strong national and/or global brand image, this can help it to
faunch into new markets with success even though it has not been
available before, e.g. Primark launching its first US store in Boston
in 2015,

Diversification
Reasons for using diversification

A business might use diversification because:
¢ the business does not want to be reliar
it could leave itself exposed ¢
Tata Group, Unilev

i cular productina spec:
product’s demand declines or t
Gamble are renowned for employing o
riket have reached saturation or are in decline.

Yalue of diversification

The vaiue of diversification to the business is:

& it spreads the risk of failure, as the business is not reliant on one product a
diversified business suffers a decline in sales in one of its markets, it is uniik
in different markets to rely on for sales; :

# it allows the business to capitalise on growth opportunities; and

e aneffective diversification strategy makes it easiar to secure a distribution
range of products for the same genre, e.g. Unilever’s personal care product
Simple and Timotel. The business is likely to be able to secure shelf space in
chains far more easily than others, as it has a multitudef successful produg
will appeal to a broad range of consumers and & levels of demand§

COPYRIGHT
PROTECTED

2 Source: httpffsociainomics.net/2011 /037 38/13-marketing-transiotions-gone-wrong/
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Other factors influencing the strategic direction taken
The influences on the strategic direction include:

2

the risk associated with a decision will have a significant influence on wheth
not. A high-risk strategy will not be implemented immediately, if at all, as
further analysis into its pros and cons before reaching a final decision. A loy
implemented far more quickly than a high-risk one, as there could be less at
certain of the potential cutcome;

the athitude to risk can influence whetheua implemented or not
risk is unlikely to implement a Gtegy. However, if its culture is by
will not be so hesitant; : :

R

ence the strategy. A decision-maker who has had
oiitinue to adopt this approach. However, ane who has beer§
style wishK to use a different method. For example, if a strategic decisior
involvement of particular individuals who would usually be invelved, the b
adopt this approach. One who has not had such successes with this metho
process, in order to improve the chances of it working, but also to reduce t
unsuccessful;

the nature of the industry will influence the strategy. A highly competitive
an tharough market research influencing the strategy, otherwise consume
businesses if the wrong ane is selected. Hotels are well known for carrying
bringing in or adapting a particular product or facility. They will amend it i

stakeholder power can influence significantly the strategy. Ha powerful g
particular decision the business is likely to abandon it, if the impact is to be
example, Netflix, the DVD rental and online film/TV streaming business, ab
separate companies, due to customer pressure. {f1 tegy had gone a
use two different companies to access the ermore, their d
each website, Rather than posting ne company website and
be required to produce it oo , stomer-preferred film lists woul
website, Consumess ppy as the planned change would increase
Tooth DYD and online streaming services were fo b

fiues of the business will influence the strategy, as one which
probably be rejected, even if highly profitable. For example, The Co-opera
with businesses which are known for not implementing basic labour rights

the resources available will influence the decisions made. For exampie, th
available could determine whether a strategy is feasible or not, or whethe

A Level Year 2 AQA Course Companion: 3.8: Choosing Strategic Direction {27 edition) Pag
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- 3.8.1 Questions - Part 3
Please write your answers on a seporote piece of poper or in on exercise book.
1. Explain one reason why a business might choose market penetration and e\
this strategy.
2. Explain one reason why a business might choose product development an
this strategy. E

3. Explain one reason why a business might

vkiit development ang
this strategy. 5

Explain one reason why a bt choose diversification and explain o

5.
culture and is considered vital to its growth.
Since 2009, innovation has accounted for at least half of Diageo’s sales gr Z
launch of six new products related to existing brands, including Smirnoff,
part included launching new flavours related to these.
Diageo’s Performance Ambition is to create one of the best performing, m
consumer products companies in the world. in part it intends to achieve &
¢ strengthening and accelerating growth of its premium core brands;
e  innovating at scale to meet new consumer needs; :
¢ increasing productivity and efficiency to improve profitability and inv
®  ensuring it has the talent to deliver its Performance Ambition.
The global beverage alcohol market's annual size is six billion equivalent u
£300 billion of net sales {sales after the deduction of returns).® !
a) Analyse Diageo's strategy of launching s ducts linked to exis
flavours in relation to Ansoff's Meuri
b} 3 woosing this type of strategy. &
¢} oosing this type of strategy for Diageof
- 3.8.1 , |
Research & pusiness of your choice or research BT using the links below and prod
analysis which addresses the following with full explanations and examples to su
i. abrief description of the business in terms of who it is, what it does, who Ets§
competitors are; !
2. anoverview of the strategic direction of the business;
3. ananalysis of the strategy used by the business or considered for use by the,
strategic direction in relation to Ansoff's Matrix; :
4. the reasons behind the business selecting the strategies discussed in (03; &
5. the value of the selected strategies discussed in Q3 for the business; and C@ PYR%@HT
6. an evaluation of the appropriateness of the strategies discussed in (3 for fut
the business. PROTECTED
BT Links E
® hitp://www.btplc.com/Thegroup/Curcompan:; s/ idex. htm

reportandreview/pdi/201
shysector/epic/bidota/
vaperformance/Annualreportandreview/pdf/20

e  htips://www . biplc.com/Sharesandp
® http://www.telegraph.co.uk 8

Cne of Diageo’s strategic directions is to become the best performing company |
approach this through product development or diversification? Discuss.

o Source: httpffwww.dicgeo.com/en-usfinvestor/Pages/fresource.aspx?resourceid=2814
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%.8.2. Strategic positioning: choosing how to com

X
N

« How to compete in terms of benefits and price, which addre s strategic po
low-cost, differentiation and focus strategies.

« Influences on the choice of a positioning st

o The value of different strategic positing’

« The benefits of having a ¢

« The difficulties of rgs

competitive advantage.

