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Concepts galore - dare we say buzzwords -
chanJLcterize this figuring view of strategy. They come 

. and go out at an alarming pace. So this first byte 
provides a glossary, by using the metaphor of a 
product launched into the market. This is, after all, a 
rather macho view ~of strategy. 

In the large literature of strategic management that deals with I 
positioning, the concepts come and go at a frantic pace. There is 
thus a need to pin them down - to develop a framework to see 
them all, as well as to provide a "glossary" of what they are, even 
for experts who tend to beaver away in one area or another. There 
is woefully little synthesis in the world of analysis! 

Thus, a little model is offered here. It is visual because, 
in a sense, all of this needs to be seen to be believed. The model is 
a metaphor of sorts, consisting of a launching device, representing 
an organization, that sends projectiles, namely products and 
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The vehiclt! (organization) 
The organization is depicted as a launching device which 
develops, produces and distributes its products and services into 
markets. To do that, it performs a series of business functions 
that sequen•ce themselves into what Michael Porter (1985) has 
labeled a value chain. As depicted in our figure, design (of 
product andl process) and production are the basic platform, while 
supply and sourcing (including financing) form one tower, and 
administration and support (such as public relations and industrial 
relations) form the other. The launch vehicle has two booster 
rockets (which fall away during the product's voyage) - the :first 
for sales and marketing, the second for physical distribution. 
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The business functions are executed by using a bundle 
of core competences or capabilities of various kinds (such as the 
ability to do research or to produce products inexpensively) and 
supported by all sorts of resources or assets (including patents, 
machinery, and so on). 

Current popular theory has it that the organization 
should shed as many of its non-core competences as it can, in 
order to become lean and flexible, and so be able to focus 
attention on doing what it does best. The rest should be bought 
from suppliers. Thus, the old strategy of vertical integration -
encornpassing your suppliers upstream as well as your 
intermediate customers ~ownstream so that you can control their 
activities tightly - gets replaced by the new one of outsourcing, 
resulting in the virtual organization . 
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Virtual organization 
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Competences can be combined in various ways, for 
exannple, through joint ventures or other forms of alliances with 
partners, licensing agreements, franchising relationships and 
loJll~-term contracts, the extensive combinations of which result 
in networks. 
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The projectil4e (products and services) 
Proceeding along the value chain eventually creates a product (or 
service) which is launched at a target market. The ways in which 
this can be done are described by a set of generic strategies 
according to the nature of the projectile (size, shape, surrounding, 
etc.) and the sequence of projectiles launched (frequency, 
direction, etc.). First are the generic strategies that characterize 
the product itself: 

Low cost or price differeptiation strategy 
(meaning high volume, commodity-type 
production) 

Image differentiation strategy 
(e.g., nice packaging) 

Support differentiation strategy 
(e.g., provision of after-sales service) 

Qyality differentiation strategy (e.g., more 
durable, more reliable, higher performance) 

Design differentiation strategy 
(i.e., difference in function) 
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Then there are the strategies that elaborate or extend 
the range of products offered: 

Penetration strategy (targeting the D -~.- D -~)o D 
same product more intensely at the 
same market, for example, through 
increased advertising) 

Bundling strategy (selling two 
products together, such as computer 
software with hardware) 

Market development strategy 
(targeting the same product at new 
markets) 

Product development strategy 
(targeting new products at the same 
market) 

Diversification strategy 
(targeting different products at 
different markets) 
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The target (markets) 
Here we show the generic characteristics of markets (the targeted 
place), first by size and divisibility, then by location, and finally by 
stage of evolution or change. 

Mass mrurket (large, homogeneous) 

Fragmented market (many small 
niches) 

Segmented markets 
(differing demand segments) 

Thin ma:rket (few, occasional buyers, 
as in nuc1lear reactors) 

Geographical markets (looked at 
from the perspective of place) 

Emerging market 
(young, not yet clearly defined) 

Established (mature) market 
(clearly defined) 

Eroding market 

Eruptin~~ market 
(undergoing destabilizing changes) 
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lndus1try and group 
Where does one market end and another begin? Economists 
spend a lot of time worrying about identifYing industries (through 
the de:finition of SIC codes and the like). However, much of this 
is arbitrary, since they often no sooner find one than a strategist 
destroys it. 

In our terms here, an industry can be defined as a 
landscape of associated markets, isolated from others by blockages in 
the terrain. In the literature of economics and strategic positioning, 
these are known as barriers to entry- for example, some kind of 
special know-how or close ties to the customers that keep potential 
new competitors out. Michael Porter ( 1980) elaborated on this with 
his notion of strategic group, really a kind of sub-industry housing 
companies that pursue similar strategies (for example, national news 
magazines, as opposed to magazines targeted at specific audiences, 
such as amateur photographers). These are distinguished by barriers 
to mo'bility, in other words, difficulties of shifting into the group 
even though it is within the overall industry. These concepts map 
easily into our metaphor, with higher barriers shown for industries 
and lower ones for strategic groups. 

Entry barrier Mobility barriers Entry barrier 

l 
Strategic group1 Strategic group2 Strategic group3 

• 
Industry 

The ffit (strategic positions) 
When products and markets (projectiles and targets) come 
together, we reach the central concept of strategic management, 
namely fit, or the strategic position itself- how the product sits in 
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the market. Fit is logically discussed, first in terms of the match 
between the breadth of the products offered and markets served 
(which Porter calls scope). Mter this, we shall turn to the quality 
of the :fit and ways to improve it. 

