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Abst ract

This paper briefly reviews ideas of conpetitive advantage from the
devel opment of Porter’s generic strategy ideas to the present day. It is
the first part of a study to investigate ways to inprove the teaching and
| earning of strategy. There has been a history of searching for nodels
that allow the sinple classification of firms’ strategies into specific
i deal types. These nodels contain gaps and anbiguous concepts. Thi s
paper contends that interweaving the positional ideas of Porter with
resource based ideas (Barney, 1991) in a single nodel allows student to
better understand the conplexity of real life strategic situations. A
three di mensi onal nodel that can be used in such an exercise is proposed

The strategy cube nodel uses price, cost and perceived benefits for
understanding conpetitive advantage from both a nmarket and resource
perspective (Jenkins, 2004, Jenkins, 2005). The nodel also seeks to
enphasi se the dynamic nature of strategy and the concept that firns exist
in conpetitive situations that nay be tenporary. The aim is to help
students to understand the conplex nature of strategy as sonething beyond
positioning in a static market. Sone initial results indicate that
students using this nodel do gain an understanding of conpetition and
conpetitive advantage that is multi-faceted. It is intended to use this
nodel in student assignnments, to assess the assignnents and then
interview students about their wunderstanding. Teachers wll also be
interviewed in future studies. Through this process it is intended to
identify areas that students find troublesone and hence further inprove
strategy teaching. These ideas are related to those of threshold
concepts in that it is intended to help students to gain greater insights
into strategy by having a greater understanding of its wunderpinning
concepts (Meyer and Land, 2005).

JEL Cl assification: D440

I nt roducti on

Exami nation of the syllabuses of business schools indicates that at the
core of their undergraduate and postgraduate courses in business studies
and managenent are nodul es that are focused around the key principles of

strategi ¢ nanagenent. At the centre of these npbdules is the topic of
conpetitive strategy. Exanmi nation of text books on strategy indicates
the influence of the thinking of Mchael Porter (1980; 1985) on a nunber
of topics in strategic nanagenent. Model s devel oped by Porter, his
val ue chain and national dianmond nodel, are regularly reproduced in such
text  books. However, his nodel of generic strategies renmins

simultaneously influential and widely criticised. This is exenplified by
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the fact that two mpjor texts use nodels based on the ideas of Porter
whi ch have been nodified to conmpensate for the perceived weaknesses in
his initial formulation (Johnson et al., 2005; Thonmpson et al., 2007).
Whether this is indicative of an evolutionary scientific period, or is
synptonmatic of the fact that thinking on conpetitive strategy is in what
Canpbel | - Hunt (2000) calls a “preparadigm state”, is an inplicit fram ng
concept for this paper. The brief literature survey indicates that the
academ c study of strategy still is a period where concepts are not
clearly defined. This is both troublesone for teachers and |earners. The
paper then outlines a three dinmensional nodel for representing the key
concepts of conpetitive strategy in a way that facilitates the
understanding of the controversies and debates in the literature and the
eval uation of real world situations. The paper subsequently argues that:

The practice of strategic managenent and analysis is greatly enhanced
by incorporating both the concepts associated with the positioning
school as represented by Porter and those of the resource based view as
represented by Barney.

Strategic analysis and practice should also be carried out with an
awareness of the inmportance of context and the influence of
entrepreneurial creativity and nmanagenent sensitivity in devel oping
successful strategy (M ntzberg, 2004; Bennis and O Tool e, 2005).

The paper explores the nature of student learning in the context of the
study of conpetitive strategy and di scusses how both nodel design and the
phi |l osophical rationale behind the use of nobdels can influence the way
nodels are understood and applied by students, researchers and
practitioners.