What is s positioning? ;
Strategic po ning refers to how a business is perceived in the market in cornpg
exampie, Ryanair is viewed as a budget airline in comparison to Virgin Airlines, a
to be of a superior guality to a Timex watch. Strategic posttioning is not someth
developed through the strategies implemented by the business. The business ¢
of each of its products, but both internal and external factors will determine the
rernains favourable. BHS's failing strategic position was influenced by both inter;
department store market fundamentally changed, but BHS did not change with it
Debenhams recognised the need to keep up to date and achieved this through b
party brands, thereby reducing their own brand products and making their store
BHS failed to respond to the changing external environment, but internally it cle

management team to recognise the need for such change. Z

The strategic positioning of a busiwss is oniy Eikely ‘to provide a competitive ady

: ped with features considered o
he LS business became weakened. Ho
H nt to which it can capitalise on Samsung’s Gal
Korean cor anently ceased production of this product in October 201
faunched in evious month, due ta a fault which resulted in some of the ba
fire. Despite an international recall in September 2016 to fix the problems, they
company’s ultimate decision to permanently withdraw the product from the ma;

iPhone, the strong positi
remain so wilkes

How a business attempts to position itseif in the market does not always mean c;:;

Porter's generic stralegies model 3
Michae! Porter argues that there are broad generic strategies for sustaining com
e  cost-leadership
e differentiation

e focus —~ focused cost leadership or focused differentiation

ategic advantag :

Mainstrearn

ost Leadership B

target

Niche market Focused cost leadership Focuse:

A Level Year 2 AQA Course Companion: 3.8: Choosing Strategic Direction {27 edition) Page
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A business utilising a differentiation leadership or cost leadership strategy aims t§
advantage across the majority of the market or across a wide range of segments A
concentrates on a niche market rather than the market as a whole will utilise eit

cost focus strategy. Z

Cost leadership
A business pursuing a cost leadership strategy aims to b
businesses operating in its market, thereby allow
achieved through producing on a lar
thereby allowing the unit costs

lowest productic
e lowest-cost pro
3 nables the business to ben
W as possible.

High levels
position wity

high tevels of capacity utilisation, selling directly to th
ers can all assist with allowing the business to be the lowest-

A cost-leader business tends to provide products which are not usually differenti
scale. if any differentiation is provided it is minimal, otherwise keaping costs as

The cost leader gains a competitive advantage by producing its products at the |
allows it to have the highest profits if its products are priced in line or below the

Asda and Easy Group are examples of businesses which apply a cost leadership a

Focused cost leadership
A business seeks lowest-cost advantage in a niche market, which is usually a sma)
product might be similar to a higher-priced market leader, but enough consumeﬁ}:
1o meet its needs, thus making it viable for the business to ida it. :

. markets in the manner desired
'Ryanair traditionally launched into t
became more receptive to budget airlines its
%o a broader target market. However, some of this cor
ompetition from mainstrearm airlines, which entered this typ

producer,
it faced inond
growth potential.

Focused differentiation

A business applying a differentiated focus distinguishes its product within just o
market segments rather than trying to aim at the whole market. This allows the
needs of the consumers within the niche market, which are not being satisfled b
market as a whole, thereby gaining it a competitive advantage, e.g. Planet Organ
branches in London. :

Such a specialised approach can allow the business to achieve a
higher price than the market average, as consumers are m
willing to pay more for a product or service that spec :
their wants.

ets

it is important to note a dif
provide a compatitiva.:
do not spe
the compe antage may be erpded.

sed approach will

Saga, which aims a range of services at people who are aged 50
and over, and Solo Holidays, which aims at people holidaying
alone, apply a differentiated focused approach.

A Level Year 2 AQA Course Companion: 3.8: Choosing Strategic Direction {27 edition) Page
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Differentiation leadership
A business pursuing a differentiated leadership strategy will aim at larger marke
are not being specifically satisfied by the majority of firms within it. This create
alfows it to gain a competitive advantage as its goods or services are deemed b
different to others available. To do this successfully a business will target at lea
consumers’ purchase choices and look to provide this in a different way to alter
targeted an audience who wanted handmade cosmetics nces and toiletri
Although its ethical values are very much in Eme W ‘ gy Shop, it stands
of its products, being handmade. This a farge a premiurm price for
sufficiently unigue to alternative radditional price acceptable to its
strategy usuaiiy covers t associated with producing differentiated;
differentiate it"also reinforces the consumers’ perceptions of re
greater ad & if1an the substitutes available from other businesses. :

Bose, the German audio equipment manufacturer which sells headphones, spe
radios, etc., would not be able o sell its items at a premium price unless consu
its products worth it. Hs products are innovative; therefore, the business may i
in research and development to maintain this competitive advantage. Guinnes
approximately £1.25 more for four cans of stout in comparison to one its main
form of advertising has buiit an image within the mind of some of its consumer
buying something which is different and superior to alternatives. Other firms w
promotion to create the USP are more fikely to focus on emphasising what mak
stand out from others. Differentiation can be achieved through a number of el
e quality — Mercedes &8 design — Apple iPhone :
¢ performance - BMW e customer service — lohn Lewis
®  brand image ~ Nike :

Stuck in the middie

Porter pointed to the danger of ‘stuck in
costs and better guality. He behev d apply one or the other, but sty
Porter believed Sainsbury’ this position with its slogan ‘good fooc%
was a cornerstoae g strategy from the 1950s to 1990s. Porter wa

tegies where a firm trie

fall from market leader within the supermarket sector is due 1o implementing s
mainstream market. Sainsbury’s’ marketing strategy shouid be emphasising qu

- 5.8.2 Questions - Part 1

Please write your answers on o separate plece of paper or in an exercise book.

Explain what is meant by strategic positioning.

2. Explain the difference between cost leadership and focused cost leaderst
3. Explain the difference between differentiated leadership and focused diff
4. Choose two strategies associated with Porter’s generic strategies and exp

provide a competitive advantage.