Commodity strategy targets a 
(perceived) mass market with a 
single, standardized product 

Segntentation strategy targets a 
(peroeived) segment market with a 
range of products, geared to each of 
the different segments 

Nich.e strategy targets a small 
isolated market segment with a 
sharply delineated product 

Customization strategy (the 
ultimtate in both niching and 
segm.entation designs or tailors each 
specific product to one particular 
customer need (such as the 
architecturally designed home) 
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Once :fit, or scope, is established, then attention turns 
to its stren;gth, namely how secure it is - its durability, or 
sustainabillity. · 

First of all, we identify natural fit - where the product 
and market :fit each other quite naturally, whether it was the 
product that created the market or the market that encouraged the 
development of the product. Natural :fit is inherently sustainable 
(for example, because there is usually intrinsic customer loyalty, 
perhaps secured by high switching costs). 
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Natural fit: product push Natural fit: market pull 

This can be distinguished from forced fit, as well as 
vulnerable fit, which is weak and so easily dislodged, whether by 
attack from competitors or loss of interest from customers. 

Forced fit Vulnerable fit 

When fit is not perfect (as is always true in an 
irnperfect world) and so not easily sustainable, attention has to be 
given to what can be called reinforcing mechanisms to improve 
it, or isolating mechanisms to protect it. Inspired by the 
metaphor itself, we suggest ~hree types of these: 

Burrowing strategy (driving into the 
market deeper, for .example, by using 
advertising to strengthen brand 
loyalty - but this could prove costly) 

Packing strategy (tightening the fit 
by adding supporting elements, such 
as strong after-sales services, or the 
use of supporting brands - but the 
seller can get stuck too) 
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Fortifying strategy (building up 
barriers or shelters around the fit, 
such as seeking tariff or patent 
protection, or creating long-term 
contracts with customers - but these 
can topple, or else in fact blind the 
seller to changes occurring elsewhere) 

There can be a learning 
strategy to improve fit through 
adaptability, for example, by riding an 
experience curve to take advantage of 
the steadly stream of learning that 
comes from producing more and more 
of the product, or getting to know 
customexs better, or by taking 
advantage of the complementarities 
of a strategy that reinforce each other, 
such as franchising and mass 
preparation in fast food retailing. 

Of course, there can also be misfit. 

Capaciny misfit (what is offered 
exceeds ·what the market can take) 

Competence misfit (the \ / _ 
competences of the producer do not 
match the needs of the market) 
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D(~sign misfit (the design is wrong 
for the market) 

Sunk misfit (being stuck in a 
market due to exit barriers, such as 
dedicated machinery that cannot be 
used elsewhere) 

Myopic misfit (the producer cannot 
see the market - perhaps because of 
too much concentration on other 
markets) 

Location misfit (the producer is in 
the wrong place and cannot reach 
the market - perhaps because some 
barrier is too high) 

Rivalry (competition) 
So far, almost all these relationships have been 
between a single seller and one or more target 
markets. But sellers are no more found alone than 
are buyers. There is rivalry in !llarkets, consisting 
of competitors - capable of doing better or doing 
differendy. So we return to economics to describe 
various competitive situations. ; 

Duopoly Monopoly Niche 
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Market leader (or dominant firm) 

Stable competition 

Multipoint competition (ability to 
take action in one market to 
influence a competitor's action in 
another) 

Unstable competition (in a mature 
market) 

Unstalble competition (in an 
emerging market) 

Con testability 

• 

Obviously, rnarkets are contestable. New competitors can seek to 
drive themselves in. Here we draw especially on the literature of 
military strategy. 
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First movers seek to position themselves in new 
markets to keep rivals out. But late entrants (including second 
movers) come along and seek a share, if not displace their rivals 
altogether. (Strategic window refers to the period of opportunity 
when an initial or late move becomes possible, for example, during 
a strike in a rival's factory.) Late entrants use various military-type 

• strategies: 

Frontal attack (by the concentration of 
forces, e.g., cost-cutting) 

Lateral (or indirect or flanking) 
attack, perhaps by 

> undermining (e.g., taking away 
the least loyal customers through 
lower prices) 

> attacking a supporting brand (to 
dislodge the main one) 

> attacking fortifications, 
through a battering strategy 
(e.g., lobbying for the 
elimination of tariff barriers) 
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Guerrilla attack (series of small "hit 
and run" attacks, such as sudden 
moves of deep discounting) 

Market signalling by feint (giving 
the impression of doing something, 
such as pretending to expand plant to 
scare off a potential competitor) 

Late entrants may also seek to carve 
out small territories through niche strategies 

\:J (sometimes called "picking up the crumbs"). 
Finally, rivals may reach an accord 

with the existing players so that all settle 
down to a collaborative strategy, perhaps in a 
cozy price fixing or market allocating cartel. 

. The truly creative strategist, 
~~·~'k however, s~uns all of these categories, or at 

least recotnbines them in innovative ways to develop a novel 
strategy, for which there is no diagram since no one can tell what 
it might look like! 

Source: "A G uidt! to Strategic Positioning" in H. M intzberg, J Lam pel, JB.Qyinn, and S. Ghoshal, Eds., The 
Strategy Process: Concepts, Contexts and Cases, Upper SadClle River, NJ: Prentice H all, 2003: pp. 127-138. 
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