The paper is structured as foll ows:

1 Areview of Porter’s node

2 Critiques of Porter’s nodel

3 CGeneric strategy and the resource based vi ew of conpetitive advantage

4 Developnents of Porter’s generic strategy nodel in two mmjor text
books: an assessment of these nodels as | earning vehicles

The role of nodels in teaching, research and practice

The strategy cube: A three dinensional nodel for representing firns’
conpetitive strategies and the extent to which it can incorporates the
generic strategi es suggested by Porter (1985), Johnson et al.(2005) and
Thonpson et al . (2007)

7 Exploring theoretical ideas using the strategy cube

8 The strategy cube as used by students: sone initial exanples

9 Concl usi ons

o 0l

Di scussi on

Porter’s Generic Strategy nodel

The nodel uses two categorical variables. The variables used are
conpetitive scope (broad and narrow) and conpetitive advantage (I ower
cost and differentiation). Porter (1985) outlined “the core concepts”
that formthe basis of his nmodel. These incl ude:

M BES Transactions, Vol 2, |Issue 1, Autunm 2008 79



Jenki ns, 78-94

Cost | eadership

Differentiation

Focused and broad strategies

A focused strategy concentrates on one segnent

A broad strategy serves a range of industry segnents
Stuck in the mddle

The standard product

The application of these concepts can be conplicated as acknow edged by
Porter:

The specific actions required to inplenent each generic strategy
vary widely from industry to industry, as do the feasible generic
strategies in a particular industry. (Porter, 1985, p.11)

In order to be apply to apply these ideas in an analytical way to a
practi cal situation whether it as case analysis or in “real life”
people need to be able to understand them in a way that a professional
strategist would. That is to understand the value and nature of data and
the nodels being used in the interrogation of that data.

Also inmplicit in Porter’s work is the idea that cost and price are |inked
in conpetitive situations. Porter recogni ses that unless one conpetitor

has an inimtable technology, conpetitors will be able to match each
others’ costs. He also argues that usually when there is an asymretric
distribution of resources then this asymetry wll be eroded as

conpetitors catch up with first novers.

Introducing a significant technol ogical innovation can allow a firm
to lower cost and enhance differentiation at the sanme tinme, and
per haps, achi eve both strategies. (Porter, 1985, p.20)

But
The pioneer nay be at a disadvantage if, in pursuit of both |ow
cost and differentiation, its innovation has not recognised the
possibility of imtation. It may be then be neither |ow cost nor

differentiated once the innovation is matched by conpetitors who
pi ck one generic strategy. (Porter, 1985, p.20)

Thus Porter’s original work acknow edges market dynami sm but as a series
of “disturbed equilibriums” where firnms’ relationships evolve over tine
but conpetitive advantage can be sustained for periods by staying with a
particular generic strategy. However, even this is ultimately risky
because generic strategies are vulnerable to imtation and obsol escence.
It is possible that over time a particular generic strategy will becone
obsol et e. In some industries all the generic strategies are not
possi bl e:

In sonme industries, industry structure or the strategies of
conpetitors elinmnate the possibility of achieving one or nore of
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the generic strategies. (Porter, 1985, p. 21)

So mixed generic strategies are possible but not sustainable because of
transference of resources and know edge but neither are all pure generic

strategies. They are, however, likely to be nore durable than m xed
strategies. Thus inmplicit in Porter’'s framework are ideas of dynanism
and resource inmitability. He also observed that strategic action was

conti ngent on circunstances.
Critiques of Porter’s nodel

Canmpbel | - Hunt (2000) undertook a neta-study of research into generic
strategies and concluded that strategy is contingent on the situation.
Industries are different. However, he also confirmed Porter’s premnse
that cost and differentiation are inportant in firns’ conpetitive
postures. However, he was unable to find indications of the dom nant
nature of specific postures in terns of performance. The prenmise that
adopting exclusively either differentiation or cost |eadership strategies
| eads to superior performance was not supported. Canpbel | - Hunt al so
added conpl erentary i deas on conpetitive strategy

1 That firms rarely adopted <cost |eadership and differentiation
simultaneously but it was possible to define strategies which do not
i npose tradeoffs to produce | ower costs

2 That resources in one area can assist the devel opnent of advantages in
anot her — product innovation and operations nmanagenent

3 Wen there are extrenes of product quality in industries
(specification/grade?) focus may be necessary within supplier firns

4 Firns taking a broad position in mnulti-product multi-segnment narkets
could gain advantages if it was possible to gain both econonies of
scope over product variety when consuners perceived a firmis quality
reputation spanned this product scope.