‘

5. Explain why Porter believes that a business whi s a ‘stuck in the

ultimately fail.

6. For each of the following busmn
strategies apply:
a} Dacia’s Se

o} /\daptawear com — an e-commerce business selling adaptable clothi
and disabled.

w Source: httpffows.cengage.co.uk/thompsonS/students/sainscase.pdf
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influences on strategic positioning

The strategic position taken by a business and its effectiveness are influenced by

e consumer perceptions — the strategic positioning must fit with the percepti
business and/or product. I each component is not correctly aligned the co
purchase the product. For example, if the product is low guality, but has a
considered value for money. If the product is of high guality, but has a low
think something is wrong with it. Both would lead emand;

fust consider whether
i consumers choosing to stre
ormat, resulting in it struggling to sury

»  changes in consumer tastes — the str
and respond to this. HMV resn
devices, rather than bundas

s — the strategic position can be weakened by a competit
which differentiates it further and gives it a competitive adva
remain alert to such competitor activities even before they are launched in §
degree to which it will be affected by it and how. This will determine whethy
strategic positioning;

i

e human respurces — the expertise and knowledge of the worlkforce will influ
the business have the right personnel who can identify the key strategies 1o
innovative staff, if it is one gperating in a highly innovative market, such as
the business have inspired and creative staff? Without the correct staff em
identify and implement the correct strategic direction efficiently;

s financial resources — if the strategic positioning requires a new injection of
or can it access it? Without it the business is unlikely to remain current and

e  production capability — without the correct production facilities and witho
intended strategic position can be difficuit to achi siness which rel
profits, but suffers from frequent prod ; :
be the lowest-cost producer. It t able to produce products
expected by consumers, i o be a differentiation leader; :

economic growth, recessions, etc. The business has to consider how its stra‘\\
response to such changes. At the height of the last UK recession, budget su
capitalisad by embarking on an extensive expansion programme. However,.
for when the market improved by having a range of luxurious products at r
retain the consumers they attracted during the recession who may no long

their purchase choices, as the econemy improvead; ‘

+  political environment — government policies in terms of taxes and new law
strategic position. Some financial and pharmaceutical businesses are consig
UK locations in light of the Brexit vote; and :

COPYRIGHT
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s stakeholders — the influence of significant stakeholders can determine the s
greater their influence the more likely the posit ; ect their wants.
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- %.8.2 Questions - Part 2

Greggs is the largest UK bakery food on-the-go retailer with nearly
1,700 shops and 20,000 employees. it freshly prepares food and drinks
in its shops each day, to ensure consumers receive high-guality
products which are great value for money. It prices below its
compeﬁtors thprefore relying on high customer numbgrg rather than
pre-tax

i provides

rs quality a priority, along with having friendly

ch store. Its sandwiches are made in store daily, using its
own fres y baked bread produced at its regional bakery. [ts sausage
rolls and pasties are baked in each store in small guantities throughout
the day, to ensure they correspond with its philosophy of maximum
freshness.

Greggs’ sirategic review identified the food-on-the-go market was stili gro
expansion by its competitors, in particular convenience supermarkets, coff
outiets. It believed that such rivals had betier met the needs of customers.;

Convenience is a vital element within the food-on-the-go market; therefore.
apened and relocated shops to fulfil this consumer want. The majority of i
away from the high street, at service stations, retail parks and industriai pa

The business has attributed its recent succes
remforcmg_, the freshness and v

” ts; and 5
aich provide customers with healthy

Sgnd crisps and frult and nut packets, as well as introducin
% of the stated year. Each of these new products will be sold i
principles of freshness, quality, range and value.2?

Please write your answers on a separate piece of paper or in an exercise book.

Analyse Greggs’ strategic positioning in relation to Porter’s generic strategé
Analyse whether Ansoff would approve of Greges’ strategic position. :

Analyse the influences on Greggs’ strategic positioning.

BN

To what extent will Greggs’ strategic position provide it with a compeﬁﬁve%

11
12

Source: hftps://corporate.greggs.co.uk/business-strategy/business-strategy
Source: httpffwww.bbe.co.uk/news/business-36350732
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— %.8.2 Research Task

Research the strategic positioning of a business of your choice or
use the links to review the strategic position of the charity Oxfam.
Once this is completed, you should be able to produce a strategic
position report on your chosen business or Oxfam which covers
the following:

1. a brief description of the business in ter
it does, who its customers are and SHtors are;
an overview of its strates :

an analysis of ! tion in relation to Parter’s

is of the influences on its strategic position;
an evaluation of its competitiveness; and

an evaluation regarding whether the strategic position needs
repositioning.

Oxfam Links :
® hitps://www.theguardian.com/world/2015/aug/10/oxfam-locks-to-discount
struggle-with-competition

® http://www.thedrum.com/news/2015/08/11/can-oxfam-s-mobile-donation-
retail-sales

e  htip://www.bbc.co.uk/programmes/p04Zpprg
e htips://www.oxfam.org/en/countries/oxfam-strategic-plan-2013-2019-powe
s htip://fwww.oxfam.org.uk/what-we-do/about-us/plans-reports-and-policies/
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The value of different strategic positioning strategies

The vaiue of each one is:

1. Low price / low value — although the product has the lowest price in the mark
way; therefore, consumers are choosing it solely based on price. To remain co
continue to remain the lowest priced provider, otherwise consumers will swit
offering. As long as the business is profitable with this approach, it could attra
unless it is able to respond by lowering its price, Hs ¢ ve advantage wil

ost leader within the

2.  Low price — a business is usually relying oz
' at the whole market it reliss

low prices near the industry ave

T aonable prices and differentiation can result in high salesina e
associated with differentiating the product can result in reasonable prices n

