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ACROSS MARKETS AND BORDERS CHAPTER 12

Abstract

Business strategy concerns the disciplined choices through which an organization defines where it will
compete, how it will create and capture legitimate value, which capabilities it will build, what it will refuse to
do, and how it will renew itself as conditions change. This chapter develops the general strategic-
management foundation required before multinational strategy is studied in Chapter 15. It integrates
purpose and objectives, macro-environment and industry analysis, Five Forces, competitor analysis, strategic
groups, resources and capabilities, VRIO, dynamic capabilities, value chains, activity systems, generic
strategies, corporate scope, diversification, vertical integration, alliances, strategic choice, scenario planning,
execution, strategic control and renewal. Capitec Bank anchors the African analysis, illustrating how a
focused low-cost simplicity logic can evolve into a broader financial-services ecosystem without losing
strategic coherence; IKEA provides a comparative global case on affordability, trade-offs and omnichannel
renewal. Christian moral reasoning treats strategy as accountable stewardship of power and resources,
requiring truthful diagnosis, legitimate profit, human dignity, justice, service and responsibility for
foreseeable consequences.

Keywords: business strategy; competitive advantage; Five Forces; resource-based view; VRIO; dynamic
capabilities; strategic positioning; corporate strategy; strategy execution; strategic renewal

Learning Outcomes
By the end of this chapter, the reader should be able to:

“ Learning outcome

Define strategy as an integrated pattern of diagnosis, choice, commitment, coordinated action and renewal, and distinguish

1 strategy from mission statements, budgets, operational excellence, goals and plans.

9 Distinguish corporate, business, functional and operating levels of strategy, and explain how purpose, mission, vision, values,
objectives, legitimate profit and moral constraints relate without becoming interchangeable.

3 Conduct a strategically relevant macro-environment scan that identifies mechanisms, uncertainties and implications rather than
merely listing PESTLE factors already introduced in Chapter 1.

4 Apply Porter’s Five Forces, competitor analysis, strategic-group analysis and industry-evolution reasoning, while explaining
their assumptions, evidential requirements and limitations.

5 Analyze firm-specific sources of advantage using resources, capabilities, VRIO, core competence, path dependence, isolating
mechanisms and evidence from resource-based research.

6 Explain dynamic capabilities as the capacity to sense, seize and transform under change, distinguish them from ordinary
capabilities, and critically evaluate claims that “agility” automatically creates superior performance.

7 Map a value chain and activity system, distinguish a business model from strategy, and explain why fit among activities can be
harder to imitate than a single visible practice.

3 Compare cost leadership, differentiation, focus, hybrid and value-innovation approaches, identifying the trade-offs, enabling
capabilities and conditions under which each can create or destroy advantage.

9 Evaluate corporate-scope choices involving diversification, vertical integration, outsourcing, make-buy-ally decisions, strategic
alliances, joint ventures, mergers and acquisitions, and portfolio logic without confusing growth with value creation.

10 Generate and evaluate strategic options using explicit criteria for suitability, acceptability, feasibility, moral legitimacy, risk,
reversibility and strategic fit, while drawing on the decision tools of Chapter 5 rather than duplicating them.

11 Use scenario planning, signposts, stress testing and strategic-option logic to reason under uncertainty without treating scenarios
as forecasts or probabilities unless evidence supports those claims.

12 Translate strategy into execution through resource allocation, structure, decision rights, culture, leadership, capability building,
change and disciplined implementation.

13 Design a strategic-control architecture using leading and lagging indicators, the Balanced Scorecard, strategy maps, review
routines and assumption monitoring while recognizing measurement gaming and moral hazard.

14 Explain strategic renewal through exploration, exploitation, ambidexterity, dynamic capabilities, reconfiguration and

disciplined exit, and identify common causes of strategic inertia and failure.

Apply Christian moral reasoning alongside consequentialist, deontological, virtue, justice, stakeholder and rights-based
15 perspectives to strategic dilemmas involving market power, layoffs, predatory conduct, acquisitions, data, competition,
community effects and stewardship.

Use the Strategic Stewardship Protocol to develop and defend a coherent strategy that is evidence-based, economically credible,

16 executable, morally legitimate and capable of learning over time.
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Concept Map and Chapter Roadmap

STRATEGIC MANAGEMENT AS A DISCIPLINED CYCLE

edinled I DIAGNOSIS CHOICE EXECUTION RENEWAL

BOUNDARIES

S~ /

EVIDENCE * TRADE-OFFS « HUMAN DIGNITY « STEWARDSHIP « ACCOUNTABILI

Strategy is not a plan document. It is a continuing discipline of diagnosis, commitment, coordinated action and learning.

Figure 12.1. Strategic management as a disciplined cycle from purpose and diagnosis through choice, execution and renewal.
Source/Note: Author’s synthesis, integrating Andrews (1971), Porter (1980, 1996), Mintzberg and Waters (1985), Rumelt (2011), and dynamic-capability
perspectives.

The approved purpose of Chapter 12 is to provide the general strategic-management foundation required
before the multinational strategy of Chapter 15. The immediate prerequisite is Chapter 11, which showed
how operational capabilities convert promises into reliable performance. Strategy begins one level above
that question. An organization may be able to manufacture faster, distribute more reliably, price more
efficiently or serve customers more consistently, but capability alone does not decide which customers it
should prioritize, which industry position it should pursue, which activities it should own, which businesses
it should enter or exit, or which future it should prepare to confront.

The chapter therefore owns the general logic of competitive and corporate strategy. Sections 12.1-12.4
establish strategy, strategic purpose, levels and intellectual foundations. Sections 12.5-12.7 move from macro-
environment interpretation to industry structure, competitors, strategic groups and industry evolution.
Sections 12.8-12.10 develop resources, capabilities, VRIO, dynamic capabilities, value chains and activity-
system fit. Sections 12.11-12.15 examine competitive positioning and corporate scope. Sections 12.16-12.18
develop strategic choice, uncertainty, scenarios, risk and resilience. Sections 12.19-12.21 move from execution
and strategic control to renewal. Sections 12.22-12.23 apply the architecture to substantial African and
comparative global cases. Section 12.24 integrates faith, ethics and moral reasoning. The final sections
provide a professional strategy protocol, recurring errors, synthesis, questions, cases, an evidence exercise,
references and further reading.

SCOPE BOUNDARY | Chapter 12 owns general business and corporate strategy. It uses the decision architecture of
Chapter 5, leadership and organizational behaviour from Chapter 6, knowledge and talent capabilities from Chapter 7,
accounting evidence from Chapter 9, customer-value logic from Chapter 10 and operational capability from Chapter 11
without reteaching them. It does not teach comparative advantage or regional-integration economics, which belong to
Chapter 14; multinational internationalization theory and global configuration, which belong to Chapter 15; international
marketing and entry execution, which belong to Chapter 16; international finance and investment valuation, which
belong to Chapters 17-18; trade law and commercial diplomacy, which belong to Chapter 19; or technology and
sustainability strategy, which belong to Chapters 20-21. Chapter 13 develops the book-wide ethics, citizenship and
corporate-governance architecture in full. This chapter applies moral constraints to strategic choices but does not replace
that comprehensive treatment.
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Opening Case: Capitec Bank and the Strategic Problem of
Growing Without Losing the Logic That Made Growth Possible

A successful strategy can become endangered by its own success. What begins as a clear position aimed at an
underserved customer can accumulate products, channels, technologies, acquisitions, businesses and
managerial layers until the organization is larger but less coherent. The strategic problem is not simply
whether to grow. It is whether the activities added during growth reinforce the original logic of value
creation or quietly dissolve it.

Capitec Bank offers an unusually instructive African case. It entered South African banking with a
proposition built around simplicity, transparency, accessibility and affordability. Over time, this logic helped
the institution expand far beyond the narrow profile of a conventional low-cost transactional bank. For the
financial year ended 28 February 2026, Capitec reported headline earnings of R16.848 billion, up 23%, return
on equity of 31%, approximately 25.8 million active clients and 15.3 million banking-app clients (Capitec
Bank Holdings Limited, 2026a, 2026b). These are company-reported financial and operating signals, not
independent proof that each strategic initiative caused the reported performance. They are nevertheless
strong evidence that the organization now operates at a scale where strategic coherence matters materially.

The composition of the business has changed as well. Capitec reported that Personal Banking contributed
41% of Group headline earnings, Insurance 27%, Fintech and value-added services 26%, and Business
Banking 5%. The bank described a broader ecosystem that includes payments, insurance, value-added
services, Capitec Connect, business banking and the acquired AvaFin business. Business Banking reported
rapid growth in entrepreneurs and businesses served, while Capitec Connect had become a material digital-
services activity. The strategic question is therefore no longer merely how to offer simple retail banking. It is
how to extend a distinctive set of capabilities into adjacent domains without becoming a conglomerate of
unrelated initiatives.

This distinction matters because relatedness is not determined by management enthusiasm or by a shared
logo. A new business is strategically related when the parent can transfer or share capabilities, customer
access, data, brand trust, distribution, infrastructure, risk systems, knowledge or other resources in ways that
create additional value after accounting for coordination cost and risk. A mobile virtual network operator
can deepen a banking relationship if customer access, payments, rewards, data services and digital
engagement genuinely reinforce one another. Insurance can strengthen a financial ecosystem if
underwriting, distribution, customer understanding and service fit can be integrated responsibly. Business
banking can extend a brand associated with accessible financial services into a segment whose needs are
different but not wholly unrelated. Yet every adjacency also raises the danger of complexity, dilution,
regulatory exposure and managerial distraction.

Capitec's 2026 reporting makes the trade-off visible. The organization emphasizes continued simplification
and lower fees while also investing in data, artificial intelligence, fraud prevention, credit, connectivity and a
broader financial-services ecosystem. It reported returning more than R1 billion to clients through lower
fees, pricing reductions, rewards and related savings, while simultaneously expanding into activities that
require more sophisticated risk systems and organizational capability (Capitec Bank Holdings Limited,
2026a). A strategist must ask whether these activities reinforce a coherent position or merely increase
revenue diversity.

The case also exposes the limits of simplistic strategy slogans. “Customer centricity” cannot substitute for a
choice about which needs will be served and which will not. “Digital transformation” cannot substitute for a
theory of how technology changes willingness to pay, cost, switching behavior or capability. “Diversification”
cannot be assumed to reduce risk if the new businesses are operationally or reputationally correlated.
“Scale” cannot be treated as a benefit when scale raises complexity faster than the organization can govern it.
The relevant question is whether the system of activities continues to create value that customers recognize,
that rivals cannot easily reproduce, and that the organization can capture without violating legitimate moral
and regulatory constraints.

Table 12.1. Capitec 2026 strategic signals and the questions they raise.

Strategic signal Company-reported 2026 value

OPEN CHRISTIAN PRESS | 5



ACROSS MARKETS AND BORDERS CHAPTER 12

Strategic signal Company-reported 2026 value

Does scale reinforce unit economics, data,
Active clients Approximately 25.8 million trust and distribution, or create complexity
that weakens service and control?

Is digital adoption a source of lower cost and
Banking-app clients 15.3 million better access, or merely channel migration
that competitors can copy?

Which parts reflect durable advantage
Headline earnings R16.848 billion, up 23% rather than favorable cycle, credit
conditions or accounting period effects?

Are adjacent activities truly related through

Earnings mix Personal Banking 41%; Insurance 27%; capabilities and customer relationships, or
g Fintech/VAS 26%; Business Banking 5% is the portfolio becoming strategically
diffuse?

Does connectivity reinforce the financial
ecosystem strongly enough to justify
ownership and managerial attention?

About 1.5 million active clients in the

Capitec Connect preceding three months

Can a retail-banking simplicity logic transfer
Businesses and entrepreneurs served 456,000, reported up 71% to business customers whose needs and risk
profiles differ?

Source/Note: Capitec Bank Holdings Limited (2026a, 2026b). Values are company-reported and should be
interpreted with normal reporting, attribution and causal-inference caveats.

MANAGERIAL INSIGHT | Growth is not a strategy. A strategic position becomes stronger when expansion reinforces the
system that creates customer value, lowers cost, deepens capability or increases defensibility. Expansion weakens strategy
when it adds revenue but destroys focus, creates coordination burdens, obscures accountability or shifts the firm into
activities where it has no parenting advantage.

The opening case gives the chapter its central problem: How should an enterprise choose where to compete,
how to win, what to own, what to refuse, how to execute and when to renew its commitments without
confusing growth, efficiency or fashionable initiatives with genuine competitive advantage?

12.1 Why Business Strategy and Competitive Advantage Matter

Chapter 11 ended by distinguishing operational capability from competitive choice. A firm can achieve high
quality, low defects, reliable logistics and disciplined procurement while still occupy an unattractive strategic
position. If every rival can obtain similar capabilities, operational excellence may become a condition of
survival rather than a source of superior value capture. Conversely, a clever strategic position that cannot be
executed reliably is only an aspiration. Strategy therefore links external opportunity, internal capability,
organizational commitment and long-term adaptation.

At its core, strategic management addresses persistent differences in organizational performance. Why do
some firms create more value, sustain customer preference, earn superior returns, survive disruption or
adapt to change while apparently similar firms do not? Research has resisted any single answer. Industry
structure matters because bargaining power, entry barriers, substitutes and rivalry affect the value available
for firms to capture. Firm-specific resources and capabilities matter because organizations differ in what
they know, own and can repeatedly do. Corporate ownership matters because diversification and integration
can create or destroy value. Managerial cognition matters because leaders interpret uncertainty imperfectly.
Institutions matter because the same strategy can produce different consequences under different rules,
infrastructures and social expectations.