Hill (1988) argued from basic econonic theory that the pursuit of both
low cost and differentiation strategies is viable in sone industries,
what ever the opposition does, and are capable of producing conpetitive
advant age. Hll reasoned that firnms who delivered differentiated
products at relatively low prices would change the nature of denand and
scale economies: a firm offering a prem um product at relatively |ower
than average price would capture nore market share. H 1l also nakes a
contingent argunent in that not all narkets can accommbdate his suggested
approach but that a nunber of market attributes are required.

The product nust be capable of differentiation

The stage of the product life cycle - he argued that using price and
differentiation to seize nmarket share was appropriate in fragnmented
markets in the early phase of the product life cycle. “The nore
conplex or variable the process the greater the learning effects.”
Clearly contingency is all around us.

The nature of the cost curve — there nust be the potential to gain
scal e econonies that offset the cost of differentiation

Econom es of scope can exist where a nunber of similar products exist
as in multi-product nmarkets — so there are opportunities for cost
reduction here (see al so Jenkins, 2004).
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Porter’s work nay have served to
further

di scussed

conception Barney (1991) outlined his view of conpetitive
i deas and contrasted
gquotes are shown in

its key

the words of Porter (1985)

Concept Porter Quote Bar ney Quote Comment ary
Conpetiti Conpetitive advantage | Afirmis said to Porter and Barney
ve grows fundanental |y have a conpetitive have simlar concepts
advantage |out of value a firm advantage when it is | but Porter enphasises
is able to create for [inplenenting a value | positioning within
its buyers that creating strategy the industry whereas
exceeds the firnms that is not being Bar ney focuses on
costs of creating it. |inplenmented nore on differences
There are two types si mul t aneously by any | between firms.
of conpetitive current or potenti al
advant age cost conpetitors (p.102)
| eader ship and
differentiation
(p-3).
Sustai ned | The sustainability of [Afirmis said to Barney's idea is a
conpetiti a generic strategy have a conpetitive t heoretical concept.
ve requires that a firm [advantage when it is |[It has been described
advant age | posses sone barriers |inplenenting a value |as tautol ogica

that imtation of the
strategy difficult,

(p. 20).

creating strategy
that is not being

i mpl enent ed

si mul t aneously by any
current or potenti al
conpetitors and when
those other firms are
unabl e to duplicate
the benefits of this
strategy (p.102))
Unanti ci pat ed changes
in the econonic
structure of an

i ndustry nmay make at
what was, at one
time, a source of
sustai ned conpetitive
advant age, no | onger
val uable for the firm
(p. 103)

(Priemand Butler).
However, it does form
a basis to discuss
and conpare rea
organi sations to this
ideal. Porter sees
the possibility of
imtation as al ways
present. In reality
Barney definition
recogni ses that
strategy can becone
obsolete if the

envi ronnent of the
firm changes.
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Foll owi ng the above discussion the key variables identified in nodels of
conpetitive strategy can be classified as narket position variables and

variabl es associated with firmresources, i.e. conpetitive advantage can
be defined as having narket conponent and resource conponent. Mar ket
position facing variables are product benefits and price. Resour ces

variabl es underpin the delivery of products with costs and features that
t hese benefits and prices nap to.

Devel opments of Porter’s generic strategy nodel in two major text books

Wth respect to the teaching of conpetitive strategy it is useful to |ook
at the critiques of Porter recorded in two popular strategy text books.
Johnson et al. (2005) outline definitional problens associated wth
Porter’s ideas. They specifically argue that the core concepts of cost
| eadership, differentiation and focus are inadequately defined. The also
observe that nany have confused cost |eadership with Jlow price.
Consequently they advocate the teaching of conpetitive strategy by using
a framework, the Strategy dock, based on one developed by Bowran
(Faul kner and Bowman, 1995), which defines five potentially viable
“market facing generic strategies”. This again is a two variable matri X,
percei ved custoner benefits and price (in earlier additions this was
percei ved use value and price) but two additional variables are discussed
in the supporting commentary — narket scope and cost. Market scope may
al so be considered to be inplied by the price/benefit ratio. Thi s has
the advantage over Porter’'s nodel in that it clearly distinguishes price

from cost. It also can be used to illustrate that different, but
functionally simlar, products can be placed in different parts of the
cl ock. In sone respects overlying the nodel with the clock artefact

prevents the nodel being fully exploited to indicate how narket
strategies of firns can be mapped dynamically overtine but the authors
indicate this process is possible as new entrants can subsequently nove
around the clock frominitial low price positions. |n sonme respects the
definition of five viable strategies is problematical — why five in a
conti nuun? The nodel can be mapped to Porter’s approach in that the
positions in the clock are defined as likely to be broad or focused.
Thus the five generic strategies can be interpreted as replicating
Porter’s three generic strategies with sone nodifications. Porter’s focus
strategies are nmapped to tw positions: low frills and focused
differentiation. Their |l ow price strategy nmaps to a cost based strategy:

So clearly in the long run, a low price strategy cannot be pursued
without a | ow cost base.
(Johnson et al, 2005, p.246)

The differentiation strategy maps to Porter’s differentiation strategy.
The hybrid position is explained with reference to Hlls (1988) and
Mller's (1986) critique of Porter’s generic strategies. Sustainability
of conpetitive strategy is discussed in a way that mrrors Porter’s.

In another well known text Thonpson et al (2007) use a nodification of
Porter’s nodel and present the reader with five generic strategies.
Porter’s three with focus divided into two and the addition of a "best
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cost strategy” the best cost strategy again reflects the argunents nade
by Hill but these are not explicitly referenced in the text.

This nodel is limted in explaining the dynam cs of strategy conpared to
the Strategy C ock.

Overall both nodels are limted in the follow ng respects:

Not fully discussing the concept of the standard product - not
accommodating the idea of the standard product as a “noving target”

Not being able to nap ideas of resources inmtability to those of
mar ket position — including distinguishing between sustained
conpetitive advantage and tenporary conpetitive advantage

Not Capturing the dynamic possibilities of resources and narket
posi tions

Not presenting data in a way that allow conparisons to be nade on how
functionally simlar products can have different price/cost/benefits
and hence can satisfy the wants of different segnents

There is also the possibility that by sinply introducing nodifications
of Porter’s work without a nore focussed debate of the issues may niss
a great opportunity for devel oping student |earning, which allows the
recognition of the considerable and still relevant nerit in Porter’s
i deas as well as sone of its clear definitional weaknesses.

The role of nodels in teaching, research and practice

The debate about conpetitive strategy which has been briefly outlined
above has been greatly influenced by a bigger debate. Bennis and O Tool e
(2005) have observed that the dom nant paradigm at the elite
(influential) end of the business school world is the concept of
nmanagenent as science. By this they inmply a quantitative science based
founded in a positivist philosophy.

This scientific nodel, as we call it, is predicated on the faulty
assunption that business is an academc discipline like chemstry
or geol ogy.)

(Bennis and O Tool e, 2005 p. 98)

Perhaps a serious weakness of positivist framed inquiry into conplex
soci al phenonena including conpetitive strategy is that it requires the
denonstration of a constant conjunction between causes and effects
operating in a closed system Downward (2003) nmade the sane observation
about economi cs

Further this nbde of explanation enbraces closed-system ontol ogy.
Closure inplies that causes produce the sane effects and effects
can always be understood, uniquely, in terns of the sane causes.
(Downwar d, 2003, Page 3)

When | ooked at under this microscope, theories that have linmtations in
real world situations are criticized nore for their weaknesses than

valued for their strengths. Theories are expected to show (sinple)
rel ati onshi ps between vari abl es. In conplex social environnents this is
not possible by using a sinple nodel conplex ideas are inadequately
represented. If HIll's contention that nangers and researchers were
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msled by Porter’'s ideas of generic strategy is true, it is because they
accepted themuncritically in a naive positivist framework. The argunent
made in this paper is that conpetitive strategy should be taught in a way
that recognises real world “messiness”— if this is not done the business
school graduates will be less than optimally fit for work. Teaching
strategy must also be coherent if student devel opment is optimsed. For
exanple, in many strategy courses definitions of strategy are given. This
one is found in Johnson et al (2005)