4, Differentiation — a successfully differentiated product can intensify competi
attempt to capture some of the other business’s success by providing similg
the business is first into the market regarding the area of unigueness, this ¢
the competitors are playing catch-up. Assuming a strong customer relations
consumers may be less inclined to switch their allegiance to such rivals. A sy
can be fundamental elements for fighting off such threats and providing sueéa

5. Focused differentiation — this can generate high profit margins, as the busis
by aiming at a niche market with a product which matches consumers’ wan"f*s
market. However, overall profits can be lower than the mass market, as the§
significantly lower. The corporate objectives of the business and the natureé
influence whether a niche market is pursued in this way; 5

increased price / standard product —this is a ris as a business is §

consumers did not have alternative firms to choose from, so had to pay the
regardless of the product quality or guality of service offered. However, as
become deregulated in the 1980s, so that other firms could enter the mark
improve their pricing and guality as consumers now had alternatives availa
decade, as markets with no or few firms tend to be heavily regulated, so th
1980s wouid not be acceptable now; and

8. Low value / standard price — providing a product which is perceived by consy
alternatives, but choosing a pricing strategy which does not reflect this, will r

A business will not generate sufficient demand to break even; therefore, itis § COPYRIGHT

PROTECTED

- 5.8.2 Questions - Parl 3

Please write your answers on g separgte Or in an exercise book.

Fprice / tow value to a business.
— differantiation to a businass. :
ck ballpoint pens retails for approximately £1.50. What%
ness of applying strategy 6 — increased price / standard value?

4, Couture clothing designers such as Armani rely on strategy 5 — focused difs
To what extent does this provide value for such firms?
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Competitive advantage
Competitive advantage is a superiority a business has aver its competitors throu
consumers. This can possibly be achieved by providing a similar standard produ
by differentiating its product to such an extent it can charge a higher price than
advantage distinguishes the business’s products from others in the market, so cc§
preferable to the alternatives available. This is the reason behind brand loyalty
product over another; for example, why some consum er Coca-Colato P

Creating a competitive advantag

infiuences on competitive advantage :
A nurnber of factors can influence whether a business has a competitive advantay
or not: :

2

csutsourcmg, improving the product dee;gn (ez g. Em‘@l 5 marrochnp prow 5501
fayout, 50 the production process is more efficient; 5

establishing a strong customer relationship can allow a business to stand o
such as lohn Lewis are renowned for providing customer care at the highest
significantly to their brand image and competitive advantage; f

the brand image itself can be a competitive advantage. This influences the '
something which is created overnight, as it takes time to nurture. A strong g
stand out from competitors, allowing it to attract more customers than riva
share. For example, in 2014, McDonald’s’ share of the global fast food marl;
had just 4.6%'%; ‘

RS

art innovative business which is able to provide unique product designs on gt
chpice among cansumers who desire a product tha erent, but also up
renowned for being innovative across thel nge, but the former d
with its smartphones;

e a competitive advantage as consur:
nich speuﬁcaiiy meets their wants and needs, u
veraposture Ltd — supplier of adjustable beds for elderly:

operating in a niche m2,

%

intellectual property laws — a registered patent, trademari, etc. makes it
more difficult for a business to take and use the ideas of another without
any consequences. However, these laws are not universal across the globe,:
50 in one country a business wili be afforded stringent protection, but it ma
not find it is the same in another. Dyson found this 1o be a particular
problem within China, as Chinese businesses were able to copy its designs
and produce lower-priced products without being in b g 14
They do not have 1o cover the costs associated wit!
Dyson has endured this; therefore, they '

_s
)
o
W
=
7 G
joR
i)
<
91
[e]
£

control over the supply chai 2ss to manage its costs and qual

business culture —
difficul

arrect attitudes and norms prevailing withig
& acquire and sustain a competitive advantage;

13
14

Source: http://www.investopedia.com/articles/markeits/111015/medonalds-vs-burger-king-comparir '
Source: httpffwww. telegraph.co.ul/financefyourbusiness/ 8336685/ Sir-iomes-Dyson-attacks-Ching-
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¢ employee skills and understanding — a business is reliant on its staff to cre
and also 1o sustain it. The right staff can adapt to changes, foresee opport
implement these effectively. A business which lacks such employees can i
difficult to acquire. Education and fraining to some extent could fill any ga
relies on the human resources management function to be efficient in arra
the right staff at the right time;

the marketing function can be fundamental in

n the USA and Europe®™; and

s operational efficiencies can create a competitive advantage, as they help t
production, thus allowing a more competitive pricing strategy or higher pr
fayout, operating at capacity and effective stack control can all contribute

Benefits and drawbacks of a competitive advantage

Regardless of whether a business is able to charge a higher price due to having
which can command a high price, or whether it has lower pricing due to a cost
contribute to healthy business revenues and profits. However, a competitive 3
beneficial as long as the business is perceived to be the only one providing it. O
approach, assuming it can, the competitive advantage can soon be eroded if th
build on and enhance it. Consumers may percaive the product as no longer havig
therefore, switch to an alternative offered by competitoras® :

- %.8.2 Questions - P

Please write your ansy piece of paper or in an exercise book.

ant ‘by competitive advantage.

penefit and drawback of a business having a competitive advan

Explain two factors which can influence a firm’s competitive advantage.

Bow oo

R W Smith Watches is an exclusive watchmaker based in the Isle of Man. 7
exquisite handmade watches. One watich takes approximately 11 month
£100,000 to £250,000. There is a waiting list of four years for its timepiecg
10 watches a vear. !

Its buyers are truly global, with the business supplying customers inthe U
China, for example. The British origins of the timepieces adds to its attra
The business employs a small team of highly skilled employees. : COPYRIGHT
The business prides itself on perfection and nothing less will do.'® PROTECTED

a} ldentify and explain R W Smith Watches’ comps

b} Analyse the main influences on the ¢

¢} Towhat extent will R W Sm ss¥competitive advantage be o

15 Source: hitp./ www.bbe.co.uk/news/business-34324772
16 Source: http://www. telegraph.co.uk/finonce/businessclub/ 11307 795 fMeet-Britains-most-exclusive-
For-up-10-250000.hepd
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— 3.8.2 Mathematical teaser - UK grocery market
Families are better off by £400 a year due to the initial price war triggered b
the discount supermarkets.

