
 



Module 1: Strategic Management and Competitive Advantage 

1.1 Fundamentals of Strategic Thinking and Visioning 

The Nature of Strategic Decisions 

Strategic management is the continuous planning, monitoring, analysis, and 
assessment of all necessities an organisation needs to meet its goals and objectives. 
Changes in business environments require organisations to constantly assess their 
strategies for success. 

Unlike operational decisions, which focus on efficiency and day-to-day resource 
allocation, strategic decisions possess distinct characteristics: 

 Long-term Direction: They orient the firm over a multi-year horizon. 
 

 Scope of Activities: They define the structural boundaries of the firm's market 
presence. 
 

 Resource Matching: They require significant commitment of organizational capital and 
human resources. 
 

 Pervasiveness: They create a cascade effect, dictating operational choices across all 
functional departments. 
 
The Strategic Management Process (SMP) 

The formal formulation of strategy follows a deliberate, non-linear feedback loop 
designed to align internal capabilities with external realities. 

 

+------------------+     +-----------------------+     +------------------
-----+ 
 
|  Environmental   | --> | Strategy Formulation  | --> | Strategy 
Deployment  | 
|     Scanning     |     | (Corporate/Business)  |     |   & 
Implementation    | 
+------------------+     +-----------------------+     +------------------
-----+ 
        ^                                                          | 
        +------------------ Evaluation & Control <-----------------+ 
 
 

1. Strategic Intent: Establishing the foundational baseline via Mission, Vision, and 
Values. 
 

2. Environmental Analysis: Simultaneous execution of macro-environmental, industry-
level, and internal resource audits. 



3. Strategy Formulation: Evaluation of strategic alternatives and choice of competitive 
positioning. 
 

4. Strategy Implementation: Translating intent into structural execution through budget 
allocation, organizational redesign, and cultural alignment. 

 

 
5. Evaluation and Control: Establishing Key Performance Indicators (KPIs) and 

continuous monitoring to feed corrective variance analysis back into the system. 
 
Defining Strategic Intent: Vision vs. Mission 

An enterprise’s direction is anchored by its strategic intent, explicitly codified through its 
Vision and Mission statements. These are not marketing taglines; they are governance 
frameworks. 

 

 The Vision Statement: Answers the fundamental question, "What do we want to 
become?" It serves as a forward-looking, aspirational blueprint of the future state of the 
enterprise, typically stretching 5 to 10 years ahead. It must be specific enough to 
provide guidance, yet expansive enough to allow for tactical agility. 
 

 The Mission Statement: Answers the operational question, "What is our business, and 
who do we serve?" It outlines the firm's current core competencies, target customer 
segments, geographic scope, and unique value proposition. 
 

Dimension Vision Statement Mission Statement 

Temporal 
Focus 

Future-oriented (Aspirational) Present-oriented (Operational) 

Primary 
Audience 

Internal stakeholders (Inspiration & 
Alignment) 

External & Internal stakeholders 
(Legitimacy & Purpose) 

Core Question Where are we going? What do we do, and for whom? 

 

Henry Mintzberg’s 5 Ps of Strategy 

To understand how strategy manifests in reality, managers utilize Henry Mintzberg’s 5 
Ps framework, which deconstructs strategy beyond mere formal planning: 

 

 Plan: A consciously intended course of action explicitly developed before execution. 
 

 Ploy: A specific tactical maneuver intended to outwit a direct competitor (e.g., threat of 
a price war). 
 



 Pattern: Consistency in behavior over time, whether intended or not. Strategy emerges 
organically from corporate actions. 
 

 Position: The specific locus of the firm within its competitive landscape—matching 
internal strengths to external niches. 
 

 Perspective: The ingrained collective mindset and corporate culture of the organization 
(its institutional personality). 
 
Intended, Deliberate, and Emergent Strategies 

Mintzberg’s empirical research established that finalized corporate strategies are rarely 
the pure result of top-down planning. 

 Intended Strategy: The initial, formalised strategy conceived by senior leadership. 
 

 Unrealised Strategy: The portion of the intended strategy discarded due to unexpected 
market shifts or flawed baseline assumptions. 
 

 Deliberate Strategy: The components of the intended strategy that are successfully 
executed. 
 

 Emergent Strategy: Unplanned strategic patterns that develop from the ground up as 
grassroots responses to unexpected operational challenges and market opportunities. 
 

 Realised Strategy: The final, actual strategy executed by the firm, computed as: 
\(\text{Realised\ Strategy}=\text{Deliberate\ Strategy}+\text{Emergent\ Strategy}\) 

 

1.2 External Analysis Frameworks: PESTLE and Porter’s Five 
Forces 

Macro-Environmental Analysis: The PESTLE Framework 

To evaluate threats and opportunities outside the direct control of the firm, strategists 
scan the macro-environment using the PESTLE framework. This systematic tool 
prevents cognitive bias in leadership by forcing an assessment across six distinct 
domains: 

 Political: Evaluation of government stability, fiscal policies, trade restrictions, tariffs, 
and geopolitical alignments. 