Meta-analytic evidence supports this plural view. Vanneste (2017) synthesizes the literature on industry,
corporate and business effects and concludes that performance differences are not reducible to one level of
analysis. Resource-based evidence similarly finds a positive association between strategically valuable
resources and performance, but not one so large that possession of a resource can be treated as destiny.
Crook et al. (2008), combining 125 studies and more than 29,000 organizations, reported a corrected resource-
performance association of about .22, stronger when resources met the theoretical criteria of strategic value.
The practical implication is important: strategy is neither “pick a good industry” nor “build great
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capabilities.” It is the disciplined alignment of a position with a system of capabilities under real competitive
and institutional conditions.

Strategy also matters because environments are not static. As of mid-2026, firms face a combination of trade-
policy uncertainty, geopolitical risk, technology investment, changing supply chains and divergent growth
conditions. The IMF's July 2026 World Economic Outlook Update described elevated policy and geopolitical
uncertainty, continuing trade fragmentation risk and a technology cycle that could generate both opportunity
and valuation risk (International Monetary Fund [IMF], 2026). These are temporary conditions, not
permanent laws of strategy. Their relevance is methodological: strategies should be tested against
uncertainty rather than extrapolating one recent environment indefinitely.

Africa intensifies the need for contextual strategy. The continent contains mature and emerging capital
markets, formal and informal distribution systems, world-class digital ecosystems, infrastructure bottlenecks,
commodity-linked economies, fast-growing cities, diverse regulatory systems and different patterns of
purchasing power. “Africa strategy” is therefore an analytically weak phrase unless it specifies the industry,
country or corridor, customer, institution, capability and time horizon involved. A viable strategy in South
African banking may not transfer mechanically to Rwanda, Nigeria, Kenya or Cote d'Ivoire. The relevant
capabilities, regulation, competition, payment systems, trust relationships and market structure can differ
substantially.

EVIDENCE CHECK | Strategy has no universal formula. Formal strategic planning shows a positive average relationship
with organizational performance in meta-analytic evidence, but the effect depends on what “planning” and
“performance” mean and on how studies are designed (George et al., 2019). Planning is therefore useful as a disciplined
process, not as a ritual annual document. A plan can support strategy; it is not strategy itself.

12.2 What Strategy Is: Diagnosis, Choice, Commitment and
Coherent Action

Strategy is one of the most overused words in management. Organizations refer to a “social media strategy,”
“training strategy,” “data strategy” or “procurement strategy” when they often mean a plan, target or set of
activities. Such language is not always wrong, but it becomes analytically weak when every intention is called
strategic. A useful definition must preserve the concept's distinctive function.

A working definition for this chapter is: strategy is an integrated pattern of choices and commitments
through which an organization seeks to create and capture legitimate value over time by positioning itself in
relation to customers, rivals, institutions and uncertainty, while configuring resources, activities and
organizational boundaries in a coherent way. This definition contains seven elements. First, strategy involves
choice. Second, choice creates exclusion because scarce resources cannot support every opportunity equally.
Third, strategy concerns value, not activity volume. Fourth, it is relational because customers, competitors,
complementors, suppliers and institutions respond. Fifth, it is configurational because activities must fit one
another. Sixth, it is temporal because today's advantage can decay. Seventh, it is morally bounded because
not every profitable position is legitimate.

Rumelt (2011) offers a useful managerial simplification by describing good strategy as containing a diagnosis,
a guiding policy and coherent actions. Diagnosis identifies the structure of the challenge. A guiding policy
establishes the general approach to dealing with it. Coherent actions concentrate resources in mutually
supportive ways. This framework is stronger than a list of ambitions because it forces a causal logic. “Become
the number-one provider,” “double revenue,” or “delight customers” may be goals, but none explains why
the organization should be able to achieve them.

Porter (1996) emphasizes a related idea: strategy requires a distinctive value proposition and a different
configuration of activities, sustained by trade-offs and fit. Operational effectiveness means performing
similar activities better; strategic positioning means performing different activities or similar activities in
different ways. The distinction should not be exaggerated. Operational capability can itself become
strategically important when it is embedded in a difficult-to-copy system. Yet Porter’s warning remains
valuable: if every competitor adopts the same benchmarking practices, technologies and management
techniques, industry productivity may rise while relative advantage disappears.
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Mintzberg and Waters (1985) complicate the picture by distinguishing deliberate and emergent strategy.
Some realized strategies follow intentions closely. Others emerge through learning, local experimentation,
unexpected opportunities and adaptation. This does not mean that analysis is useless or that strategy should
be improvisation. It means organizations need a disciplined relationship between commitment and learning.
A firm that changes direction every week has no strategy; a firm that refuses to revise assumptions after
decisive evidence has replaced strategy with rigidity.

12.2.1 Strategy is not mission, vision, objectives, tactics or budgets

The concepts are connected but different. Mission concerns why the organization exists and whose needs it
serves. Vision describes a desired future state. Values describe principles intended to govern conduct.
Objectives translate priorities into outcomes, preferably with clear measures and time horizons. Strategy
explains the chosen logic for achieving those outcomes under competitive conditions. Tactics are more
localized actions. Budgets authorize and constrain resources. A budget that allocates money to every
historical department in roughly the same proportions may be financially orderly while being strategically
empty.

Table 12.2. Distinguishing commonly confused strategic concepts.

m

Provide accessible, trustworthy
financial services

Becomes generic public

Purpose / mission .
relations language

Why do we exist and for whom?

Become the most trusted
everyday financial platform in a
defined market

Becomes an unbounded

Vision What future are we seeking? R
aspiration

Increase primary-banking

What measurable outcome must

Target detached from causal

Objective change? relationships while maintaining logic
ge: target credit quality &
Serve mass-market customers
Strate Where will we compete and how | through simplified products, low Becomes a list of initiatives
&y will we create defensible value? | fees, digital scale and selective
ecosystem adjacencies
. Intr ific fi o .
. What local action supports the troduce a specific fee Local optimization disconnected
Tactic structure or customer- "
strategy? . from position
onboarding change
Allocate capital to fraud . . . .
Budget What resources are authorized? | prevention and digital TR D e STy

preserve obsolete priorities

infrastructure

Source/Note: Author’s synthesis.

12.2.2 Strategy requires trade-offs

Trade-offs exist because time, capital, managerial attention, reputation, physical capacity and organizational
complexity are scarce. Serving one customer segment may require product simplicity that disappoints
another. Maintaining premium service can be incompatible with the lowest possible price. Owning critical
activities can increase control but reduce flexibility. Entering adjacent businesses may deepen customer
relationships but dilute management attention. A strategy that says “high quality, lowest cost, maximum
customization, fastest delivery, universal coverage and highest margin” has not made a choice; it has
described incompatible ambitions unless a genuinely different technology or business model changes the
trade-off frontier.

Trade-offs are also moral. A firm may be able to increase short-run margin by reducing safety, obscuring
terms, delaying supplier payment or making cancellation difficult. Those are not merely “strategic choices”
among neutral alternatives. They can violate duties to customers, workers and partners. The existence of a
trade-off does not imply that every option is morally available.
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12.2.3 Levels of strategy: corporate, business, functional and operating
alignment

Strategy exists at different organizational levels because choices differ in scope, time horizon and decision
rights. Corporate strategy asks which businesses, activities and ownership relationships belong within the
enterprise and how the corporate parent can add value. Business strategy asks how a particular business will
compete in a defined arena. Functional strategy translates that competitive logic into coordinated choices in
marketing, operations, finance, people, technology and other functions. Operating strategy concerns the
nearer-term configuration of processes, policies, capacity and local decisions through which functions
execute. In a small or founder-led enterprise, one leadership team may make all four kinds of choices, but the
questions remain analytically distinct.

Alignment is both vertical and horizontal. Vertical alignment requires functional and operating choices to
support the business strategy rather than maximize isolated metrics; horizontal alignment requires functions
to reinforce one another. A low-cost position, for example, can be undermined if marketing promises
extreme customization, operations standardizes for efficiency, procurement buys only on unit price and
people systems reward local autonomy without process discipline. Conversely, corporate ownership of
several businesses creates value only when business-level strategies benefit from shared capabilities,
governance or parenting advantage. Strategy therefore moves downward as coordinated constraints and
upward as evidence: senior choices set boundaries, while operational learning can reveal that the strategic
thesis is infeasible or obsolete.

STRATEGY LEVELS | A practical test is to ask what would have to change if the choice were reversed. If one
department can reverse the decision without altering customer scope, competitive position, corporate
boundaries or cross-functional trade-offs, the choice is probably functional or operating rather than business or
corporate strategy. The labels matter less than assigning the correct decision rights and preserving coherence
across levels.

12.3 Historical and Theoretical Foundations of Strategic
Management

Modern strategic management emerged from several intellectual traditions that remain useful precisely
because they ask different questions. Chandler's (1962) historical study of large U.S. corporations argued that
structure follows strategy, showing how diversification and geographic expansion created administrative
problems that required new organizational forms. Andrews (1971) developed the Harvard policy tradition
around matching internal strengths and weaknesses with external opportunities and threats. Ansoff (1965)
emphasized formal strategic planning, product-market scope and growth choices. These approaches helped
establish strategy as a general-management responsibility rather than a collection of functional decisions.

The 1970s and 1980s strengthened the economics of strategy. Industrial-organization thinking shifted
attention toward industry structure, barriers to entry, bargaining power and competitive conduct. Porter
(1980, 1985) translated this tradition into Five Forces, generic strategies and the value chain. The central
claim was that firm profitability depends partly on the structural attractiveness of the industry and partly on
the position the firm occupies within it.

A counter-movement then asked why firms within the same industry differ persistently. Wernerfelt (1984)
proposed analyzing firms from the resource side. Barney (1991) formalized the resource-based view around
valuable, rare, imperfectly imitable and organizationally embedded resources. Prahalad and Hamel (1990)
emphasized core competence. Peteraf (1993) developed the conditions required for sustained competitive
advantage, including heterogeneity, ex post limits to competition, imperfect mobility and ex ante limits to
competition. These perspectives shifted attention from market position alone toward accumulated
capabilities, knowledge, routines, reputation, relationships and path dependence.

Dynamic-capability theory then asked how firms renew resource positions when environments change.
Teece et al. (1997) defined dynamic capabilities around the ability to integrate, build and reconfigure
competencies in rapidly changing environments. Teece (2007) later organized the logic around sensing
opportunities and threats, seizing opportunities, and transforming or reconfiguring the organization.
Eisenhardt and Martin (2000) argued that dynamic capabilities can be identifiable organizational processes
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rather than mysterious sources of uniqueness and may themselves become more substitutable in highly
dynamic markets. This debate remains productive because it prevents “dynamic capability” from becoming a
label attached to any successful change.

Process and behavioral traditions challenge overly rational accounts of strategy. Mintzberg (1978) and
Mintzberg and Waters (1985) emphasize realized patterns and emergence. March (1991) explains the tension
between exploitation of existing competencies and exploration of new possibilities. Gavetti (2012) shows why
cognition and analogy matter when strategists search unfamiliar spaces. Chapter 5 already developed
cognitive bias and decision architecture; Chapter 12 uses those foundations rather than repeating them.

Relational perspectives widen the unit of analysis beyond the firm. Dyer and Singh (1998) argue that
competitive advantage can arise from relation-specific assets, knowledge-sharing routines, complementary
resources and effective interorganizational governance. This matters for alliances, supplier ecosystems and
platform relationships where value cannot be understood by examining one legal entity in isolation.

Stakeholder strategy adds a related question: can durable value creation be separated from the quality of
relationships among the parties whose cooperation makes the firm possible? Freeman (1984) placed
stakeholder relationships inside strategic management rather than treating them as an external public-
relations concern. Harrison et al. (2010) later argued that firms can create competitive advantage by
understanding stakeholder utility and allocating value in ways that sustain cooperation. These arguments do
not imply that every interest can be maximized simultaneously. They do imply that strategic analysis should
examine reciprocity, dependence, trust and distribution rather than assuming that value captured by the
firm is the only strategically relevant outcome. Chapter 13 develops the normative and governance questions
in depth.

No single theory dominates every strategic problem. Five Forces is especially useful for industry-level value-
capture pressure. The resource-based view is strong for explaining heterogeneous firm capability. Dynamic
capabilities address adaptation. Transaction-cost economics illuminates organizational boundaries.
Relational theory explains interfirm advantage. Behavioral and process perspectives explain learning,
cognition and emergence. Stakeholder approaches illuminate the distribution and legitimacy of value. Strong
strategy uses theories as lenses with scope conditions rather than as competing slogans.

Table 12.3. Major strategy perspectives and their principal questions.

. Primary unit of . . o . TN
a:a)llyt;ist ° Central question Main contribution Recurring limitation

Industry structure
/ positioning

Resource-based
view

Dynamic
capabilities

Transaction-cost /
boundary theory

Relational view

Process / emergent
strategy

Behavioral
strategy

Industry and
strategic position

Firm resources and
capabilities

Organizational
adaptation over time

Transactions and
governance

Interorganizational
relationship

Pattern of action
over time

Managerial cognition
and decision process

Where is value capture
structurally easier, and how
can a firm position itself?

Why can some firms do
things rivals cannot easily
reproduce?

How can firms renew
resource configurations as
conditions change?

Should an activity be
governed by market,
hierarchy or hybrid?

Can advantage exist
between firms rather than
inside one firm?

How does strategy actually
form and change?

How do biases, identity and
mental models shape
strategic choice?