The main four UK grocery retailers: Asda, Morrisons, Sainsbury’s and Tesco,§
market pressure from their German rivals, Aldi and Lid ose no-frills, bu
products, have had a detrimental impact on their, etitors’ market

8em guite limited in comparé
& comparable. This has heiped then:
pirchase in small guantities. :

Although Aldi and Lidl’s prod
the market, their qualit :
who wish

The co @veness of both German businesses has also been helped by
popular Righ street products, but at much lower prices. In addition, addin
tails and Belgian chocolates to their product range has assisted in attractin
fraditionally shop at their main rivals, in addition to Waitrose and Marks a
develaped, and continue to develop, a business model which appeals 1o a vi
the expense of their UK competitors.

The myth that Aldi and Lidl consumers try to hide that they have shopped a
that, a myth.

The big four supermarkets had to rethink how to improve their competitives
aggressive pricing towards the end of 2015, which did not reap the henefits
the first to announce it was dispensing with its multibuy offers, such as bu
Consumers considered them misleading and confusi ong with some h
would not use. Now the main UK supermarke g for ways tora
constantly receive lower everyday pri tey hope this will assis

Market share %
2015 2010
28.4 30.6
Asda 169 16.9
Sainsbury’s 16.3 16.6
Morrisons 11.0 12.0
Co-op 6.1 5.5
Aldi 5.3 3.1
Waitrose 5.1 4.2
Lidl 3.7 2.4
_ : ‘ COPYRIGHT
i. Using only the table above, which supermarket could be judged to have t ; ?RQTEQ?EQ

competitive advantage?

2. Using only the table above, which supermarket ¢
competitive advantage? s

judged to have th
Analyse the competitive ad nsitiry’s using the table above.

Analyse the com ge of Lidl using the table above.

5% the change in competitive advantage of both T

S v oeow

v Source: https./fwww. theguardion.com/business/2016/feb/11 /soinsburys-axe-two-for-one-offers-spe \\
18 Source: http/fwww. fooddeserts.orgfimages//supshare. bim :
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%.8.2 Essay question

To what extent does Coca-Cola’s continued competitive advantage depend on

- 3.8.2 Research Task 2
Research the competitive advantage of a busine
Reebol {owned by Adidas). Produce ‘
1. a brief description of the b
competitors are;

ice or use the i
dttage summary which |
ims of whe it is, what it does, wha

tive advantage in comparison o competitors; :
rrent strategies, with substantiated proposals for chi

Reebok Links
s httg:/ fwww bbe.co.uk/news/business-21696689

® http:/ /www adidas-group.com/media/filer_public/e9/73/e973acf3-f889-43e5-b3c¢0-
e http://'www . adweek.com/news/advertising-branding/reebok-guietly-emerging-chall
® hitg:/ fwww campaignlive.co.uk/article /1357867 /reebok-finally-sharpen-up#
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Answers

Marks for questions are to be allocated as follows:

3 marks available
1 mark - some knowledge and understanding with limited ex
reasonable explanation using knowledge and understand
response using knowledge and understanding with

ation and applicaty
some application,
i1 to the context.

4 marks available

1 mark - s,omeknowkd (o
reasonable e,
response i

tanding with limited explanation and applic atf
ledge and understanding with some application, ;
and understanding with application to the context.

6 marks available :
1 to 2 marks - some Knowledge and understanding with limited explanation and apg
marks - reascnable explanation using knowledge and understanding with some apgy
well-explained response using knowledge and understanding with application to the:

9 marks available :
1 to 3 marks - a limited response overall with little focus on the demands of the gué
response gverall that focuses on some of the demands of the question, and 7 to 9 m

focuses on many of the demands of the question. :

16 marks available
1 to 4 marks - a limited response overall with little focus on the demands of the gu
response overall that focuses on some of the demands of the question, 9 to 12 mark
focuses on many of the demands of the question, and 13 to 16 marks - an excellent g
focused on the key demands of the gquestion. f

25 marks available

1 to 5 marks - a weak lespunxe
response gverall with little, &
focuses on sor

us on the demands of the questio
teémands of the question, 11 to 15 marks -
the guestion, 16 to 20 marks - a good response
3, dnd 21 to 25 marks - an excellent response overall that is

Mast questions will fit into one of the above marking criteria, but where it does not, p\

3.8.1 Questions -~ Part 1

1. The strategic direction is where a business wants to be in the medium to long &
business plans to fulfil this. A business’s strategy might be to become market te
fulfil this might be to become more innovative. {4}

2. Strategic decisions, which are set by the senior management, influence the over%
business. They have a long-term focus, such as whether to enter a new market COPYRIGHT
on the day-to-day running of the business and is usually at management level, s PROTECTED
sale of a product. {4}

Sfection might be to
faintain its market share &

3. a} Acceptanyreasonable response. Samsung's
enhance its innovative processes
improve it for the long terms

)] ﬁnsung' S strategy isto dlveran‘y, 50 that §

o innovate further hy the development of self-drive technr_rlogles
commitment. (3}

d} Accept any reasonable response. External factors which could influence Sa
competitor actions. If competition is envisaged to become more intense th
strengthen the brand image or to diversify {self-drive technologies). (3}
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3.8.1 Questions - Part 2

1. Product development involves a business selling a new product to an existing
involves a business frying to sell more of an existing product in an existing mark
packaging of a product. (4) :

2. Market development is selling an existing product to a new market, possibly g
segment. Diversification is the selling of a new product w market. (4}