 Economic: Analysis of macroeconomic indicators including inflation rates, interest 
rates, foreign exchange fluctuations, gross domestic product (GDP) growth paths, and 
unemployment levels. 
 

 Socio-Cultural: Examination of demographic shifts, wealth distribution trends, 
consumer lifestyle adjustments, attitudes toward work/leisure, and cultural taboos. 
 

 Technological: Assessment of research and development (R&D) expenditure, 
automation adoption, digital infrastructure quality, disruptive innovations, and rate of 
technological obsolescence. 
 

 Legal: Compliance vectors including employment law, health and safety regulations, 
anti-trust statutes, consumer protection laws, and intellectual property protection 
regimes. 
 

 Environmental: Ecological pressures such as climate change impacts, carbon footprint 
regulations, sustainable resource access, and circular economy expectations. 
 
Industry Structural Analysis: Porter’s Five Forces 

Moving from the broad macro-environment to the specific industry ecosystem, Michael 
Porter’s framework determines the structural attractiveness and long-term profit 
potential of an industry. Profitability is not driven by product features or technology; it is 
determined by five underlying micro-economic forces: 

                      +-----------------------------+ 
 
                      |    Threat of New Entrants   | 
                      +-----------------------------+ 
                                     | 
                                     v 
+-----------------------+     +-----------------------------+     +-------
----------------+ 
 
|  Bargaining Power of  | --> |     Industry Rivalry        | <-- |  
Bargaining Power of  | 
|       Suppliers       |     |   (Among Existing Firms)    |     |       
Buyers          | 
+-----------------------+     +-----------------------------+     +-------
----------------+ 
                                     ^ 
                                     | 
                      +-----------------------------+ 
 
                      | Threat of Substitute Products| 
                      +-----------------------------+ 
 
 

 



1. Threat of New Entrants 

Analyses the ease with which new firms can enter the market, thereby diluting industry 
profitability. High entry barriers insulate incumbent margins. 

 

 Barriers to Entry: Economies of scale, high capital requirements, proprietary product 
differentiation, switching costs for buyers, access to distribution networks, and restrictive 
government policy. 
 
2. Bargaining Power of Suppliers 

Assesses the leverage suppliers hold over industry participants to raise prices or 
diminish input quality. 

 Power Drivers: Concentration of suppliers relative to buyers, low reliance on the 
specific industry for total revenue, high switching costs of changing suppliers, and the 
credible threat of forward vertical integration. 
 
3. Bargaining Power of Buyers 

Assesses the capacity of customers to depress prices, demand superior quality, or play 
competitors against each other. 

 

 Power Drivers: High buyer concentration, purchasing large percentages of industry 
output, standardised or undifferentiated industry products, low buyer switching costs, 
and the credible threat of backward vertical integration. 
 
4. Threat of Substitute Products 

Identifies alternative products or services from outside the traditional industry 
boundaries that perform the same or a similar function for the customer. 

 

 Risk Elements: Relative price-performance ratio of the substitute, and low customer 
switching costs. 
 
5. Intensity of Competitive Rivalry 

The central force evaluating the aggressive nature of competition between existing 
players within the market. 

 Intensity Drivers: Highly concentrated or equally balanced competitors, slow industry 
growth rates, high fixed or storage costs, lack of differentiation, and high exit barriers 
(e.g., specialized assets, strategic interrelationships). 

 



1.3 Internal Analysis, Resource-Based View (RBV), and SWOT 
Matrix 

The Resource-Based View (RBV) of the Firm 

While external frameworks focus on positioning within market structures, the Resource-
Based View (RBV) posits that sustained competitive advantage originates internally. 
The firm is conceptualized as a unique bundle of heterogeneous, sticky resources and 
capabilities. 

 Resources: Productive assets owned or controlled by the firm. They are classified into 
Tangible Resources (physical assets, manufacturing plants, real estate, financial 
reserves) and Intangible Resources (intellectual property, patents, trade secrets, 
brand equity, organizational culture, reputational capital). 
 

 Capabilities: The complex, dynamic deployment patterns of resources over time. 
Capabilities represent the firm’s capacity to integrate, configure, and coordinate its 
resources to achieve a desired functional outcome. 
 
The VRIO Framework 

To determine if an internal resource or capability can serve as a foundation for a 
Sustained Competitive Advantage (SCA), it must pass all four sequential criteria of 
Jay Barney’s VRIO framework: 

1. Value: Does the resource allow the firm to exploit an external opportunity or neutralise 
an external threat? If no \(\rightarrow \) Competitive Disadvantage. 
 