Strategy is the direction and scope of an organisation over the |ong
term which achieves advantage in a changing environment through its
configuration of resources and conpetences to neet the needs of

markets and to fulfil stakehol der expectation (Johnson et al., 2005,
page 9)
If a definition like this is wused it sets the criteria for future

learning. If Kkey concepts inherent in such definitions are not fully
explained and contextualised in subsequent topics there is a risk
confusing students and the prevention of the understanding of threshold
concepts and hence progression(Myer and Land, 2003). Badly expressed and
confusing concepts are barriers to effective |earning. Where concepts
are disputed, or even anbiguously defined in senmnal texts, it is
i mportant that students can accommbdate the rationale for those disputes
within their thinking. The stance taken in this paper that nodels that
allow a discussion of the key thresholds concepts are required so that
students are arned with the correct nmaterial to allow them to nake sense
of these concepts through group and individual study. They need to be
capabl e of thinking like critical researchers

The renai nder of this paper presents a nodel that allows the strengths of
the ideas of Porter and Barney to be utilized in an analytical franmework.
The franework al so captures how Porter’s ideas have been enhanced rather
than dimnished by the critiques outlined above. This paper further
suggests that the framework proposed will facilitate intensive analytica
procedures which produce explanations that are theoretically rooted but
take into account the conplex worlds of firnms and industries (Sayer,
2000) .

The Strategy Cube node

A nodel that allows the discussion of conpetitive strategy from both
mar ket and resource perspectives has been described by Jenkins (2004). A
framework is proposed in which products/services are described by three
vari abl es:

Rel ative | evel of consuner perceived product benefits

Rel ati ve product price to the custoner

Rel ati ve product cost to the producer
The relation between price and benefits defines the nmarket position of

t he product. The relationship between costs and benefits defined the
resource position of the product. Different segnents will buy products
with different levels of benefits. The three variables are used to

classify products into groups in the context of the whol e narket.

Rel ative | evel of perceived product benefits

Porter (1985) described products with a higher level of benefits than a
noti onal average product as differentiated. However, differentiation can
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be achieved in a nunber of ways (Canpbell-Hunt, 2000; M ntzberg, 1988)
so the concept of relative product/service benefit level wthin a
particular range of functionally simlar products is proposed. Benefits
can result from both tangible and intangible product features. Sone
purchasers will forego benefits to get lower prices and sone wll be
prepared to pay nmore for nore benefits. Qearly this nodel has nany of
the linmtations of the previous mobdels - problens with defining and
neasuring benefits — are all features beneficial. However, if the
analysis is case specific with respect to a firm or specific group of
firms this becomes | ess troubl esone.

The rel ative product price

The product price is the amount of noney that the buyer pays for the
product. The actual price plus consuner surplus equals the price that the
consunmer would be prepared to pay, the perceived use value. Consuners
seek to maxim se consuner surpl us.

The rel ative product cost

Product cost is the cost of producing and delivering the product to the
custoner. The average total product cost is a conbination of fixed cost
and variable cost. The ability to share cost anpbngst products when they
share resources is a potential source of cost advantage. |If fixed costs
can be spread over large volunes wuntil nmarginal revenue equates to
mar gi nal cost, average unit costs reduce and profits increase.

Model | i ng product positions

An assunption inherent in Porter’'s concept of generic conpetitive
strategy is that for functionally simlar products costs increase as
product features increase. Porter inplies that, wthin a range of
products, as benefits increase so will price. However, if the market is
popul ated by innovators, the dynamics of the nmarket may disturb this
positive relationship, and narkets can operate a way from such a
posi tion. Barney argues that in the absence of outside shocks
equilibriuns nmay be established where sone firnms can have superior
resource positions to others 1.e. cost/features (inplying benefits)
ratios will differ. These are the situations where sustained conpetitive
advant age exi sts. In this paper, for the sake of sinplicity, benefits
are broadly considered to be directly nmapped to features (in specific
cases this may not be the case, especially where decisions are being nade
about | ow cost/price positions).

A framewor k has been devel oped and is used to discuss the inplications of
the conpetitive stances that conbinations of the variables, relative
price, relative cost and relative level of benefits, define. Ni ne
reference points have been defined, eight where each of the three
variables takes two values relatively high and relatively low and the
average product, which has a notional average |evel of benefits at an
average price and cost. These positions can be depicted on a matrix
(Figure 1) and by positions in a cube (Figure 2). Again the notion of
relatively high, relatively low and average requires interpretation by
t he researcher/student/ manager/ anal yst.