3. Market penetration is considered to be the
available in the market and known |
principle, there should be no

egy as the business
he business also should k

0 he the highest risk strategy, as the business is

5. A benefit of Ansoff’s Matrix is that it indicates the level of risk associated with
management to carefully consider the impact of any decision made. However, ii
simplistic, as it doesn’t take into consideration the external environment. (6]

6. a)} i} Pepsi- diversification due to a new product entering a new market.
if) Diet Pepsi - its initial US launch was product development, as it was &
existing market. When it was launched in the 1980s within the UK,

was the same product but being sold to a new market. {3}
iti} Lipton ice Teqa - diversification, as it is a new product being sold in
iv} Aguafing - the launch of Aguafina in 1994 was diversification, as it
However, Aquafina Sparkling could be considered product developmé

being sold in an existing market. (3} ;

v} KFC - as the business has entered a new mar] ith a new product t

b} Inprinciple, any diversification is conside —n%k stra‘r%y as |
; >duu‘d as KF( is kmmn to 1h0 marke‘r 1t isn

wner: s‘mp has changed hands. It should continue to be su

‘ectively. {6}

c} fina's success when first launched in the US market could be influence:
factors: {6}

= infernal - funding available, expertise of staff, understanding of the
{ability to produce to the correct standard and in the quantity requi
campaign, getting the price right, choosing the right distribution cha
¢ external - level of competitiveness in the market, the degree of loya
established brands, response of competitors, willingness of retailers
climate, political policy changes, etc.

d} PepsiCo’s strategic direction appears to have several elements: {9)
e increased market share - launch of Diet Pepsi and Aquafina Sparkling:
e increasad geographical reach and increased global sales - launch of P
e broader product range and less reliance on core brands - KFC

COPYRIGHT
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3.8.1 Mathematical teaser
1. a} BT supplied31%
24.7 X 31 = 7.7m fixed broadband lines were supplied by BT in 2015
100
b} Skvsupplied 23%
24.7 X 23 = 5.7m fixed broadband Hnes were supplied by Sky in 2015
106

2. Although BT’s market share in 2015 was 9% h ky’s, itis Sky who w
market penetration strategy. Betw 15, BT’s market share in
by 2%. Although BT a‘f‘tmnte ustomers during this period, 5

494,000; therefore, ind. witter provider was more successful at mark

falling, as'the proportional change in price will be greater than the percentage
elasticity of demand coefficient is greater than 1.0, its service has price elastic
lead to revenues increasing, as the proportional change in price will he smalle
demand. 5ky’s market penetration strategy via a reduction in price will be su

3.8.1 Questions ~ Part 3
. (6)
¢«  Reasons for market penetration - market has room for growth, existin
buy more of the product and customers of rival companies can be persua
e  Value of market penetration - low-risk strategy, business revenues and
of scale and an excessive market strategy should not be required.

o  Reasons for using product development - an exi
{decline phase}, continued loss on a product with
and maintain custormer demand and a nat :
meet jts strategic direction.

¢«  Benefit of the pr&duct ¢
first mover advar

s product is towas
ng sales, modify
e business will i

continued competitiveness, the bég

e

s Re for using market development ~ axisting market has reached
present in a market which is not provided for, moves the business neares
unit cost of product or service provision and the husiness or its products
gives it a good chance of success as it is already known.

e  Value of market development - product’s life can he extended and allo
markets,

4. (6)
+«  Reasons for using diversification - to spread the risk of failure and bo
reached saturation or decline; therefore, the business is left with little ch
¢  Benefit of diversification - spreads the risk, capitalise on growth opporty
can be easier to secure a distribution channel. :

COPYRIGHT
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5. Other factors which can influence the strategy - risks assiy ated with the stra
the business’s past successes, the dynamics of the cholder power, t§;
resources available. (6) '

6. a} Diageoappearstce
mtl @duung n

roduct development strategy. Itis
i ese are presumed to be sold within exist
market it knows and is usinc estab]ished brands w

c,{xstmz, Luslozmrs stilt umtmue to purchasu Lhe core brand. Tn add]lmn
market development strategy if it appeals to a new market segment wh
type of product, butlikes to purchase fruit-flavoured aleohol. Thisisahi
but once again the image associated with the brand can help to attract su
to meet their expectations if there is to be repeat business. {6)
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I} Diageo has possibly chosen product development as it is traditionally a
such developments it will launch in existing markets if it believes there is
addition, the business can capitalise on the image associated with its bran
products, which will help it to fulfi} its strategic direction of becoming the
Whether market development was Diageo’s primary goal or not is uncle
business less reliant on its core markets for success, along with increasing
potential. {6}

¢} Product development helps Diageo to remain ces
new customers. This can btlength(*n its
business is innovative, at some p
the business to extend the
cnhanccd ln add
incre :

3.8.1 Essa’
{25}
Product development

Reasons for:

&  known brand which is aiready accepted in the existing market, therefore, it do
in a new market with a new product;

tess risky than diversification, as at least the market is known;

the strength of the brand can encourage new customers to purchase a new pro
as a global brand it has a lot of existing international markets it could try to cap
it can make an existing product seem new and invigorated by updating it.

8 & @ @

Reasons against:

e  there is no guarantee that existing customers and even new ones will accept the

¢  if the market shows little scope for growth, Diageo will find it difficult to achiev
best performing company.

Diversification

Reasons for:

&  the business can exploit a marke

#  the business has a grea
new mavrkets, as i

® as the
marke

tot Present in, thereby allowing it
coming a market leader through develo
Tal sales revenues; and

1ed it should be able to secure a distribution channel

<)

Reasons against:
¢  high risk;

® unknown markets; and

s  unclear how competitors and consumers will respond.