2. Rarity: Is the resource controlled by only a small number of competing firms? If no 
\(\rightarrow \) Competitive Parity. 
 

3. Inimitability: Do firms without the resource face a significant cost disadvantage in 
obtaining or developing it? Inimitability is driven by: 

o Unique Historical Conditions: Path-dependent asset accumulation over extended 
periods. 

o Causal Ambiguity: Competitors cannot decipher exactly which resources generate the 
advantage. 

o Social Complexity: Deeply embedded interpersonal relationships, culture, and trust 
within the organization. 

o If no \(\rightarrow \) Temporary Competitive Advantage. 
4. Organization: Is the firm’s structural design, governance, and control systems properly 

configured to exploit the full potential of the valuable, rare, and inimitable resource? If 
no \(\rightarrow \) Unexploited Competitive Advantage. 
If a resource passes all four tests, it yields a Sustained Competitive Advantage. 



The Value Chain Analysis 

Developed by Michael Porter, the Value Chain disassembles a firm into its sequentially 
linked operational activities to isolate where value is added and where unnecessary 
costs are incurred. 

 

+-------------------------------------------------------------------------
+ 
 
|                  Firm Infrastructure (HR, Finance, Tech)               |  
M 
|-------------------------------------------------------------------------
|  A 
|        Inbound    |  Operations  |   Outbound   | Marketing  | Service  
|  R 
|       Logistics   |              |  Logistics   |  & Sales   |          
|  G 
|                   |              |              |            |          
|  I 
|                   |              |              |            |          
|  N 
+-------------------------------------------------------------------------
+ 
 
 

 Primary Activities: Directly involved in the physical creation, sale, maintenance, and 
delivery of a product or service. 

o Inbound Logistics: Material receiving, warehousing, inventory management. 
o Operations: Transforming inputs into finished goods (machining, assembly). 
o Outbound Logistics: Order processing, distribution, scheduling. 
o Marketing & Sales: Channel selection, pricing, promotion, sales force management. 
o Service: Installation, repair, customer support. 

 
 Support Activities: Provide the necessary infrastructure, technology, and human 

capital to sustain primary activities. 
o Procurement: Purchasing raw materials, services, and machinery. 
o Technology Development: R&D, process automation, software systems. 
o Human Resource Management: Recruiting, training, compensation design. 
o Firm Infrastructure: General management, legal, regulatory compliance, finance. 

 
Synthesis: The Advanced TOWS Matrix 

The classic SWOT Matrix is often criticized for being a static, descriptive list. To make it 
an analytical tool, strategists upgrade it to a TOWS Matrix, which systematically 
crosses internal variables with external variables to construct explicit strategic vectors: 

 



+---------------------------+---------------------------+-----------------
----------+ 
 
|                           | Internal Strengths (S)    | Internal 
Weaknesses (W)   | 
|                           | - Core IP                 | - High Debt 
Burden        | 
|                           | - Agile R&D Team          | - Legacy Tech 
Infrastructure| 
+---------------------------+---------------------------+-----------------
----------+ 
 
| External Opportunities (O)| SO Strategies (Maxi-Maxi) | WO Strategies 
(Mini-Maxi) | 
| - High Market Growth      | Leverage internal core IP | Overcome legacy 
tech by   | 
| - Unmet Niche Segment     | to capture the unmet niche| partnering with 
an agile  | 
|                           | segment aggressively.     | external vendor 
for growth| 
+---------------------------+---------------------------+-----------------
----------+ 
 
| External Threats (T)      | ST Strategies (Maxi-Mini) | WT Strategies 
(Mini-Mini) | 
| - Intense Price War       | Deploy agile R&D to shift | Retrench from 
non-core    | 
| - New Market Entrants     | value to premium tier,    | markets to 
preserve cash  | 
|                           | avoiding the price war.   | and avoid new 
entrants.   | 
+---------------------------+---------------------------+-----------------
----------+ 
 
 

 SO (Strengths-Opportunities): Capitalizing on internal strengths to aggressively 
exploit lucrative external opportunities. 
 

 WO (Weaknesses-Opportunities): Redesigning internal processes or acquiring assets 
to eliminate specific structural weaknesses, enabling the firm to pursue open market 
opportunities. 
 

 ST (Strengths-Threats): Deploying proven internal capabilities to buffer or mitigate 
macro-environmental threats. 
 

 WT (Weaknesses-Threats): Constructing defensive strategies aimed at minimizing 
internal vulnerabilities while completely avoiding high-risk external threat environments 
(e.g., divestment or strategic alliances). 
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