The eight extrenme positions are represented as the corners of a cube
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with the average product at the centre. Oher products can be located in
internedi ate positions. The whole cube can be represented by considering
vol umes proxi mate to each position.

Figure 1: The Strategy Matrix

Rel ati ve Rel ative | Relative |ldentit . .

Level of Cost Price y Eggit Hgﬁ O Strategies Proximate To

Benefits Letter

H gh hi gh hi gh A Focus differentiation strategies
Untenable in |l ong run because
internal costs too high, but may be

Hi gh hi gh | ow B adopted to gain market share and
reduce costs through econom es of
scal e

H gh | ow hi gh C Market differentiation with | ow cost

. . Unt enabl e, consumer unlikely to

Low hi gh hi gh D choose over standard product

Low | ow | ow E This woul d be a tenable position for
a firmconpeting on price

H ah | ow | ow = Mar ket differentiation with | ow cost

9 and price

Unt enabl e, consumer may choose under

Low hi gh | ow G some circunmstances too costly for
producer to sustain

Low | ow hi gh H Unt enabl e

aver age aver age aver age |

Figure 2: The Strategy Cube

C
3
= A
HIGH | —
' K D
i« |
PRICE . E'n’ ) HIGH
LSRRI S -
BENEFITS
!-’--
i
LOW E |
—.’” G
COST
LOW HIGH

The Strategy Cube and other nobdels: Table 2 shows how the positions in
the three npdels discussed in this paper can be nodelled using the
strategy cube (assunes at a specific point in tinme) It is also possible
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to nmore fully capture concepts of conpetitive strategy within segnments by
nmodel ling multi-product/multi-segment markets by characterising the
market as a large outer cube representing segnments/product groups wthin
the market as smaller cubes, see figure 3

C

Specific’
Product
group

PRICE

\ BENEFITS
E

Figure 3: The Strategy Cube divided into product groups

Tabl e 2: Representing other nodels on the Strategy Cube

Model Mbdel position Position in Coment ary

cube
Porter’s Focus: cost E This suggests a small segnent but
Generic | eader shi p not necessarily. If a low cost
strategy product displ aces other products

around it or | eads conpetitors to
realign their strategies then the
standard product is redefined
This may be the case in the
European airline industry. Thus
it may be that the short and | ong
haul airlines markets are two
quite distinct entities. In the
short haul market the “no frills”
product” has “the |argest market
share. Thus there is a limted
range of products in some nmarkets

Focus: A This suggest a snall segnent
differentiation

Br oad Bet ween | and There maybe a nunber of viable
differentiation A posi tions.
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Br oad cost
| eader shi p

Bet ween E and
|

There are likely to be only a few
positions

Not vi abl e
strategies
= Stuck in the

H G D and B,
under those
ci rcunst ance

There may be places where thee is
not bal ance between price and
benefits that consuners find

m ddl e when a nove attractive ORis not viable froma
because of cost benefits point of view
scal e
econoni es
isn't
possi bl e
The Strategy No frills E As above
cl ock Focus: A As above
differentiation
Br oad Bet ween | and As above

differentiation

A

Price | eadership

Bet ween E and
|

Johnson et al acknow edge a
rel ati onship between price and
cost

Hybrid strategies

Around the

l'i ne between
I and the
centre of the
pl ane ABCF

To gain higher benefits at
noderate prices and costs through
the inplied skilful use of
resources. |f conpetitors nove
the sane away the standard product
is redefined. |If conpetitors do
not nove the sane direction

wi t hout environnmental shocks
ultimately the standard product
will be also redefined as
conpetitors | ose market share

Failure Strategies

Any point on
the line HD

H but al so see comments above
about non —viable strategies

Thonpson et
al.’s Five
generic

strategies

Best cost provider

As For the strategy clock Hybrid
strategies

Ot her strategies

Are the sane
as Porter’s

Expl ori ng theoretical

Econoni es

strategies
manuf act ured and/ or
In sone instances when there
pay a high enough price to cover the
of a product
can be shared over

grades of

probl ems ( Ski nner,

opti on.