Five Forces, strategic groups,
generic positions, trade-offs

Heterogeneity, VRIO, isolating
mechanisms

Sensing, seizing, transforming,
reconfiguration

Make-buy-ally logic, asset
specificity, uncertainty,
governance cost

Complementarity, relation-
specific assets, knowledge-
sharing routines

Learning, emergence,
incremental adaptation

More realistic assumptions
about decision makers
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Can understate firm
heterogeneity, institutional
change and collaboration

“Resource” labels can
become tautological if value
is inferred only from
success

Measurement and causal
identification remain
difficult; success can be
relabeled after the fact

Efficiency focus can
understate learning, power,
identity and moral
responsibilities

Relationships can create
lock-in, asymmetry and
coordination cost

Can become too descriptive
unless linked to disciplined
choice and performance

Does not by itself specify
the economically superior
position
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. Primary unit of . . A . s
aia):yl;ist ° Central question Main contribution Recurring limitation

Requires explicit normative
Who creates, bears and q P

Stakeholder / Firm and affected Legitimacy, distribution, reasoning; interests cannot
captures value, and what . . L
moral strategy stakeholders . . cooperation, moral constraints = always be maximized
conduct is legitimate? -
simultaneously

Source/Note: Author’s synthesis from the theories cited in the surrounding text.

12.4 Purpose, Mission, Vision, Values, Objectives and Moral
Constraints

Strategy begins with a prior question that economics alone cannot answer: what is the organization for? An
enterprise must remain economically viable, but viability is a condition of enduring service, not a complete
account of purpose. Shareholders provide risk capital and have legitimate claims. Customers, employees,
suppliers, lenders, communities and public authorities also hold legitimate interests and rights. Strategy must
therefore distinguish value creation from appropriation and legitimate profit from extraction achieved
through deception, coercion or transferred harm.

For an investor-owned firm, profit performs several essential functions. It signals whether customers value
outputs relative to the economic cost of producing them. It finances reinvestment, protects solvency, attracts
capital and rewards legitimate risk-bearing. Yet accounting profit is not a complete measure of social value,
and market success does not prove moral legitimacy. Monopoly created by political favoritism, addictive
design, environmental cost shifting, corruption or deliberate customer confusion can produce profit without
demonstrating responsible enterprise.

Mission should therefore be specific enough to guide choice. “Create stakeholder value” is too broad because
almost any activity can be justified after the fact. A useful mission identifies the human or economic problem
the organization is equipped to address. Vision should be ambitious but bounded enough to create strategic
direction. Values should operate as decision constraints rather than wall decoration. If “integrity” disappears
when a large contract depends on a bribe, it was never functioning as a strategic value.

Objectives translate strategy into observable commitments. Strong objectives combine outcome, metric, time
horizon and boundary conditions. “Grow revenue 20%” is incomplete if growth can be purchased through
uneconomic discounts, excessive credit risk or misleading sales practices. A more strategically coherent
objective might be to grow recurring customer relationships while maintaining defined contribution
economics, service standards and risk limits. Chapter 9 provides accounting measures; Chapter 10 provides
customer metrics; Chapter 11 provides operating metrics. Strategy integrates them around a causal thesis.

Christian moral reasoning treats authority over capital,
technology, labor and markets as stewardship rather than absolute ownership. Matthew 25:14-30 emphasizes
accountable stewardship of entrusted resources; Luke 12:48 connects greater entrustment with greater responsibility.
These texts do not prescribe a modern corporate strategy model. They establish a moral orientation: capability and power
increase accountability rather than reducing it.

12.5 Strategic Diagnosis of the External Environment

Chapter 1 introduced the external business environment and PESTLE-I analysis. Chapter 12 does not repeat
that catalogue. It asks a harder question: which external changes are strategically consequential, through
what mechanism, over what time horizon and with what evidence? A scan becomes strategic only when it
changes a choice.

The difference can be illustrated by a payment firm. “New data-protection regulation” is not yet an analysis.
The strategist must ask whether the rule increases compliance cost, restricts particular data uses, raises entry
barriers, changes customer trust, favors firms with stronger governance, creates localization requirements or
alters the economics of cross-border processing. The same regulatory development can be a threat to one
business model and a capability-based opportunity to another.
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A disciplined macro-environment diagnosis therefore has four stages. First, identify the change. Second,
specify the causal mechanism. Third, estimate exposure and timing. Fourth, identify the strategic implication.
The task is not to predict the world perfectly. It is to prevent major assumptions from remaining implicit.

Table 12.4. From PESTLE observation to strategic implication.

. Causal mechanism to . . . - s
External observation . . Evidence required Possible strategic implication
investigate

Changes input cost, market Tariff schedules, trade data, Diversify sourcing; delay
Trade-policy uncertainty access, sourcing risk or supplier exposure, customer irreversible capacity; redesign
investment timing elasticity product architecture
- S m port.ed—mput cost, Currency exposure, contract Natural hedges; local sourcing;
Currency volatility debt service, price . .. ; C e
i currency, pass-through behavior | pricing clauses; scenario limits
competitiveness
Changes cost of tasks, customer | Workflow data, model Selective automation; capability
Al adoption expectations, product features performance, adoption cost, building; redesign of service
and entry barriers rival capability model
Changes density, customer Geospatial demand,
L X . . . . Reconfigure channels, formats,
Urbanization access, delivery economics and | infrastructure, income, mobility .
network locations
labor pools data
Changes permissible collection, | Applicable law, data flows, Privacy-by-design; data
Data regulation transfer, profiling and system architecture, minimization; localization or
governance cost enforcement history business-model redesign

Source/Note: Author’s synthesis. Detailed legal doctrine belongs to later specialist chapters where applicable.

Strategic diagnosis must also distinguish signal from noise. News intensity is not the same as strategic
importance. A dramatic event can dominate executive attention while a slow demographic, regulatory or
technological trend quietly changes the economics of the industry. Conversely, a long-run trend can be
irrelevant to a specific three-year strategic decision if the firm's exposure is minimal. The analyst should rank
external factors by magnitude, uncertainty, time-to-impact and ability to influence or hedge.

12.6 Industry Analysis and Porter’s Five Forces

Industry analysis asks how the structure of a field shapes competition and the distribution of value. Porter’s
Five Forces remains influential because it moves analysis beyond direct rivals. Profitability can be
constrained by powerful suppliers, price-sensitive buyers, substitutes, new entrants or intense rivalry even
when the firm’s own operations are strong.

INDUSTRY STRUCTURE: FIVE FORCES WITH COMPLEMENTS IN VIEW

COMPLEMENTS &
ECOSYSTEM EFFECTS THREAT OF
NEW ENTRANTS

BARGAINING POWER RIVALRY AMONG BARGAINING POWER
OF SUPPLIERS XISTING COMPETITORS OF BUYERS
THREAT OF
SUBSTITUTES

Forces describe structural pressure on value capture; they do not determine firm performance by themselves.
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Figure 12.2. Industry structure: Five Forces with complements in view.
Source/Note: Author’s synthesis based on Porter (1980, 2008) and complementor logic from Brandenburger and Nalebuff (1996).

12.6.1 Threat of new entrants

Entry becomes more threatening when potential rivals can reproduce the required assets, acquire customers,
satisfy regulation and reach minimum efficient scale at reasonable cost. Entry barriers can arise from scale
economies, network effects, switching costs, brands, proprietary technology, distribution access, capital
requirements, regulation, learning and incumbent retaliation. A high accounting investment requirement
does not automatically constitute a durable barrier if capital markets readily finance credible entrants.
Similarly, a patent can create temporary legal protection without ensuring customers will value the protected
technology.

The strategist should identify which barriers are structural, which are firm-specific and which are politically
contingent. Dependence on politically granted protection may create economic rents while exposing the firm
to legitimacy and policy-reversal risk. Strategy should not equate a protected position with moral
entitlement.

12.6.2 Bargaining power of suppliers

Supplier power rises when inputs are concentrated, differentiated, difficult to substitute, expensive to switch,
important to the buyer's economics or supported by credible forward integration. Chapter 11 examined
procurement and supplier management operationally. Strategy asks whether the supplier structure
determines who captures value. A manufacturer dependent on a single critical chip architecture may possess
excellent internal processes yet remain structurally exposed to supplier pricing and allocation decisions.

Strategic response should begin with the source of supplier power rather than an automatic demand to
negotiate harder. A firm can redesign products to reduce dependence on a proprietary input, qualify
alternative suppliers, pool demand, develop suppliers, standardize interfaces, hold selective inventory, form
longer-term relational contracts or, where the economics justify it, integrate backward. Each response
changes a different mechanism and carries a different cost. Aggressive purchasing pressure can also be self-
defeating when it weakens quality, investment or continuity in the supplier base. The strongest strategy
therefore distinguishes legitimate bargaining from the creation of fragile or exploitative dependence.

12.6.3 Bargaining power of buyers

Buyer power depends on concentration, purchase volume, switching cost, information, price sensitivity,
backward-integration options and the importance of the seller’s offering to the buyer. Power is not identical
to customer importance. Every responsible enterprise should understand customers; buyer power
specifically concerns the ability to appropriate value in negotiation or through switching.

Buyer power also depends on the architecture of demand. A seller facing a few sophisticated institutional
purchasers may confront formal tenders, transparent price comparison and credible switching threats, while
a consumer-facing platform may face millions of individually small buyers whose collective power is
expressed through low switching costs, reviews or multi-homing. Strategic responses include genuine
differentiation, lower total customer cost, switching value created through integration, broader customer
diversification and improved service economics. Deliberately making exit difficult through obscurity or
coercive lock-in is not equivalent to creating legitimate switching value and may generate legal, reputational
and moral risk.

12.6.4 Threat of substitutes

Substitutes satisfy the same underlying need through a different solution. Airlines compete with other
airlines, but on some routes they also compete with high-speed rail, videoconferencing or changed travel
practices. Banks compete with banks, but payment and savings functions may be performed by fintech
platforms, mobile money or non-bank providers. The relevant unit is therefore the customer job, not the
conventional industry label.

Substitution pressure is therefore best assessed through relative price-performance and the full sacrifice
faced by the customer, not through product resemblance. A substitute becomes more dangerous when it
improves sufficiently on convenience, reliability, access, status, risk or total cost to change customer
behavior. Managers should monitor adoption barriers and complementary infrastructure as well as technical
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performance, because an apparently superior alternative may remain weak until standards, distribution,
regulation or habits shift. Conversely, a substitute can move rapidly once those constraints fall. The strategic
task is to understand which customer outcome is genuinely being purchased and what would cause
customers to satisfy that outcome differently.

12.6.5 Rivalry among existing competitors

Rivalry tends to intensify when growth is slow, fixed costs are high, offerings are weakly differentiated,
switching costs are low, excess capacity is difficult to exit or competitors pursue incompatible objectives.
Price competition is one form of rivalry. Innovation, service, distribution, advertising, ecosystem bundling
and capacity expansion can also redistribute value.

The framework has limits. Industry boundaries can be difficult to define, especially when digital platforms
span categories. Complementors can increase total value rather than merely compete for it. Regulation can
reshape forces quickly. Industry structure also does not explain why firms in the same industry perform
differently. Evidence across strategy research indicates that business-specific effects are substantial
(Vanneste, 2017). Five Forces should therefore be paired with resource and capability analysis rather than
treated as a complete theory.

CRITICAL DEBATE | Does Five Forces assume competition is a zero-sum struggle? Not necessarily. The framework
analyzes pressures on value capture, but value creation can expand through complementarity, innovation and
cooperation. A supplier relationship can become more productive through joint learning even when bargaining remains
economically relevant. The relational view therefore complements rather than simply rejects industry analysis.

12.7 Competitors, Strategic Groups and Industry Evolution

Industry averages can conceal meaningful differences among rivals. Competitor analysis asks what specific
organizations are trying to achieve, what assumptions guide them, which resources they possess, how they
currently compete and how they are likely to respond. Porter’s early competitor-analysis framework
emphasized future goals, assumptions, current strategy and capabilities. The objective is not industrial
espionage. It is disciplined inference from lawful and ethically obtained evidence such as annual reports,
pricing, product launches, hiring, patents, capacity announcements, partnerships and customer behavior.

Strategic-group analysis identifies clusters of firms within an industry that pursue similar positions or share
structural characteristics. Airlines can differ by network model, fleet, service level and airport choice. Banks
can differ by target segment, distribution model, pricing, risk appetite and product breadth. Mobility barriers
can make it easier to compete within one strategic group than to shift from one group to another because the
latter may require new assets, reputation or capabilities.

Industry evolution adds time. Early-stage industries often contain uncertain standards, experimentation and
high product variation. Growth can attract entrants and investment. Maturity can shift competition toward
efficiency, segmentation, consolidation and replacement demand. Decline can generate exit, harvesting,
niche strategies or consolidation. Life-cycle models are heuristics rather than laws. Digital technologies can
revive mature categories, regulation can abruptly reshape growth, and sectors can contain different stages
simultaneously.

A useful strategist therefore asks four temporal questions. What is changing about customer need? Which
capabilities are becoming commoditized? Which bottlenecks are shifting? Which assumptions about industry
boundaries or value capture would become false if a plausible technology, regulation or business model
succeeds?

AFRICAN CONTEXT | Strategic groups without stereotypes. In African retail, finance, logistics and consumer markets,
formal multinationals, regional firms, local chains, cooperatives, informal merchants and digital platforms may occupy
different strategic groups while serving overlapping customer needs. Informality should not be treated simply as absence
of strategy. Informal enterprises can possess strong local knowledge, trust and distribution advantages, although they may
also face financing, scale, documentation or governance constraints.
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12.8 Resources, Capabilities, VRIO and the Internal Sources of
Advantage

Positioning explains where an organization competes. The resource-based view asks why one organization
can execute a valuable position more effectively than another. Resources include tangible assets such as
facilities, cash, spectrum, inventory and equipment; intangible assets such as brands, patents, licenses, data,
reputation and relationships; and human or organizational resources such as expertise, routines, culture and
coordination systems. Capabilities are repeatable patterns through which resources are deployed to
accomplish tasks.

