33. Porter’s Strategic Matrix

1. Fill in the gaps
Business guru Michael Porter believes there are ‘generic’ strategies that need to be considered by every business in every market. Generic means fundamental and unchanging. He does not think that every firm should come up with the same answers; but they should all ask the same _______________________: Where are we positioned in our marketplace? Is it really where we want to be? Is everything we do focused on that position?

Porter says there are two polar opposites in every market: i. you could be the lowest cost operator or ii. the most highly differentiated operator. Lowest cost gives you the option of setting the ____________________ prices (and there will always be buyers for the cheapest goods on the market) while being the highest differentiated gives scope for setting the ___________________ prices (and still finding willing buyers). The key thing Porter warns against is confusing your staff and your customers about where you stand; don’t be a piggy in the middle. 
2. Would Porter approve or disapprove of the following? (Briefly explain your answer)

2.1 This advertising slogan: ‘Good Food Costs Less at Sainsburys’______________________________________
______________________________________________________________________________________
2.2 A decision by Mercedes to cut its stocks by offering Buy One Get One Free___________________________

______________________________________________________________________________________ 

2.3 Ryanair focusing its advertising on improved customer service. _____________________________________
______________________________________________________________________________________
3. 
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3.1 Add Porter’s 4 categories onto the above matrix: cost leadership; focused differentiation; differentiation; focused cost leadership.

3.2 When Primark started in the 1990s it just offered cheap clothing – originally just in Ireland. Then and now its operational focus has been on cost minimisation. Today it is one of Europe’s biggest fashion retailers. Show on the matrix Primark’s position when it started and its position today.    
4. Strategic response
Sales at clothes shop Next plc have been squeezed in recent times from below by Primark, from above by Ted Baker and from the side by stores with a younger image such as Topshop and Forever21. Does Next need to find a new position in the clothing market? If so, what might it be?

_____________________________________________________________________________________
_____________________________________________________________________________________
______________________________________________________________________________________

33. ANSWERS – Porter’s Strategic Matrix
1. questions … lowest … highest
2.1 Porter would hate to see such a mixed message. Is Sainsburys ‘the best’ or is it ‘the cheapest’. Porter would (and did) advise the management to make its mind up.

2.2 Clearly crazy. Porter would have a fit. The reputation of Mercedes is built on quality and class; it’s very highly differentiated. This could set its brand image back 50 years.

2.3 Ryanair’s reputation is built on its low-cost mindset – leading to low prices. it isn’t British or Emirates Airline. Porter would disapprove.
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3.1 As Above   
3.2 As above
4. The text makes it clear that Next is a piggy in the middle of the clothing retail business (a bit like Marks and Spencer). It needs to make a decision about where it wants to be. If it wants a differentiated position, it must research among its customers to find out the right one for them: higher/faster fashion? Younger age group? Older age group? What is hard to believe is that the business would succeed by trying to take on Primark at the low-cost/low-price end of the market.
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