Bepends on:
e  the level of risk the business is willing to take;
e  thelevel of expertise in the business; and

e  its corpurate objectives - does it want to completely move into new markets wig

Overall
Either strategy is applicable, but the student must substantiate the one they finally
it will fulfil Diageo’s strategic direction.
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3.8.2 Questions - Part 1

1. Strategic positioning refers to how a business is perceived in the marketin co
can be influenced by both internal and external factors. The strategies impler
how consumers perceive its products. For example, Apple is renowned for bein
of new products it launches into the market. {4}

d market, but aing
ofit margins, as
ed cost-leadership st

2. A business using a cost-leadership approach will aim ata
within it. The business focuses on volume rather th
strategy tend to have a low price. A businesg
aims to do so while using a low-cc

3. Abusiness pursui ' leadership strategy will target farger mar
¢ 1at it has a competitive advantage, thus allowing
d differentiation will aiin at a particular segment within
thy catered for and provide for these. Consumers are willing to
4 {6}

¢  Costleadership - being the lowest-cost producer allows the business to
rivals, thereby allowing it to have the most attractive prices. It generates g
volumes rather than having high profit margins, as in reality these are lik

o  Focused cost leadership - the business is offering a more affordable prog
market, but not quite the same, due to its low-cost approach. Itgainsac
small market segment which is willing to sacrifice some of the establishe
favourable price.

+«  Differentiated leadership - the business’s product is perceived to be ug
possibly due fo its features, method of selling, brand, etc. This creates a co;
will choose this over rivals. Due to this unigueness the business can charg
average, f

o  Focused differentiation - the business gains a comp
the market are not providing for the wants and ne
this, its consumers are willing to pay a hi

itive advantage, as’
a particular segmi

both lower costs and better qua
d will fail, as better quality is notalways
rs not relating to the product and choosinga &

5. Porter believes a business can
other. Ultimately, the 3
costs. Thizgcan 1

6. Foreacs following businesses, identify and explain which of Porter’s geng
a} DadEs Sandere car mode] - focused cost leadership (3) :
b} Poundland - costleadership {3}
¢} Starbucks - differentiation leadership {3)
d} Adaptawear.com - focused differentiation (3}

3.8.2 Questions ~ Part 2
1. Greggs is focused on providing food-on-the-go, which is value for money and
would consider its strategic position as cost-leadership. s products prices ar
indication costs have to be at their lowest for the business to provide sucha p
and their locations indicate the business is aiming at a broad market. Takingi
shops and their locations, which generate a high-footfall [high streets, retail a
service stations}, suggests the business is focusing on a high volume of custom
rather than high profit margins. As the business is aiso differentiated it would
focusmﬁ on dlfiel Pntmtlon leadersmp as it is stand! he market duet
sher price than t
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date inceis posaﬂ)ly that Ansuff could be vwwud as wrong in rclatlon to thl
generated significant annual profits producing a quality product at fow prices.

A Level Year 2 AQA Course Companion: 3.8: Choosing Strategic Direction {27 edition) Page 4




3.8.2 Questions - Part 3

1.

Influences on Greggs’ strategic position include: (6)

o  changing market trends - healthier eating, gluten-free products and inc
have all been incorporated into Greggs’ strategies, in order to fulfil its str

«  competitors - the business is not trying to mirror competitors, as it cons
factor of success. Its differentiation cannot remain relevant without bein
and future tactical strategies

s  consumer perceptions - the business prides itself on providing fresh prog
in shops throughout the day helps to support &t ner perception &

» financial resources - the business woulc e {0 implement its st
titting in with having stores in jons, without appropriate f
business it should have th

customers, resulting in high demand and revenue, assuming the products have §

However, this is only a competitive advantage for as long as the business mode
If there is any change in these and the business fails to respond accordingly, it wi
competitive advantage being eroded. f

In addition, it will only remain a competitive advantage for as long as the busin
itself from rivals. If at any time a competitor is able to imitate or better the Gre
realistic chance its competitive advantage will be weakened. The extent of this
has with consumers. If its brand is strong, consumers may deem this the first-ch
advantage may remain relatively unchanged, as consumers will continue to buy

The low price / low value strategy has low profit margins, but the high sales cre;
consumers result in profits being achieved. As long as 4% isiness can maintaiy
maintains its competitive advantage, but onc
is gone if it is not able to react accordi

Ditferentiation canr
market, which all

achieve; therefore, even if a rival does come along with an alternative product th
lost to it {6) :

A ballpoint pen is a standard product. There is not anything particularly unigue
increases the price, there is a real risk consumers could switch to a rival, such
standard product but at a lower price. This could result in a significant declin
lower demand anticipated. The business would, in theory, have to offer some
increase in price. However, the value could be hased on the BIC name itself, so
notlead to afall in demand as customers may have some loyalty to it. Further
small the consumer may judge the time and effort involved in sourcing an alte
time, and, therefore, choose to stick with the BIC product after all, although th
result in no change in demand, but higher revenue and greafer profits, assumin
unchanged. (16) :

R
B3

g touture garments which

Firms such as Armani, which speciali .
chieve high profit margins on each

specific requirements of the ¢

afford
garme pecific fo them. Assuming the designs remain in line with custon
retain thr loyalty. However, if another couture designer produces garments

Armani’s target audience’s wants, there is a real possibility its demand could d
allegiance to another designer. This can provide immense value to such firms,
choose to differentiate themselves remains popular with their target markets.
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3.8.2 Questions - Part 4

1.