of managenent

make

t hat

| ar ge

are bound up in

which they operate. |If
then focused suppliers are unlikely to exist.
pr oduct

scale and

to manage diversity;
li nks between activities that
this sense

ranges

scope or
will work Hil
mar ket ed t oget her
is not

mul ti

causes

suggest ed

then product “bundling”
| arger volumes. |If,
product causes custoner
1974) then limted
An additional factor that

i nterna

chaos
that if
scal e econonies could be achieved
a large enough segnent
costs of the production and delivery
may be a route by which fixed costs
however,
perception
range supply may be
shoul d be considered is the ability
some managenent
escape ot her
is necessary to recognise the key inportance of
the capacities of people and
range suppliers can gain such advantages

managenent

i deas using the Strategy Cube

where focus
could be

and conf usi on:
product s

prepared to

supplying different
and production/delivery
the best

teans may be able to
managenent teans. In
resources
the systenms within

Equal | y when the supply of
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marketing inconpatibilities, then nore focussed suppliers nmay outperform
broad range suppliers. It is clearly inportant that managers can
di stinguish between areas where their conpany can grow profitably and
areas in which there are no synergies. Mnagenent systens and managers
are inportant sources of resource advantage. Canpbell et al. (1995) have
di scussed this idea in a corporate context by using the concept of
parenting. However, a business nmodel successful in one period nay becone
unsuitable over tine (Mller, 1991, MGahan, 2004). The strategy cube
can be used to discuss these areas and evaluate the volunme of the cube
that is viable for one organisation to manage. This can lead to the
di scussion of questions in the “Real Wrld", for exanple: Wiy do car
firms have many product ranges? Wy have “full service” global airlines
historically failed in the no-frills sector? Are there points in the
cube that are inconpatible in sone industries but conpatible in others?
VWhat are the particular circunstances that nake this so? Wy?

I nnovati on and the dynami cs of conpetitive advantage

If afirmis in a stable environment and resources are inmtable we woul d
find a positive relationship between cost and benefits (and rationally
price), i.e. as one increases so would the others. The only non-inmtable
source of cost advantage would be scale. If a firm produces an
i nnovation that gives it a non-scale advantage then it can disturb this
rel ati onshi p. Bogner et al. (1999) have discussed the difficulty in
sust ai ni ng resource advantages which are enbedded in people and that when
key personnel |eave organisations their contribution to the devel opnent

of future resources goes with them They distinguish between unique
resour ces, which give current conpetitive advantage, and core
conpetences, those people based resources that create future unique
resour ces. I f these human resources can nove around industries then the
firm has limted ability to protect this kind of resource. Resource
immtability exists but for only a short period. In this situation the

cube nodel can map how one firm can nove to a position in the cube that
allows it to produce product benefits that no one else can, either at the
sanme cost or at all. This would place the innovative firm around the
line CF in the cube. However, a firmnay be able to convert a tenporary
conpetitive advantage into a longer term one by capitalising on its
superior position. Oganisation learning and the building of conplex
intangible relationships may limt imrtability and produce sustainable

conpetitive advantage. |n the above circunstances the idea of a standard
product then becones redefined as the axis of the cube is adjusted to
match the new perception of the product. This is readily denbnstrable
when ordinary products |ike <cars, televisions and conputers are
consi dered. What was once at point | nove to a position nearer to the
pl ane ABCF.

The Strategy Cube in student case analysis

The argunent made is this: the strategy cube because it has three
variables which wuses both narket and resource position variables
(benefits as stated above serves both as custoner perceived benefits and
beneficial feature). It draws students’ attention to the conplex nature
of strategy as defined in Johnson et al’'s definition. It is also taught
as a mapping tool to think about the ideas of the resource based schoo
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and the positioning school at the sane tine. Whet her this has been
successful can be judged by examining two student answers to question
about the conpetitive strategy of BMAN these are shown in Appendix 1.
Not e: these students’ first |anguage is not English

An exanination of the answers indicates sone appreciation of the conpl ex
nature of conpetition, strategy and conpetitive advantage. Unfortunately
the answers are indicating clains about costs that need nore
clarification. It is intended to exam ne nore student answers and nodify
the taught input on the basis of those answers. In this way it is hoped
to identify the key (threshold) conpetences that students need to know to
have a “professional” grasp of conpetitive advantage,