A resource is not strategic merely because management considers it important. Barney's (1991) VRIO logic
asks whether a resource or capability is valuable, rare, costly to imitate and supported by organization.
Valuable means it improves the firm's ability to exploit opportunity or reduce threat, ultimately through
customer value, cost, risk or bargaining position. Rare means relatively few relevant competitors possess it.
Inimitability can arise from unique history, causal ambiguity, social complexity, path dependence, legal
protection or costly time compression. Organization concerns structures, incentives, processes, governance
and complementary assets required to use the resource effectively.

VRIO: FROM RESOURCE POSSESSION TO ORGANIZED ADVANTAGE

COSTLY TO ORGANIZED LU Ul L
VALUABLE? RARE? SUSTAINED
IMITATE? O CAPTURE VALUET o0 NTaAsE

NO - disadvantage NO — parity NO - temporary advantage NO — unexploited advantage

VRIO is a diagnostic logic, not a guarantee. Resource value depends on customer needs, rivals, institutions and time.

Figure 12.3. VRIO: from resource possession to organized advantage.
Source/Note: Author’s synthesis based on Barney (1991, 1995).

VRIO is best treated as a diagnostic sequence rather than a scoring ritual. A valuable but common capability
produces competitive parity, not advantage. A rare capability that can be copied quickly may generate
temporary advantage. A difficult-to-imitate resource can remain economically dormant if the organization
lacks complementary systems. A resource that was valuable under one customer preference or regulation
can lose value when conditions change.

Resource-based evidence is supportive but nuanced. Crook et al. (2008) found a positive meta-analytic
association between strategic resources and performance. Newbert (2007) reviewed empirical tests of the
resource-based view and concluded that support depends on how resource value, rarity and capability are
operationalized. These findings argue against both extremes: resources matter, but “having a capability” is
not a causal explanation unless the mechanism and comparison are specified.

12.8.1 Core competence and capability systems

Prahalad and Hamel (1990) describe core competencies as collective learning that coordinates diverse
production skills and technologies. The concept is useful when a capability supports multiple products or
businesses and is difficult to reproduce. Yet managers should avoid calling every strength “core.” A core
competence should materially expand strategic options or underpin a distinctive value proposition.

Capabilities also operate as systems. A low-cost model may depend on standardized products, procurement
scale, simple processes, digital self-service, disciplined credit, low overhead and a culture that resists
unnecessary complexity. Copying one practice does not reproduce the whole system. This is where resource-
based and activity-system perspectives converge.
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12.8.2 Isolating mechanisms and the decay of advantage

Sustained advantage requires mechanisms that slow imitation or substitution. Legal protection can help, but
patents expire and trade secrets leak. Brand reputation can take years to accumulate but can be damaged
quickly. Network effects can increase defensibility but may also attract regulation or multi-homing. Data can
improve models but can become less exclusive as competitors acquire similar sources. Human expertise can
leave. Capabilities can become rigidities when conditions change.

Competitive advantage should therefore be inferred from evidence of superior value creation and capture
that persists longer than ordinary fluctuation and cannot be explained solely by favorable industry
conditions. A high margin for one year is not proof of sustained advantage. Neither is rapid growth if growth
is purchased through negative unit economics.

12.8.3 SWOT and TOWS: synthesis after diagnosis, not a substitute for it

SWOT is familiar because it summarizes internal strengths and weaknesses alongside external opportunities
and threats. Its simplicity is also its danger. Teams often fill four boxes with unranked observations, mix
internal conditions with external events, label desired outcomes as opportunities and stop before generating
a choice. A SWOT statement becomes strategically meaningful only when its evidence base, comparison
point, time horizon and causal implication are explicit. 'Strong brand' is incomplete unless the brand is
stronger than relevant alternatives, valued by target customers and connected to economic outcomes; 'Al
opportunity' is empty unless a specific task, customer need, capability or cost mechanism is identified.

Weihrich's (1982) TOWS formulation improves the tool by forcing relationships among the categories:
strengths should be connected to opportunities or threats, weaknesses should be examined for the
opportunities they block, and combinations of weakness and threat should reveal exposures requiring
reduction, redesign or exit. Even then, TOWS should synthesize the Five Forces, competitor, institutional,
resource and capability analyses developed in this chapter rather than replace them. The useful output is a
small set of testable strategic options with explicit mechanisms and evidence requirements, not a decorated
matrix.

12.9 Dynamic Capabilities, Learning and Strategic Adaptation

Ordinary capabilities enable the organization to perform current activities reliably. Dynamic capabilities
change the resource or capability base. Teece (2007) organizes this problem around sensing, seizing and
transforming. Sensing involves disciplined search and interpretation. Seizing involves committing resources
to opportunities through products, business models, investments or partnerships. Transforming involves
reconfiguring assets, structures and routines as the old configuration becomes inadequate.

The dynamic-capabilities literature provides an important corrective to static strategy, but it is vulnerable to
circular reasoning. If every successful change is labeled a dynamic capability after success occurs, the
concept explains nothing. Empirical evidence should specify the identifiable routines or managerial
processes involved before attributing performance to the capability.

Meta-analysis by Fainshmidt et al. (2016) found a positive corrected association between dynamic capabilities
and organizational performance, with meaningful moderators. Karna et al. (2016) found that ordinary and
dynamic capabilities both matter and that environmental dynamism strengthens the performance effects of
both. These findings caution against treating ordinary capability as obsolete in turbulent environments.
Adaptation is valuable only when the organization can still execute reliably.

A 2026 systematic review of dynamic capabilities in exporting similarly finds a fragmented literature and
emphasizes the need for more precise taxonomy and evidence about which capabilities matter at which
organizational level (Dayangan & Aykol, 2026). The durable lesson is not “be agile.” It is to build specific
mechanisms for sensing, experimentation, resource reallocation, partner reconfiguration and learning while
preserving core reliability.

12.9.1 Path dependence and capability traps

Capabilities are historically accumulated. This creates advantage because rivals cannot instantly buy the
same experience, relationships or routines. It also creates inertia. An organization that became successful
through one technology, channel or customer can interpret new evidence through the assumptions that
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produced past success. Tripsas and Gavetti's (2000) study of Polaroid demonstrates how managerial cognition
and accumulated capability can constrain adaptation even when technological competence is substantial.

Helfat and Peteraf (2003) describe capabilities as having lifecycles: they can emerge, develop, mature, branch,
retrench, renew or retire. This language helps strategists avoid two opposite errors: assuming that a
historically valuable capability will remain valuable indefinitely, and abandoning a mature capability merely
because it is no longer novel. The relevant question is whether the capability still supports the chosen
position under current and plausible future conditions, and whether the organization can redeploy or renew
it before path dependence becomes rigidity.

The strategic problem is therefore double-edged: history is both resource and constraint. Renewal requires
distinguishing what is causally essential to the firm's advantage from what is merely familiar.

12.10 Value Chains, Activity Systems, Business Models and
Strategic Fit

Porter's (1985) value chain decomposes the firm into activities through which value is created and cost
incurred. Primary activities include inbound logistics, operations, outbound logistics, marketing and sales,
and service; support activities include infrastructure, human resources, technology development and
procurement. Chapter 11 developed many of these activities operationally. Strategy uses the value chain to
ask where differentiation, cost advantage, coordination or bargaining power arises and how activity choices
reinforce the position.

The value chain should not be used as a rigid template. Service firms, platforms, financial institutions and
digital businesses often require adapted activity maps. The important question is which linked activities
determine willingness to pay, cost, speed, risk, trust or learning.

Business models were introduced in Chapters 1 and 8. A business model describes how value is created,
delivered and captured through customers, activities, resources, partners, revenues and costs. Strategy goes
further by addressing relative position and defensibility. Two firms can use broadly similar business models
while pursuing different strategic positions. A marketplace model, for example, does not explain whether the
firm competes through lowest total transaction cost, premium trust, specialized selection, geographic density
or integrated services.

STRATEGIC FIT: ADVANTAGE AS A SYSTEM OF REINFORCING CHOICES

TARGET
OMER

BOUNDARIES PROPOSITION

CLEAR
POSITIONING

OPERATIONS

T &
REVENUE LOGIC

TECHNOLOGY

Fit makes imitation harder because rivals must replicate a coherent configuration rather than one visible practice.

Figure 12.4. Strategic fit: advantage as a system of reinforcing choices.
Source/Note: Author’s synthesis based on Porter (1996) and resource-capability perspectives.

Porter (1996) distinguishes three forms of fit. First-order fit is consistency between activities and the overall
position. Second-order fit occurs when activities reinforce one another. Third-order fit involves optimization
of effort across activities. The deeper point is systemic: imitation becomes harder when a rival must
reproduce an interconnected configuration rather than one visible feature.
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A simple economic reminder helps connect strategy to value. If a customer’s willingness to pay is WTP and
the economic opportunity cost of the resources used is OC, total value created per unit can be represented
conceptually as:

Value created = WTP - OC

The firm captures some of that value through the spread between price and its economic cost, customers
retain surplus when WTP exceeds price, and suppliers or employees may capture part through payments
above their next-best opportunity. Strategy changes both the amount of value created and how it is
distributed. The equation is a conceptual bridge, not a complete welfare model.

WORKED EXAMPLE | Suppose Firm A's current offer has customer willingness to pay (WTP) of US$110 and an
economic opportunity cost of US$60. Total value created is therefore US$50. If price is US$80, the customer
retains US$30 of surplus and the firm captures a US$20 spread before other claims. A redesigned activity system
raises WTP to US$125 through greater reliability while reducing economic cost to US$55 through fewer failures
and simpler service. If price rises moderately to US$88, total value created becomes US$70, customer surplus
rises to US$37 and the firm's spread rises to US$33. The example shows why cost discipline and differentiation
need not be a zero-sum choice when a coherent system shifts the trade-off frontier. The strategic test is whether
the improvements are real, repeatable, difficult to copy and achieved without transferring hidden cost to
workers, suppliers or customers. WTP and economic cost are conceptual constructs; actual estimation requires
evidence rather than managerial assertion.

PRACTICE TOOL | Activity-system test. For each claimed strategic advantage, identify the customer value proposition,
the three to seven activities that make it possible, the capabilities required by those activities, the trade-offs that protect
the system from imitation, and the metrics that would reveal whether the system is weakening. If one isolated practice
appears to explain the entire advantage, the diagnosis is probably incomplete.

12.11 Competitive Positioning: Cost Leadership, Differentiation,
Focus and Hybrid Strategies

Porter’s generic strategies remain useful because they force managers to identify the fundamental source of
relative value. A cost-leadership strategy seeks structurally lower cost for a comparable value proposition. A
differentiation strategy seeks greater willingness to pay by offering attributes customers value. A focus
strategy narrows the competitive scope to a segment, geography, use case or customer group and then
competes through cost or differentiation within that scope.

12.11.1 Cost leadership is not simply low pricing

A low price can be a consequence of cost advantage, a temporary promotion or an uneconomic attempt to
acquire market share. Sustainable cost leadership requires a lower delivered cost structure rooted in scale,
process design, asset utilization, sourcing, product simplification, technology, experience, channel economics,
capacity, overhead discipline or a different business model. Chapter 11 showed how operational choices
affect cost. Strategy asks whether those choices form a position that rivals cannot match without damaging
their own economics or existing commitments.

Cost advantage must also be judged against quality and risk. A firm that reduces cost by degrading safety,
underpaying vulnerable suppliers, delaying maintenance or externalizing environmental damage has not
discovered a morally neutral efficiency. It has shifted cost to another party. Strategic analysis should
therefore distinguish genuine productivity from hidden transfer.

12.11.2 Differentiation must increase willingness to pay or reduce customer
sacrifice

Differentiation can arise from product performance, design, reliability, convenience, service, trust, brand,
customization, integration, ecosystem value or reduced customer risk. Difference alone is insufficient.
Customers must value the difference enough to pay more, buy more often, remain longer or impose lower
acquisition and service cost. A feature can be technologically impressive but economically irrelevant.
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Differentiation also creates imitation risk. Features that can be copied quickly rarely sustain advantage
unless supported by complementary capabilities, brand meaning, data, distribution, service routines or
ecosystem relationships. This is why strategic fit matters more than novelty alone.

12.11.3 Focus can create advantage through superior fit to a narrow need

Focused strategies exploit heterogeneity. A small enterprise may not possess the scale to compete across an
entire national market but can understand a specialized customer, local corridor or professional use case
better than broad competitors. In many African markets, focus can also arise from geographic density, local-
language capability, embedded trust or specialized distribution. Focus becomes dangerous when the chosen
niche is too small, structurally unattractive or vulnerable to a broad competitor that can serve it at lower
incremental cost.

12.11.4 Must firms choose between cost and differentiation?

Porter warned that firms attempting incompatible strategies can become “stuck in the middle.” Subsequent
research has produced a more nuanced picture. Campbell-Hunt's (2000) meta-analysis found support for cost
and differentiation as broad strategic dimensions but not for simplistic claims that one pure configuration
universally outperforms combinations. Modern technology can sometimes alter old trade-offs. Digital self-
service may lower cost while increasing convenience. Modular design can support variety without
proportional complexity. Lean systems can improve quality while reducing waste. The relevant question is
not whether hybrid strategies are theoretically forbidden. It is whether the activities required by the
combined proposition are mutually compatible and economically coherent.

Table 12.5. Competitive positions, enabling systems and common failure modes.