Competitive advantage is what makes a business and/or product stand out fro
consuniers consider it unique in cornparison to the alternatives available from
allow a business to possibly have a higher sales volume, charge higher prices,

Benefits of a business having a competitive advantage include higher profit ma
Drawbacks include competitors could imitate the advantage,in their own prod
and revenue for the firm which initiated the particu age. Increasedc
revenue and profit. If the advantage is based o vaiitage, the business
respond if it is not able to lower its cog
rivals’ prices. {6}

—

any other suitable ones can be explained. {5}

a} R W Smith Watches’ competitive advantage is based on each watch being
exceptional standard. The watches are of such a high quality and in limite
each year, such that an image of exclusivity and luxury is created. {4}

b} Although the competitive advantage is based on the watches being handm
guantities, the influence on this advantage fundamentally lies with the sk
make the watches. Clearly the owner R W Smith is a fundamental compo
being an integral part in the production of the watches. The brand image
added to the competitive advantage, as consumers perceive them to be of
that they are willing to wait for up to four years to obtain one. The craftst
will prove difficult to replicate by competitors without the same time and
watch., Tosome extent, this allows the business to differentiate itself fron
such as its name being registered as a trademark and any designs which ¢
difficult for a rival to take the business’s ideas and 2guihem for their ben
applied. Furthermore, the watches are nu‘r n the usual locatio
the direct contact consumers have v s through the creation
it is attentiveness and lwmrgs

c}

pramium prices charged. Furlhermme l}us ermm it o bc able to pmdu
than focusing on volume. The business can continue to focus on creating
level of quality. The success of such a business might encourage others to
irnitate this business model may not be appealing to many high-end watchg
into producing such a timepiece. They would possibly want a higher level
business can maintain this competitive advantage will depend on its ability
watches, its ability to maintain its extremely high quality standards, etc. Ey
may not affect its competitiveness, as the type of customer to which it sel]&%
economic changes. {16) :
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3.8.2 Essay question

To what extent does R W Smith Watches’ continued competitive advantage depend«¢

Employees

e  ability to maintain quality standards expected

&  innovation - create new Coca-Cola related products

s innovation - promotion strategy

¢  all of the above contribute to how consumers perce
the preferred choice over competitors” pro

siness and its Cocal

Other factors
&«  brand - see abov
«  the hrag it has a high recognition factor, which helps it to be

CONSut he cola carbonated market
¢  secret adds to the brand image, which helps to differentiate it :
s production processes - the process is so efficient unit costs are kept to a minims

profit margin on each Coca-Cola related product sold
e  innovative marketing campaigns, especially with popular songs
e  supplier power - as the business has such a successful product the business is i

it can command where and how its products are sold by other businesses. It cay
brands are placed by the retailers in their stores, if at all.
&  efficient distribution network - the products are everywhere, from large to sma
restaurants, petrol stations, ete. This makes the product easily accessible,
e  global sponsorship of sporting events (e.g FIFA World Cup, Olympics) - reming
and captures the attention of potentially new customers ‘
e  funding - to invest in R&D :
e  franchised bottling network - Coca-Cola and its subsidiaries produce the conces
franchised bottling network which purchases it from the company. This is usedé
also have a responsibility to sell and merchandise it. :

5
i
s

Overall
Emplovees will directly and indirectly i
come up with new products linked
Each of these contribute '
perform theit e

fipetitive advantage of Coca-(
Twhich helps to enhance it, but their
erceiving the brand to be superior to alterns
Hvithin them.

However, it ist employees who influence this, but also such stakehaldersas t
they do not produce the product to its exacting standards, the brand can potentially
damaged to such an extent it could fail? Geing back many years it was felt that some
including Weoolworths and MFI; therefore, even a brand as strong as Coca-Cola could
Employees are fundamental to ensuring all aspects of the business related to this br

possible, with the correct decisions being made at all tirges. :

3.8.2 Mathematical teaser ~ UK grocery market ,
1. Aldicould be judged to have the best competitive advantage, as it bad the best i
2010 and 2015 {2.29%), which was 0.9% more than Lidl, who had the second-bey
However, it depends on how this is measured, as Tesco might be judged as haviy
as its still supplier to the majority of the market. The data on its own is insuffic
strategy pursued by the business should also be considered in reaching this jud

Z.  Tesco could be judged to have the worst compe?;
between 2010 and 2015 at 2.2%, whi
this period at 1.0%. However, it
waorst competitive adv
make a final decisic
judgemgSEal,)

nisge, as ithad thela
than Morrisons, which
% on how this is measured, as Lidl
1idpives the least amount of the market. The
oy pursued by the business should also be co

3. Sainsbu? ompetitive advantage could be deemed reasonably strong, as it is
grocery market with a 16.3% market share in 2015. However, its competitive
its market share declined by 0.3% between 2010 and 2015, As the level of com
market it has not suffered to the same extent as Tesco with its 2.2% decline in
suggesting it was better placed to deal with increased competition than the ma
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Lidl's competitive advantage may be considered as reasonably weak, as it only
market in 2015, which was 24.7% lower than the market leader Tesco. This s
of the majority of the market. However, unlike the marketleader, its market st
2010 and 2015 while Tesco’s fell by 2.2%, therefore suggesting the smaller su
was more effective. In addition, Lidl is not aiming at the mass market like Tesc
share when aiming at a much smaller target audience is a remarkable achiever
advantage is firmly in place. (9)

Tesco, along with the other threes leading supe
that consumers are after. Clearly a lax
groceries. Inorder to provid
so the savings can be

as‘identified that pro

45T Uonsumers are now more
e pricing, Tesco has had to ratic
isumers. Not only will cost savings be so

Lidl lose®¥iich customers to the main market leaders will very much depend o
established with them and the success of its low-priced strategy it currently ut

Although Waitrose aims at the mass market it supplies to only a small percenta
expecting to sell to the majority of the market, as its current strategy would no
differentiates itself by providing high-quality goods and services, which afford
higher price than the main market leaders. The extent to which it will become
will very much depend on whether it moves away from a differentiation strate
strategy. The danger with making any changes to a successful business model
alienated, thus resulting in them being lost to rivals. In addition, the response
by Waitrose has to be considered, along with whether the marketleaders have
so, Waitrose could find it difficult to attract its rivals’ consumers. Lastly, Waitr
corporate objectives. s its goal to be market leader or to improve its market s
the five years? Based on the highly competitive structure of the market curren
become market leader, as any shift in strategy is likely to couifuse how custome
its market share is more likely to be realistic. {16} =
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