Concl usi on

Over the last 25 years, since Porter introduced his generic strategy
framework, the teaching of conpetitive strategy in business schools has
been dogged by a search for a variant of that nopdel that can
straightforwardly classify a firnis strategy into distinct and limted
cat egori es. This search has al so been influenced by the resource based
view and he possibility of an alternative perspective on conpetitive
advant age. This paper has argued that an appropriate way to understand
the conpetitive behaviour of firms is to use intensive studies based on
both ideas of market position and resources. To this end a franework, the
strategy cube has been proposed to support such studies. An exam nation
of student assignnents using this nodel indicates that some progress has
been nmade about getting students to think nore deeply about conpetitive
advantage (this is the only tinme this approach has been used). However,
there are still areas where student wunderstanding needs to further
probed. In future it is intended to interview students about their
assignnments in order to gain a greater understanding of those concepts
they find troublesone. This process wll be further illumnated by
interviews with teachers of strategy. In this way it is hoped to devel op
a nore professional approach to teaching strategy.

This last anbition is coherent with the ideas expressed by Bennis and
O Tool e (2005) of devel opi ng professional managers with enhanced critical
thi nking skills.
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Appendi x 1
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Figure 13 — Applying Strategic Cube Framework to BMW (Jenkins 2004)

On applying this framework (strategic cube) on BMV (as shown in Figure 13
and Table 4) it is seen that all the dots (BMN nodels) are all on one
line fromA to |, where A representing high benefits, high cost, and high

price and | representing average benefits, average cost, and average
price. Rolls-Royce (Phantom nodel) is placed on point A of the cube and
BWV 1 and 3 Series are near to |. Wder the dots around the cube, it can

be said that the firmis in reducing the risk i.e. through the process of
diversification. In case of BMN the dots are closer and on one line.
Thus, it can be said that the BMVfirmis successful in achieving its
synergy in terns of market, cost, and resource (i.e. increase efficiency,
share expertise, reduce <cost by achieving econonies of scale in
production, pool resources, increase nmarket share, increase revenue from
wi de range of segnents, etc

St udent 2

BMW t akes advantage of economes of scale which reduces the unit costs
significantly with quantity; one of the najor aspects of barriers to
entry (Porter, 1980). As a differentiator, BMN it offers products with
hi gh level of perceived benefits than average (Jenkins 2004). According
to Jenkins (2004) nodel, BMW products should be positioned close to the
plan ABFC on the strategy cube; see Appendix, Figure-3. Position A is
the differentiator through high benefits which incur high cost and high
price; this is position of Rolls Royce Phantom The assunption here is a
linear relationship between cost, price and benefits as Porter suggested.
Due to conpetition at this niche of the market, the challenge for BMNis
to find out what benefits will justify certain price or vice versa.
Another challenge for BMWVW is to maintain the perceived benefits high
enough to mamintain the linear price-benefits relationship as custoners
change their views and what was perceived as luxury feature at certain
time could be seen as nodal |ater. For the rest of products, the
current position of BMNis close to |; average cost with average price
and average, benefits or slightly above. As this segnent is popul ated
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with innovators, the dynamic of the nmarket wll disturb the |inear
rel ati onship between cost, price and benefits. According to proposition
11a, above average profit wll be conpeted away wthout collusion

(Jenkins 2004).

In car market, conpetitors are imtating each other, although there wll
be a period that BMVw || benefit from being differentiator, however, as
conpetitors develop nore efficient nmethods of production, no long-term
advantage will accrue and all gains will be passed to custoners (Jenkins
2005). Custonmers therefore will perceive above average benefits as
average or below This neans, there is a risk of BMN products to nove
froml to the |low benefits frontier HDEG As positions D, G and H are
unt enabl e, BMW products will nove to position E and |oses its position as
differentiator (Jenkins 2004).

Positions close to B could be used to lunch products as short term
marketing strategy, like 1l-series or discounting existing nodels. It is
essential before inmplenmenting such strategy to know how custoners
perceived value as a function of benefits and price. There is always a
risk that position of the product could nove towards E via | as with tine
custoners wll perceive high benefits as low or nodal. Assumng
custoners’ perceptions kept the same, as BMWN can’t keep new products, or
di scounted, at position B for long tine, if BMNincreases the price after
short introductory period, new products, or discounted, could nove to
current position for existing nodels (1).
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