Strategic position Primary economic logic Typical e.n.a.blmg Core trade-off Common failure
capabilities

Scale, simplification,

. o Limit variety or . .
. Lower delivered process discipline, . ty . Price cuts without
Cost leadership - - . expensive service
economic cost sourcing, automation, structural cost advantage
> features
asset utilization
Higher willingness to pay ' Innovation, brand Accept higher cost where . .
. L & & pay . . ? Accept hig Feature proliferation that
Differentiation or lower customer service, design, trust, it supports valued

Focused cost

Focused differentiation

Coherent hybrid

sacrifice

Lowest cost for a narrow
segment

Unique fit to a narrow
segment

Simultaneous cost and
differentiation where
trade-offs have genuinely
shifted

quality, customer insight

Specialized processes,
local density, narrow
product scope

Deep domain knowledge,
relationships, specialized
service

Modular architecture,
digital scale, learning
systems, process
innovation

difference

Give up broad-market
scale or variety

Refuse customers outside
the selected need

Requires unusually
strong fit and discipline

customers do not value

Niche too small or easily
invaded

Over-customization and
dependence on a few
buyers

Claiming “best of both”
without causal evidence

Source/Note: Author’s synthesis drawing
perspectives.

on Porter (1980, 1985), Campbell-Hunt (2000), and capability

12.12 Value Innovation, Blue-Ocean Logic and Strategic Reframing

Some strategic moves change the dimensions on which firms compete rather than outperform rivals on
established dimensions. Kim and Mauborgne's blue-ocean approach popularized the idea of value
innovation: eliminate or reduce features customers do not value, while raising or creating attributes that
attract demand or lower cost. The strategy canvas and eliminate-reduce-raise-create logic can help teams
question inherited industry assumptions.

The approach is most useful as a reframing tool, not as a promise that competition can be permanently
escaped. Successful new categories attract imitation. “Uncontested market space” can become contested
quickly. The strategist should therefore ask whether the new value curve is protected by capabilities,
network effects, switching costs, learning, brand, regulation or activity-system fit.
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Reframing is especially useful in markets where conventional categories reflect historical constraints rather
than current customer needs. Mobile money did not simply build a cheaper bank branch. It reconfigured the
transaction architecture around mobile devices, agents, telecom infrastructure and stored value. Yet later
chapters will examine cross-border and technology strategy in depth. Here the lesson is narrower: strategic
innovation often changes the system of activities rather than improving one existing attribute.

12.13 Corporate Strategy: Scope, Diversification and Parenting
Advantage

Business strategy asks how to compete in a particular business. Corporate strategy asks which businesses,
stages of the value chain or activities should sit inside the same corporate boundary and how ownership
creates additional value. A multi-business company needs a stronger rationale than “growth.” If each
business would perform equally well as an independent company, the parent may be adding bureaucracy
without adding value.

CORPORATE SCOPE: CHOOSING WHERE THE FIRM SHOULD PARTICIPATE

SINGLE RELATED UNRELATED VERTICAL ALLIANCE /
BUSINESS DIVERSIFICATION DIVERSIFICATION INTEGRATION ECOSYSTEM

NARROWER OWNERSHIP SCOPE BROADER OWNERSHIP / RELATIONSHIP SCOPE

THE TEST: DOES CORPO!%TE OWNERSHIP OR PARTNERSHIP CREATE MORE VALUE THAN INDEPENDENT BUSINESSES COULD CREATE?

Figure 12.5. Corporate scope: choosing where the firm should participate.

Source/Note: Author’s synthesis integrating corporate-strategy, transaction-cost and relational perspectives.

Diversification can create value through economies of scope, shared assets, common customers, brand
extension, cross-selling, internal capital markets, transfer of managerial capabilities, risk pooling, market
power or learning. It can destroy value through coordination cost, managerial overreach, cross-subsidization,
cultural incompatibility, opaque performance and empire building.

The classic distinction is between related and unrelated diversification. Related diversification shares
meaningful resources, activities, customers, technologies or capabilities across businesses. Unrelated
diversification relies more heavily on parenting, capital allocation and governance than on operating
synergies. The boundary is not always clear. A shared customer base may create relatedness even when
products differ; a superficially similar product can be strategically unrelated if the capabilities, regulation
and channels differ substantially.

Meta-analytic evidence rejects a simple universal rule. Schommer et al. (2019), synthesizing decades of
diversification research, found that the diversification-performance relationship changes over time and that
the historical penalty associated with unrelated diversification has itself evolved. The practical implication is
not that diversification “works” or “fails.” It is that value depends on relatedness, institutions, governance,
managerial capability, valuation and the specific source of synergy.

12.13.1 The parenting-advantage test

A corporate parent should be able to answer: what can we do for this business that a different owner or
independent management team could not do as well? Parenting advantage may come from capability
transfer, superior capital allocation, governance, relationships, brand, technology, data or shared
infrastructure. The test protects against the assumption that acquisition automatically creates synergy.

The test is explicitly counterfactual. The question is not whether the parent can point to some benefit after
ownership, but whether net value is greater under this parent than under plausible alternative ownership
after the costs of headquarters, coordination, internal politics and constrained entrepreneurial freedom are
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included. A parenting thesis should therefore name the transferable capability, the receiving business, the
mechanism of transfer, the expected economic or risk effect, and the evidence that would show the transfer
is failing. This discipline converts vague claims of 'synergy' into a testable corporate-strategy proposition and
makes divestment intellectually possible when the proposition no longer holds.

12.13.2 Portfolio matrices: useful simplification, dangerous authority

The BCG growth-share matrix classifies businesses by market growth and relative market share. It can
support portfolio discussion about cash generation and investment. Its limitations are substantial. Market
share does not always create cost advantage; growth does not guarantee attractiveness; business boundaries
can be ambiguous; synergies are ignored; and the matrix can encourage mechanical divestment or
investment. Portfolio tools should therefore structure questions, not decide strategy.

Used carefully, a portfolio matrix can still expose asymmetry in cash needs, maturity and competitive
position across a group and prompt questions about where scarce managerial attention should go. It becomes
dangerous when one axis substitutes for a full diagnosis or when category labels acquire prescriptive force. A
'high-growth' business may destroy cash because its economics are poor, while a low-growth business may
generate durable returns, strategic complementarity or mission-critical capability. Portfolio review should
therefore combine market structure, competitive position, cash generation, option value, interdependencies,
governance burden and moral obligations rather than allowing a two-dimensional chart to determine
investment or exit.

12.14 Vertical Integration, Outsourcing and Make-Buy-Ally
Choices

Vertical integration changes which stages of the value chain the firm owns. Backward integration moves
toward inputs; forward integration moves toward distribution or customers. Integration can secure critical
supply, protect quality, reduce coordination problems, capture margins, protect knowledge or improve
customer experience. It can also increase capital intensity, reduce flexibility, create internal complacency
and lock the organization into technologies or demand patterns that later change.

Transaction-cost economics provides one logic for boundary choice. When transactions involve high asset
specificity, uncertainty, frequency or opportunism risk, internal governance can sometimes be more efficient
than repeated contracting. Yet hierarchy also has costs: bureaucracy, weak incentives, slower adaptation and
political allocation. Geyskens et al. (2006), in a meta-analysis of transaction-cost research on make-buy-ally
decisions, found broad empirical support for the theory's core logic while also demonstrating the importance
of context and governance form.

The decision is rarely binary. Firms can combine internal capability with outsourcing, dual sourcing,
licensing, franchising, strategic alliances or minority investment. Chapter 11 examined sourcing
operationally. Chapter 12 asks which boundary configuration preserves strategic control over what truly
differentiates the firm.

PRACTICE TOOL | The control-versus-flexibility test. An activity is a stronger candidate for ownership when it is
strategically differentiating, difficult to contract, highly interdependent with other core activities, vulnerable to hold-up,
knowledge-sensitive or safety-critical. It is a stronger candidate for external provision when capable suppliers exist,
specifications are clear, scale economies sit outside the firm, demand is volatile and ownership would create inflexibility.
Moral and legal responsibility cannot always be outsourced even when the activity can be contracted.

12.15 Alliances, Joint Ventures, Mergers and Acquisitions

Interorganizational relationships can create capabilities no party possesses alone. Dyer and Singh (1998)
identify relation-specific assets, knowledge-sharing routines, complementary capabilities and effective
governance as potential sources of relational rents. Alliances can accelerate market access, combine
technology and distribution, share risk, create standards or support learning. They can also fail through goal
divergence, opportunism, asymmetric dependence, weak governance, knowledge leakage and cultural
conflict.
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Joint ventures create a separate governance structure and may be useful when partners need deep
commitment while retaining distinct identities. Contractual alliances can be more flexible when asset
integration is limited. Minority stakes can align incentives without full acquisition. The governance form
should match the strategic problem rather than reflect executive preference for deal-making.

Mergers and acquisitions are more consequential because ownership changes. Strategic rationales include
capability acquisition, consolidation, geographic access, vertical integration, diversification and technology.
Yet acquisition premiums, integration costs and managerial optimism can destroy value. King et al. (2004)
found in a meta-analysis that post-acquisition performance is highly variable and that many commonly
proposed moderators fail to explain the variation. The evidence is a warning against treating “synergy” as
self-validating.

A disciplined acquisition thesis should therefore specify the source of value before the deal, the capabilities
that must be transferred or preserved, the integration level required, the price at which value remains
positive, the customer and employee risks, the governance model and the evidence that would trigger
reconsideration. Detailed investment valuation belongs to Chapter 18; Chapter 12 owns the strategic logic.

ETHICAL DILEMMA | When acquisition value comes from layoffs. Workforce rationalization can be economically
necessary when duplicate functions exist or a business is structurally unviable. Yet a strategy that justifies an acquisition
primarily by eliminating livelihoods should not hide the human consequences behind the word “synergy.” Responsible
analysis asks whether redundancies are genuinely necessary, whether alternative redeployment is feasible, whether
communication is truthful, whether severance and transition support are just, and whether executives share
proportionately in the cost of failed strategic judgment.

12.16 Generating and Evaluating Strategic Options

Analysis does not automatically generate a strategy. A firm can understand its industry and capabilities and
still choose poorly because alternatives were never developed. Option generation should therefore be a
distinct stage. Sources include deepening the current position, entering a new segment, reconfiguring the
value chain, partnering, acquiring, divesting, changing pricing logic, simplifying the offer, creating a new
business model or deliberately exiting an unattractive activity.

Ansoff's product-market matrix remains a wuseful high-level prompt: market penetration, market
development, product development and diversification. It should not be used mechanically. “Market
development” can involve radically different regulatory, capability and channel requirements even when the
product is unchanged. Chapter 15 will examine internationalization in depth.

Once options exist, the strategist should evaluate them through multiple lenses. Suitability asks whether the
option addresses the diagnosis. Acceptability asks whether the return-risk-distribution consequences are
acceptable to relevant stakeholders and governance bodies. Feasibility asks whether resources, capabilities,
time and organizational capacity are sufficient. This chapter adds two further tests: moral legitimacy and
reversibility. An option can be economically attractive but morally impermissible. A highly irreversible
option requires stronger evidence than a reversible experiment.

Chapter 5 developed weighted decision matrices and multi-criteria decision analysis. Chapter 12 uses those
tools without repeating their mechanics. A strategic score should never conceal contestable weights. If
financial return receives 80% of the weight and workforce safety 5%, the arithmetic has not resolved the
moral question; it has encoded a prior value judgment.

Table 12.6. Strategic option-evaluation screen.

Criterion Core question Evidence to examine Failure warning

Industry structure, customer
need, capability gap, scenario
exposure

Attractive initiative unrelated to
the real problem

s Does this address the strategic
Suitability diagnosis? ’
WTP, cost, switching, fit,
resource uniqueness, rival
response

“First mover” claim without
mechanism

Competitive logic Why should this option create or

P & defend advantage?
Capital, people, systems,
partners, time, operating
capacity

Can we execute with available
or obtainable capability?

Strategy depends on capabilities

Feasibility that do not exist
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Criterion Core question Evidence to examine Failure warning

Acceptability Are risk and return acceptable? Financial ranges, dom31de Average-.cas.e economics conceal
exposure, stakeholder impact severe tail risk
- Are the means and foreseeable mgth, sgfety, truthfulngss, Profitability used to justify
Moral legitimacy . dignity, justice, community conduct already known to be
consequences responsible?
effects wrong
A Can we learn before full Exit cost, modulla r.lt.y’ . Irreversible commitment under
Reversibility . contractual flexibility, pilot .
commitment? . deep uncertainty
evidence
e Dogs'the option reinforce the Resource sharing, capability Revenue growth weakens
Strategic fit activity system and corporate .
transfer, complexity cost coherence

scope?
Source/Note: Author’s synthesis, building on strategy-evaluation and decision-analysis traditions.

12.17 Strategy Under Uncertainty: Scenarios, Signposts and
Optionality

Forecasting estimates a future variable under specified statistical assumptions; Chapter 4 and Chapter 5
developed those methods. Scenario planning addresses a different problem: what if the future cannot be
represented credibly by one forecast distribution? Scenarios construct internally coherent, plausible worlds
that expose strategic assumptions and test robustness.

Schoemaker (1995) emphasizes scenarios as a tool for strategic thinking rather than prediction. The process
typically identifies focal decisions, predetermined trends, critical uncertainties, contrasting scenario logics,
implications and signposts. A good scenario is plausible enough to challenge current commitments and
distinct enough to change the strategic answer.

SCENARIO PLANNING: TWO CRITICAL UNCERTAINTIES

A B
T OPEN + DIGITAL FRAGMENTED + DIGITAL
c <
o .g Scale digital Localize architecture
< m proposition and risk controls
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S L
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-
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o w
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£ C D
2 2 OPEN + HYBRID FRAGMENTED + HYBRID
o
% Omnichannel Selective presence
access and optionality

Market openness / policy predictability —

Scenarios are plausible worlds for testing choices. They are not forecasts unless probabilities are independently justified.

Figure 12.6. Scenario planning: two critical uncertainties and four plausible worlds.

Source/Note: Author’s illustrative scenario matrix. The axes are examples, not forecasts of any specific market.

The common 2x2 scenario matrix is useful but can become theatrical if the axes are chosen for visual
convenience. Critical uncertainties should have high strategic impact and genuinely uncertain direction.
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Predetermined elements should not be placed on an “uncertainty” axis merely to create four quadrants.
Scenarios should also avoid extreme storytelling disconnected from evidence.

Signposts connect scenarios to action. A signpost is an observable indicator that one scenario logic is
becoming more plausible, such as a regulatory rule, adoption threshold, competitor move, cost curve,
financing condition or customer behavior. Strategies can then include contingent commitments: invest when
threshold A occurs; maintain an option while signal B remains unresolved; exit if condition C invalidates the
thesis.

Real-options reasoning offers a useful strategic intuition without entering the valuation methods of Chapter
18. When uncertainty is high and learning is possible, staged commitments can preserve upside while
limiting downside. A pilot, minority investment, modular facility or contractual option can buy information
before full commitment. Optionality is not an excuse for indecision. Options have cost and expire.

12.18 Strategic Risk, Resilience and Robustness

Chapter 11 developed operational resilience around supply-chain continuity. Strategic resilience operates at
a higher level. It asks whether the business model, portfolio, capability base and capital commitments can
survive changes that invalidate the current competitive logic. A firm can have redundant suppliers and still
fail strategically if customer demand moves to a substitute technology.

Strategic risk categories include demand collapse, regulatory prohibition, reputation, business-model
obsolescence, concentration, technological substitution, funding dependency, political exposure, partner
failure and loss of critical capability. Risk registers become strategically useful when they connect each risk
to an assumption, exposure, early indicator, mitigation and decision owner.

Robust strategy performs acceptably across several plausible futures. Optimal strategy may maximize return
under one assumed future but fail badly when that assumption changes. Under deep uncertainty, managers
should therefore distinguish optimization from robustness. This is especially important where consequences
are irreversible or socially critical.

POLICY LENS | Geopolitical and trade uncertainty. The WTO's March 2026 trade outlook and the IMF's July 2026 update
both highlight elevated trade and geopolitical uncertainty (IMF, 2026; World Trade Organization [WTO], 2026). Strategy
should not convert these temporary conditions into a permanent ideology of either globalization or deglobalization. The
correct response is exposure-specific: identify which revenues, suppliers, currencies, technologies, data flows and legal
rights depend on contested cross-border arrangements, then design options proportionate to the actual risk.

12.19 Strategy Implementation: From Choice to Coordinated
Organizational Action

Implementation is not a separate administrative phase in which lower-level employees “execute” a strategy
designed elsewhere. Execution feeds back into formulation because implementation reveals capability gaps,
customer reactions, political constraints and unintended consequences. Nevertheless, strategic commitment
must eventually become resource allocation, decision rights, work, incentives and measurable outcomes.
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STRATEGY EXECUTION AND CONTROL: FROM COMMITMENT TO LEARNING

STRATEGIC RESOURCE STRUCTURE & CAPABILITIES, MEASURES &
PRIORITIES ALLOCATION DECISION RIGHTS ULTURE & CHANG RATEGIC CONTRO

REVI ASSUMPTIONS * OUTCOMES ¢ ETHICAL CONSEQUENCES

Control should detect invalid assumptions and harmful incentives early, not merely explain missed targets after the fact.

Figure 12.7. Strategy execution and control: from commitment to learning.

Source/Note: Author’s synthesis integrating strategy implementation, organizational design and strategic-control perspectives.

12.19.1 Resource allocation reveals the real strategy

Organizations often proclaim new priorities while budgets, executive time and talent remain attached to the
old model. Resource allocation is therefore one of the strongest revealed indicators of strategy. A strategic
priority without capital, people, technology, management attention or decision authority is a communication
statement.

Allocation also includes stopping. Every new strategic commitment consumes scarce resources. Mature
organizations frequently fail not because they lack ideas but because they cannot terminate weak projects,
legacy products or politically protected activities. Exit is therefore an affirmative strategic capability.

12.19.2 Structure and decision rights

Chandler's proposition that structure follows strategy remains influential but should not be interpreted as a
one-way sequence. Structure also shapes the strategies an organization can perceive and execute. Geographic
structures support local responsiveness; product divisions support category focus; functional structures
concentrate expertise; matrices attempt to integrate multiple dimensions but can create ambiguity. No
structure is universally superior.

Decision rights should specify who proposes, who decides, who must be consulted, who executes and who
reviews. Excessive centralization can slow adaptation and suppress local knowledge; excessive
decentralization can fragment standards and create unmanaged risk. Chapter 6 addressed authority and
delegation in depth. Strategy specifies which decisions must remain integrated because they define the
position or risk boundaries.

12.19.3 Culture, incentives and strategic behavior

Culture can reinforce strategy when shared norms support the required behavior, but “culture” should not
be used as an explanation for everything. Incentives, systems, workload, leadership examples and
measurement often shape behavior more directly. A strategy that depends on cross-unit collaboration while
rewarding only unit profit creates a predictable contradiction.

Incentives also generate moral hazard. Sales targets can encourage mis-selling; production targets can
suppress safety reporting; acquisition incentives can reward deal completion rather than post-deal value;
cost targets can shift pressure onto suppliers. Strategic execution therefore requires incentive design that
considers both intended performance and predictable gaming.

12.19.4 Change and communication

Strategic change creates distributional effects. Some people gain status or opportunity; others lose expertise
value, role clarity or employment. Chapter 2 explained truthful communication and Chapter 6 developed
change leadership. Strategy requires leaders to explain the causal case for change, the evidence and
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uncertainty, the decisions already made, the decisions still open, and the consequences honestly. False
urgency can secure temporary compliance while destroying trust.

Implementation also requires attention to organizational change capacity. The number, sequencing and pace
of initiatives matter because the same people, systems and managerial attention often support several
priorities at once. Participation can improve diagnosis when frontline employees possess local knowledge,
but participation should not be used to imply that every decision remains open after governance bodies have
legitimately decided. Leaders should distinguish consultation from consent, explain trade-offs, make
transition responsibilities explicit and create safe channels for reporting implementation failure. Strategic
communication is credible when subsequent resource allocation and leadership behavior confirm the
message rather than contradict it.

12.20 Strategic Performance Measurement, Balanced Scorecard
and Control

Measurement converts strategic claims into observable tests. Yet poor metrics can make the strategy worse
by rewarding proxies rather than outcomes. The first task is to identify the causal chain. If the strategy claims
that faster onboarding increases activation, retention and contribution, then measures should test each link
rather than report only final revenue.

Kaplan and Norton (1992, 1996) developed the Balanced Scorecard to complement financial measures with
customer, internal-process, and learning-and-growth perspectives. The architecture remains useful because
strategy rarely creates financial outcomes immediately. Capability and process improvements often precede
customer and financial effects.

Table 12.7. Illustrative Balanced Scorecard for a simplified inclusive financial-services strategy.

Strategic objective Example indicator Interpretation caution

. . Contribution per active Financial outcomes lag and can
. . Grow economically sustainable - - . . .
Financial . . customer; risk-adjusted earnings | be improved temporarily by
customer relationships -
trend underinvestment
Increase trust, accessibility and Active primary relatloqshlp Satisfaction alone may not
Customer . rate; complaint resolution; n ; :
primary usage . predict economics or fairness
transparent-fee comprehension
Deliver simple, reliable, low- Onboarding completion; service | Speed can be gamed if quality
Internal process s . .
friction service recovery time; fraud-loss rate controls are bypassed

Critical-skill depth; model-
Build analytics, risk, service and | monitoring coverage; internal
innovation capability mobility; experiment learning
rate

Training hours are input
measures, not proof of
capability

Learning and capability

Source/Note: Author’s illustration based on Kaplan and Norton (1992, 1996).

Strategic performance measurement systems show positive average consequences in meta-analytic research,
but results vary by design and implementation (Endrikat et al., 2020). The implication is not to build more
dashboards. It is to connect a small number of measures to strategic hypotheses, decision rights and review
routines.

12.20.1 Leading, lagging and diagnostic indicators

Lagging indicators measure outcomes after they occur: profit, market share, retention, safety incidents.
Leading indicators track drivers expected to influence later outcomes: qualified pipeline, defect trend,
critical-skill coverage, model drift, supplier concentration or customer activation. Diagnostic measures
monitor operating health without necessarily representing strategic success.

A common error is to classify a metric as leading merely because it occurs earlier in time. The indicator must
have a plausible causal relationship with the outcome. Social-media impressions may precede sales but need
not predict incremental demand.
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12.20.2 Strategic control should test assumptions, not just targets

Traditional variance analysis asks whether actual performance differs from plan. Strategic control asks
whether the plan's assumptions remain valid. Premise control monitors foundational assumptions.
Implementation control evaluates whether strategic initiatives produce expected intermediate evidence.
Strategic surveillance scans for unexpected developments. Special-alert control responds to sudden shocks.

A strategy review should therefore ask: Which assumptions changed? Which outcomes differed materially?
What causal mechanism appears wrong? What unintended harm emerged? What evidence now supports
reallocation, adaptation or exit? A red dashboard without diagnosis merely creates management anxiety.

12.20.3 Strategy maps: make the causal thesis visible

A strategy map extends the Balanced Scorecard by making hypothesized causal links explicit rather than
treating measures as a collection. For example, greater critical-skill depth may be expected to improve
onboarding quality, which improves activation and complaint resolution, which strengthens primary-
customer relationships, which then improves contribution and risk-adjusted earnings. The arrows are
hypotheses, not truths. Each link should have an owner, a plausible time horizon and evidence that would
weaken confidence in the chain.

This distinction matters because organizations can hit intermediate targets while the strategic mechanism
fails. Training hours can rise without capability; faster onboarding can increase fraud; customer satisfaction
can improve while acquisition economics deteriorate. A useful strategy map therefore includes intended
value pathways together with risk, ethical and stakeholder guardrails. Review meetings should ask not only
whether metrics moved, but whether the expected relationships among them actually appeared and whether
unintended consequences invalidate the strategic thesis.

12.21 Strategic Renewal, Ambidexterity and Why Strategies Fail

The paradox of strategy is that commitment creates advantage and inertia simultaneously. Fit requires
consistency, repetition and investment. Those same commitments can become liabilities when customer
needs, technology, regulation or competitors change. Strategic renewal is the disciplined reconfiguration of
the organization's position, capabilities or scope before decline makes change impossible.

March (1991) distinguishes exploitation from exploration. Exploitation refines what the organization already
knows; exploration searches for new alternatives. Excessive exploitation can create competency traps;
excessive exploration can create permanent experimentation without scalable returns. O'Reilly and Tushman
(2013) use organizational ambidexterity to describe the capability to pursue both.

STRATEGIC RENEWAL: EXPLOIT, EXPLORE, RECONFIGURE

EXPLOIT EXPLORE RECONFIGURE
Improve the current eng|ne Test new options cale, combine or exi

SENSING[' SEIZING * TRANSFORMING * LEARNING « MORAL DISC%RNMENT

Renewal requires preserving what still creates legitimate value while abandoning routines whose assumptions no longer hold.
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Figure 12.8. Strategic renewal: exploit, explore and reconfigure.
Source/Note: Author’s synthesis drawing on March (1991), Teece (2007), and O’Reilly and Tushman (2013).

Renewal can occur through internal capability building, new ventures, alliances, acquisitions, divestitures,
business-model change, portfolio rebalancing or cannibalization of an existing product. The strategic
challenge is timing. Change too early and the organization may abandon a still-valuable engine. Change too
late and resources, talent and legitimacy may already have eroded.

12.21.1 Common causes of strategic failure

Strategies fail for different reasons that should not be collapsed under “poor execution.” The diagnosis may
be wrong. The competitive thesis may be correct but overvalued. Capabilities may be missing. The
organization may try to serve incompatible positions. Governance may reward short-term targets that
undermine long-term capability. Leadership may suppress bad news. An acquisition may have no realistic
integration mechanism. A strategy may be economically coherent but morally illegitimate, generating
lawsuits, employee resistance, customer distrust or community opposition. External shocks can invalidate a
previously sensible strategy.

Rumelt (2011) identifies features of bad strategy such as fluff, failure to face the challenge, mistaking goals
for strategy and adopting bad strategic objectives. These pathologies remain visible in corporate practice
because strategy documents often become consensus artifacts designed to offend nobody. Coherent strategy
is more demanding. It concentrates effort and therefore creates visible non-priorities.

Table 12.8. Strategy failure diagnosis.

Failure type Typical symptom Underlying problem

Diagnosis failure

Position failure

Capability failure

Fit failure

Governance failure

Timing failure

Renewal failure

Ethical failure

Teams execute vigorously but
outcomes do not improve

Customer value is weak or
margins erode

Strategy depends on skills or
systems that never mature

Functions optimize locally in
contradictory directions

Targets are hit while risk or
misconduct rises

Good idea launched too early or
changed too late

Past advantage becomes rigidity

Profit rises with deception, harm
or abuse

Source/Note: Author’s synthesis.

Wrong causal model of the
challenge

No distinctive value or
structural cost logic

Feasibility overestimated

Activity system lacks coherence

Measurement gaming, moral
hazard, weak challenge

Misread adoption or inertia

Exploitation overwhelms
exploration

Illegitimate means or
transferred costs

Reopen evidence and
assumptions

Reposition, narrow scope or exit

Build, partner, acquire or
redesign

Clarify trade-offs and redesign
incentives

Redesign controls, metrics and
accountability

Stage commitment and monitor
signposts

Protect exploration and create
exit pathways

Stop conduct, repair harm,
redesign strategy

12.22 African Strategy Case: Capitec Bank as a Test of Position,

Capability and Corporate Scope

The opening case introduced Capitec as a strategic-coherence problem. It is now possible to analyze the case
using the chapter’s full architecture. The purpose is not to declare Capitec’s strategy “good” in a universal
sense, nor to recommend the company as an investment. The purpose is to show how external position,
internal capabilities, activity fit, corporate scope and renewal can be examined with evidence.

12.22.1 Position: simplicity and affordability as an organizing choice

Capitec's public narrative continues to emphasize simple, transparent and affordable financial solutions.
Those words matter strategically only because they imply a configuration. Simplicity can reduce customer
cognitive burden, product complexity, service time, system variation and communication cost. Affordability
depends on a cost base capable of supporting lower fees without destroying economics. Transparency can
strengthen trust and reduce hidden-friction costs. Digital scale can lower marginal service cost while
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increasing convenience for many customers. The strategic thesis is therefore more coherent than the slogan
alone: a simplified operating and customer model can create both cost and experience advantages if the
surrounding risk, technology and service system supports it.

Capitec's 2026 operating data suggest that the model has achieved large scale. Approximately 25.8 million
active clients and 15.3 million app clients imply a significant installed customer base and digital engagement
(Capitec Bank Holdings Limited, 2026b). Scale can reinforce the model through shared technology, brand
familiarity, payment data and fixed-cost absorption. Yet scale is not automatically defensible. Competitors
can also digitize, reduce fees and simplify products. The deeper advantage must therefore lie in the
combination of activities, accumulated customer relationships, cost discipline, risk capability, data, brand
trust and execution.

12.22.2 Capability: when ordinary excellence becomes strategically valuable

Many of Capitec's capabilities are ordinary in the technical sense that banks generally require them:
payments, credit, fraud controls, customer service, risk management and digital platforms. Their strategic
value depends on relative quality, integration and organizational fit. Karna et al. (2016) warn against
assuming only “dynamic” capabilities matter. A bank that continually innovates but cannot execute
payments, protect accounts or control credit risk has no sustainable strategy.

The company reports substantial investment in fraud prevention, data and Al Strategy should ask three
questions before treating those investments as advantage. First, do they materially improve customer value,
cost or risk? Second, are the improvements better than competitor alternatives after total implementation
cost? Third, are the underlying data, models, controls and learning routines difficult to replicate? Chapter 20
will examine technology strategy in depth; Chapter 12's concern is the strategic mechanism.

12.22.3 Corporate scope: ecosystem adjacency or creeping conglomeration?

The 2026 earnings mix shows that Capitec is no longer economically dependent on one narrow retail-banking
activity. Insurance, fintech/value-added services and business banking contribute materially. This creates a
corporate-strategy test. Each adjacency should be justified by a specific parenting advantage.

Insurance may be related through customer access, payments, data, distribution and a brand promise of
simple products. Value-added services and Capitec Connect may deepen app engagement and customer
utility while creating new revenue streams. Business Banking may leverage payments infrastructure, credit
capability and a simplicity reputation while serving a segment with different cash-flow and service needs.
AvaFin represents a more complex scope choice because it extends into a different geographic and
institutional context; its internationalization logic belongs mainly to Chapter 15.

The strategy is therefore coherent only if the businesses share capabilities or relationships strongly enough to
offset complexity. Management should be able to identify the shared assets, quantify cross-business value,
assign accountability for integration and demonstrate that the parent adds more value than an independent
owner could.

12.22.4 Strategic renewal: preserve the principle, change the configuration

A mature strategy should distinguish enduring principles from temporary practices. “Simple and affordable”
can remain an enduring value proposition even as branches, apps, insurance, mobile connectivity and Al
change. A specific product, system architecture or channel need not be sacred. This distinction enables
renewal without identity confusion.

The greatest strategic risk may therefore be success-induced complexity. Every additional product can be
individually rational while collectively undermining simplicity. Every risk control can be individually
justified while collectively creating friction. Every acquisition can have a persuasive standalone business case
while collectively weakening parenting focus. Strategic renewal requires periodic subtraction as well as
addition.

Table 12.9. Capitec strategic diagnosis through the Chapter 12 framework.

Evidence-informed What would strengthen L .
Lens . . X Principal risk
interpretation confidence
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Evidence-informed
Lens . A
interpretation

Large customer scale and
affordability-oriented
positioning in South African
financial services

Industry position

Brand, customer base, digital
channels, data, risk systems and
operating routines may
reinforce one another

Resources and capabilities

Lower fees, digital service,
simplified products and
ecosystem services can be
mutually reinforcing

Activity-system fit

Insurance, fintech and business
banking appear plausibly
related to customer and
payments capabilities

Corporate scope

The model is broadening while

What would strengthen
confidence

Comparable fee, usage, retention
and risk-adjusted economics
versus rivals

Independent evidence of
superior cost, trust, service and
risk outcomes

Process and economic evidence
that new activities reduce
friction or deepen value

Transparent cross-business
synergy and parenting metrics

Evidence of disciplined exit

CHAPTER 12

Principal risk

Simplicity becomes easy to copy
or less relevant

Capability claims inferred from
growth rather than measured

Adjacencies create complexity
faster than value

Diversification becomes
managerial empire building

Legacy success creates

R 1 ining th lic logic of SO ) > e
enewa rfetamlr}g the public o8ic 0 from initiatives that do not fit resistance to cannibalization
simplicity and affordability
Affordability, access and Cltete ot ol liteiells Inclusion rhetoric hides
- . . borrowers, transparent terms, . -
Moral legitimacy protection claims can support overextension, data misuse or

privacy, recourse and fair

human flourishing collections

exploitative credit

Source/Note: Author’s analysis using Capitec Bank Holdings Limited (2026a, 2026b) and the strategic
frameworks developed in this chapter. The case is educational, not an investment recommendation.

MANAGERIAL INSIGHT | The adjacency test. Before adding a new business to a successful platform, require a written
statement of the shared resource or capability, the customer value created by sharing it, the additional coordination cost,
the new risks introduced, the responsible executive and the exit condition. “It fits our ecosystem” is not evidence.

12.23 Comparative Global Case: IKEA and the Discipline of
Affordable Differentiation

IKEA offers a useful comparison because its competitive position combines elements that appear
contradictory until the activity system is examined. The brand promises distinctive design and an identifiable
customer experience while maintaining a strong commitment to affordability. The system has historically
relied on standardized modular products, flat-pack design, customer self-service, large-scale sourcing, store
formats, range discipline and a distinctive brand. Individual practices are visible, yet the overall
configuration is difficult to reproduce without accepting the same trade-offs.

For FY25, total IKEA retail sales across franchisees were EUR 44.6 billion. Retail sales declined by about 1% in
nominal terms while product volumes increased by 2.6%, following lower prices introduced to improve
affordability. Stores welcomed approximately 915 million visitors, up 1.9%. IKEA reported that around 69%
of product sales occurred through stores and 28% online, with services accounting for the remainder (Inter
IKEA Group, 2025a, 2025b). Ingka Group separately reported EUR 41.5 billion in revenue and an operating
income margin of 3.5%, up from 3.0% in FY24, while continuing to emphasize lower prices (Ingka Group,
2025).

These figures make a strategic trade-off visible. Lower prices can reduce reported revenue even while
volumes and visits rise. If the strategic priority is long-run affordability and customer reach, maximizing
current-year revenue may be inconsistent with the position. The relevant question is whether lower prices
strengthen traffic, volume, customer value, scale and future economics enough to justify the immediate top-
line effect.

IKEA also illustrates strategic renewal without abandoning core position. Online sales and smaller formats
have expanded customer access, while physical stores remain central to the experience and fulfilment
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system. The strategic problem is not “physical versus digital.” It is how to preserve the activity-system logic of
affordable design as customer journeys become omnichannel. Chapter 10 examined omnichannel marketing;
Chapter 11 examined fulfilment. Here the question is whether channel evolution reinforces or disrupts
strategic fit.

12.23.1 What IKEA teaches about activity-system fit

An imitation of one activity can be misleading. A competitor can flat-pack furniture but lack IKEA's range
architecture, brand meaning, global sourcing relationships, store experience or customer willingness to
perform part of the assembly work. A competitor can launch an app but still lack the same economics and
operational integration. Fit therefore changes the unit of imitation from a practice to a system.

A practical way to test fit is to ask what happens to the rest of the system if one major activity is removed or
reversed. If customer self-service were substantially reduced, for example, service labor, store design, pricing
and perhaps the meaning of affordability would need to adjust together. If range complexity expanded
sharply, sourcing, inventory, merchandising and fulfilment could all become more expensive. The precise
effects require evidence, but the method is general: an activity belongs to the strategic system when changing
it alters several other activities or weakens the economic logic of the position. This is why fit can create
defensibility even when no single activity is secret.

12.23.2 What IKEA teaches about trade-offs

The IKEA position has historically accepted trade-offs that premium furniture retailers might reject,
including customer assembly, standardized ranges and high self-service. Those trade-offs support cost
structure and identity. As services expand, management must guard against adding convenience in ways that
create complexity and cost incompatible with affordability. Strategic renewal therefore requires new
activities to fit the inherited logic rather than simply copy industry trends.

Trade-offs also provide a boundary for renewal. New delivery, planning, assembly or digital services may
increase convenience and willingness to pay, but management must test whether they can be offered
selectively, priced transparently or designed efficiently enough to preserve the cost architecture. The
strategic question is not whether customers prefer more service in the abstract. Most customers prefer more
benefits at the same price. The question is whether the added benefit creates sufficient value to justify the
resources, complexity and behavioral changes it requires without eroding the distinctive promise that
attracts the target customer. Renewal remains coherent when new choices strengthen rather than quietly
reverse the original position.

12.23.3 What the comparison with Capitec reveals

Capitec and IKEA operate in unrelated industries, but the strategic pattern is comparable. Both organize
around an accessible value proposition. Both use scale and system design to support affordability. Both face
pressure to broaden the offer while preserving simplicity. Both increasingly combine physical and digital
channels. Both must distinguish which historical practices are expendable from which strategic principles
are essential.

The comparison also shows why “best practice” benchmarking is weak strategy. Capitec cannot copy IKEA's
flat-pack logic, and IKEA cannot copy a bank's risk architecture. What can transfer is a method: define the
value proposition, identify the reinforcing activities, understand the trade-offs, build capabilities that fit, and
renew the system when the environment changes.

Table 12.10. Capitec and IKEA as comparative strategy systems.

. Simple, accessible, affordable Affordable, distinctive home Position should be specific
Core value proposition . . . c s . S
financial services furnishing enough to guide activities
. Digital scale, simplified Flat-pack, scale sourcing, self- Cost advantage is systemic, not a
Cost/value mechanism . h o ) o
products, fees, data/risk systems | service, range discipline price decision
. . Simplicity, trust, integrated Design identity, store Differentiation can coexist with
Differentiation . . - . S
everyday financial utility experience, range and brand cost discipline
Renewal challenge Broaden ecosystem without Expand omnichannel access Growth should reinforce rather
8 losing simplicity without losing affordability than dilute fit
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Fair credit, privacy, Supplier labor, affordability, Strategic advantage does not
Principal moral question transparency, financial sourcing, environmental and remove responsibility for
vulnerability community effects hidden costs

Source/Note: Author’s synthesis using Capitec Bank Holdings Limited (2026a, 2026b), Inter IKEA Group (2025a,
2025b), and Ingka Group (2025). Company-reported signals should be interpreted with normal reporting
caveats.

12.24 Faith, Ethics and Moral Reasoning in Strategy

Strategy is an exercise of power. It allocates capital, selects customers, determines which workers and
suppliers are needed, shapes prices and contracts, influences communities, deploys technology, decides
which risks are accepted and defines which consequences are treated as external to the firm's objective.
Moral reasoning is therefore not a separate conversation after the strategy is chosen. It concerns the
legitimacy of the ends, the means and the foreseeable distribution of consequences.

Christian moral reasoning begins with the conviction that persons bear dignity that is not reducible to their
economic usefulness. Genesis 1:27 grounds human dignity in creation in God's image. In business strategy,
this means employees are not merely “human capital,” customers are not merely lifetime-value estimates,
and communities are not merely locations in an optimization model. Economic categories remain useful, but
they are not complete descriptions of persons.

Truthfulness is equally strategic. Proverbs 11:1 condemns dishonest scales, and Ephesians 4:25 calls for
truthfulness among neighbors. Strategic diagnosis therefore carries a moral duty not to manipulate evidence
to secure approval for a favored initiative. Market-size inflation, selective competitor comparisons, fabricated
synergy, hidden downside scenarios and deliberately optimistic acquisition assumptions are forms of
untruth even when presented in polished models.

Neighbour-love places limits on strategic externalization. Mark 12:31 does not require a firm to accept every
unprofitable transaction or eliminate competition. It requires regard for the good of others that is
incompatible with deliberately designing exploitation into the strategy. A lender may legitimately price risk;
it should not trap vulnerable borrowers through terms they are unlikely to understand. A retailer may
pursue low cost; it should not achieve that cost through knowingly abusive supplier conditions. A platform
may personalize service; it should not treat intimate behavioral data as morally ownerless simply because
users clicked “accept.”

Stewardship constrains both waste and greed. 1 Corinthians 4:2 emphasizes faithfulness among stewards.
Strategic capital allocation should therefore resist empire building, vanity acquisitions and technology
expenditure that cannot be justified by legitimate purpose. Stewardship is compatible with ambitious
enterprise because responsible investment can expand productive capacity and human flourishing. It is not
compatible with waste disguised as prestige.

Justice concerns both procedure and distribution. Micah 6:8 associates faithful conduct with justice, mercy
and humility. Strategic restructuring can sometimes be necessary, but a just process treats affected workers
truthfully, applies criteria consistently, avoids humiliating treatment and considers reasonable transition
support. Supplier rationalization can improve quality and resilience, but powerful buyers should not use
dependency to impose terms that make responsible production impossible.

Humility is especially important under uncertainty. James 4:13-16 warns against presumptuous certainty
about future plans. The text does not forbid planning; it rebukes arrogant confidence. Strategically, this
supports explicit assumptions, scenario analysis, staged commitments and willingness to revise decisions
when evidence changes.

12.24.1 Moral frameworks as complementary tests

Christian moral reasoning can engage serious alternative ethical frameworks without treating them as
interchangeable. Consequentialism asks whether the strategy produces better overall consequences.
Deontological ethics asks whether duties and rights constrain what may be done even for beneficial
outcomes. Virtue ethics asks what kind of character the strategy expresses and forms in leaders and
institutions. Justice theories examine fair distribution and procedure. Care ethics emphasizes relationships,
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vulnerability and dependence. Stakeholder approaches examine reciprocal value creation among parties
whose cooperation sustains the firm.

These frameworks often illuminate different dimensions of the same decision. Consider closing an
unprofitable plant. Consequentialism may compare losses from closure with the risk that the whole
enterprise fails if it remains open. Rights-based reasoning asks whether contracts and due process are
honored. Justice examines who bears the burden. Care ethics focuses on vulnerable households and local
dependency. Virtue ethics asks whether leaders act with courage, honesty and compassion. Christian
reasoning adds biblical commitments to truth, dignity, stewardship, justice, neighbor-love and accountability
before God.

12.24.2 Competition and Christian ethics

Competition can discipline complacency, improve value and create opportunity. Scripture does not require
enterprises to abandon excellence or refuse legitimate profit. Yet competition does not license sabotage,
deception, corruption, coercive exclusion or predatory use of power. The strategic goal should be to serve
customers better through legitimate capability, not to destroy rivals by any available means.

Market power creates heightened responsibility. A dominant firm can sometimes increase efficiency through
scale or network effects. It can also use dependency to impose unfair terms, suppress innovation or
appropriate disproportionate value. Legal compliance establishes a minimum but not complete moral test. A
practice can exploit a loophole while remaining unjust.

12.24.3 Strategy, sovereignty and global agendas

Later chapters examine regional integration, multinational enterprise, trade law and sustainability in detail.
The strategic principle here is intellectual independence. Global standards, ESG frameworks, sanctions,
harmonization, digital-governance initiatives and multilateral rules should neither be accepted as self-
validating progress nor rejected merely because they are transnational. Strategy should examine
effectiveness, legal authority, sovereignty, subsidiarity, freedom of conscience, local institutional capacity,
distributional consequences and human flourishing.

A firm operating in Africa should not assume that importing a global policy template is contextually wise.
Neither should it assume that “local” practices are morally or economically superior. Responsible strategy
evaluates claims through evidence and moral principle.

Table 12.11. Strategic decisions through multiple moral lenses.

. .. . . . hristi incipl iall
Strategic decision Moral question Christian p:leTec\llg:: especially

What obligations remain to
workers, customers and
communities affected by
withdrawal?

Does continued presence
destroy more value than it
creates?

Truthfulness, justice, neighbor-

Market exit love, stewardship

Is the practice legitimate
competition or intended to
eliminate rivals through
unsustainable predation?

Does price deter entry or build
efficient scale?

Honest dealing, justice,

Aggressive pricing responsible power

Is collection proportionate,
understood, secure and
respectful of persons?

Does data improve service, risk
or personalization?

Dignity, truthfulness,

Customer data strategy stewardship, restraint

Are employees and stakeholders
being treated as disposable
inputs to executive ambition?

Do capabilities and synergies
justify ownership and price?

. Stewardship, humility, justice,
Acquisition s
accountability
Does buyer power create unfair
dependence or unsafe
production pressure?

Does concentration improve
quality and cost?

Justice, fair dealing, neighbor-

Supplier consolidation love

Automation

Political engagement

Does technology improve
productivity and customer
value?

Does policy shape market access
or regulation?

Who bears transition cost, and
are human agency and dignity
preserved?

Is influence transparent and
lawful, or does it become
bribery, favoritism or capture?
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Source/Note: Author’s synthesis. Biblical principles guide moral reasoning; empirical consequences still require
evidence.

12.25 Professional Toolkit: The Strategic Stewardship Protocol

A strategy process should end with a decision architecture that can be challenged, executed and renewed.
The Strategic Stewardship Protocol below is designed as a professional checklist for boards, executives,
entrepreneurs, consultants and policy-facing managers. It is not an external standard. It integrates the
chapter’s analytical and moral logic in one sequence.

Table 12.12. The Strategic Stewardship Protocol.

1. Purpose

2. Diagnosis

3. Position

4. Advantage

5. Scope

6. Options

7. Choice

8. Execution

9. Control

What legitimate human and economic value
are we responsible to create?

What is the real strategic challenge and
causal mechanism?

Where will we compete, for whom, and
through what value proposition?

Why should we outperform relevant
alternatives?

What should we own, partner, outsource,
acquire, divest or refuse?

What credible alternatives exist?

Which option best meets suitability,
feasibility, acceptability, legitimacy and
robustness tests?

What resources, structures, capabilities,
incentives and change are required?

Which measures test the strategic thesis and

Purpose statement, stakeholder map, non-
negotiable moral boundaries

Evidence-backed problem statement; critical
assumptions; external and internal
diagnosis

Customer/market scope, position statement,
explicit trade-offs

Five Forces analysis, competitor response,
VRIO/capability thesis, activity-system map

Corporate-boundary logic and parenting-
advantage test

At least three materially different options
including status quo/exit where relevant

Decision record with assumptions, downside
case and dissenting view

Resource allocation, decision rights,
capability plan, implementation milestones

Strategy map, leading/lagging indicators,

its moral consequences? risk limits, review cadence

Which signposts trigger adaptation,
escalation, pause or exit?

Scenario signposts, option points, stop rules

10. Renewal and post-decision learning plan

Source/Note: Author’s synthesis.

12.25.1 Strategy memo template

A professional strategy memo should be concise enough for decision-makers to use while complete enough to
expose reasoning. It should begin with the decision required, not with background. It should state the
diagnosis, evidence, alternatives, recommended choice, competitive logic, capabilities required, major
assumptions, financial range, execution implications, principal stakeholder effects, ethical boundaries, risks,
signposts and conditions under which the recommendation should be revisited. Appendices can contain
detailed models; the decision logic should remain visible in the main document.

12.25.2 Red-team questions before commitment

Before a major strategic decision, assign an independent group or designated challenger to test the thesis.
What evidence would make the strategy wrong? Which rival response has been ignored? Which capability is
assumed rather than demonstrated? Which customer behavior is inferred from surveys rather than
observed? Which synergy exists only in a spreadsheet? What is the strongest alternative explanation for
current success? Which cost is being shifted to a weaker stakeholder? Which part of the strategy would we
reject if a competitor did it to us? What is the earliest credible exit signal?
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12.26 Common Misconceptions, Analytical Errors and Professional

Pitfalls

Table 12.13. Common strategic misconceptions and corrections.

“A strategy is a plan.”

“Growth proves strategy is working.”

“Market share is competitive advantage.”

“Five Forces tells us which firm will win.”

“VRIO resources guarantee sustained
advantage.”

“Dynamic capability means being agile.”

“Best practice is strategy.”

“Diversification reduces risk.”

“Synergy justifies an acquisition.”

“Execution failure means the strategy was
good but employees failed.”

“KPIs make strategy measurable.”

“Scenario planning predicts the future.”

“Ethics is handled by compliance.”

“Africa is one strategic market.”

Plans can exist without competitive choice,
trade-offs or a causal thesis.

Growth can be bought through discounts,

credit risk, acquisitions or negative unit
economics.

Share can be unprofitable or temporary.

It analyzes industry pressure, not firm-
specific capability.

Resource value changes and organization
can fail to exploit it.

Agility can become reactive motion without
value.

Benchmarking often drives convergence.

Businesses can be correlated and complexity
can add risk.

Synergy is a hypothesis, not evidence.

A strategy that cannot be executed with
realistic capability is not a good strategy.

Poor KPIs can distort behavior and reward
proxies.

Scenarios are structured plausible worlds,
not forecasts.

Law does not settle every question of
dignity, justice or foreseeable harm.

Institutions, incomes, infrastructure,
language, competition and culture vary
greatly.

State the diagnosis, position, source of
advantage and coherent actions.

Separate volume growth, economic value,
cash, capability and durability.

Ask what mechanism creates superior value
and defensibility.

Combine industry, resource, competitor and
institutional analysis.

Specify evidence, mechanism, rivals and
time.

Define sensing, seizing and transforming
routines and measure outcomes.

Ask which configuration uniquely fits the
chosen customer and position.

Test relatedness, parenting advantage and
downside concentration.

Quantify sources, integration requirements,
price and failure conditions.

Treat feasibility and implementation as part
of strategic design.

Map causal logic and include leading,
lagging and ethical indicators.

Use them to test robustness and define
signposts.

Apply explicit moral reasoning before
commitment.

Define the actual country, segment, corridor
and institutional exposure.

Source/Note: Author’s synthesis based on the chapter’s frameworks and cases.

12.27 Chapter Synthesis

Chapter 12 has treated strategy as a disciplined system of diagnosis, choice, commitment, execution and
renewal. Strategy begins by identifying a consequential challenge and the causal structure beneath it.
Purpose, mission, vision, values and objectives guide the organization, but they do not substitute for a
competitive logic. Strategy requires a position: a choice about whom to serve, which value to create, what
activities and capabilities to configure, which trade-offs to accept and what not to pursue.

External analysis shows that value capture depends partly on industry structure, bargaining power,
substitutes, entry and rivalry. Competitor and strategic-group analysis make those pressures specific.
Internal analysis then asks why the firm should be able to perform differently. Resources and capabilities
can generate advantage when they are valuable, scarce, difficult to reproduce and supported by
organization, but VRIO is diagnostic rather than magical. Dynamic capabilities matter because even valuable
resource positions decay; sensing, seizing and transforming must therefore operate alongside reliable
ordinary capabilities.

Value chains and activity systems connect position with execution. Advantage often resides not in one best
practice but in a reinforcing configuration whose components fit the value proposition and trade-offs. Cost
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leadership, differentiation and focus remain durable strategic logics, yet hybrid approaches can work when
technology or organizational innovation genuinely shifts the trade-off frontier. Value innovation can reframe
the dimensions of competition, but new spaces rarely remain uncontested without defensibility.

Corporate strategy expands the question from how to compete to where the corporation should own,
coordinate or partner. Diversification, vertical integration, alliances and acquisitions create value only when
parenting, shared capabilities, governance or relational advantage exceed the costs of complexity and
commitment. Growth by itself is not evidence of corporate advantage.

Uncertainty makes strategy provisional without making it arbitrary. Scenario planning, signposts, staged
commitment and robustness help organizations confront futures that cannot be credibly represented by one
forecast. Execution then translates strategic choices into resource allocation, structure, decision rights,
capability, incentives, culture and change. Strategic control tests both outcomes and assumptions. Renewal
balances exploitation of the current engine with exploration and reconfiguration before path dependence
becomes rigidity.

The Capitec and IKEA cases demonstrate that coherent strategies can combine affordability with
differentiation when activities and capabilities reinforce one another. Both also show that success creates a
renewal problem: expansion must not add complexity faster than the original strategic logic can absorb it.

Finally, strategy is morally consequential. It determines how power and resources are used and who bears
the consequences of competitive choices. Christian moral reasoning therefore insists on truth in diagnosis,
dignity of persons, stewardship of resources, justice in relationships, neighbor-love, humility under
uncertainty and accountability for foreseeable harm. A strategy can be economically clever and morally
corrupt. Responsible enterprise requires both competence and legitimacy.

12.27.1 Hand-off to Chapter 13: From Strategic Power to Moral and Corporate
Accountability

Strategy determines where a firm will compete, what it will own, how it will create advantage and how it will
exercise economic power. Those choices immediately raise deeper questions about citizenship, human
dignity, rights, corruption, governance, boards, accountability, stakeholder responsibility, conscience and the
legitimate role of business in society. Chapter 13, Faith, Ethics, Citizenship and Corporate Governance: Moral
Reasoning, Human Dignity and Responsible Enterprise, takes that hand-off directly. It develops the
comprehensive moral, civic and governance architecture that Chapter 12 has applied only to strategy-specific
dilemmas. The progression is deliberate: Chapter 12 teaches how enterprises acquire and deploy strategic
power; Chapter 13 asks how that power should be governed.

Key Terms

Table 12.14. Key terms and working definitions.

Term Working definition

Integrated choices and commitments about where to compete, how to create and capture legitimate value,

Strategy what capabilities and activities to configure, and how to renew over time.

A relative condition in which a firm creates and captures superior value compared with relevant

SCHIEEH R alternatives for long enough to matter economically.

The deliberate choice of a distinctive value proposition and configuration of activities relative to

Strategic positioning competitors

Trade-off A choice in which pursuing one strategic benefit limits or raises the cost of another.

Framework analyzing rivalry, entrants, substitutes, buyer power and supplier power as structural

Five Forces .
pressures on industry value capture.

Cluster of firms within an industry that pursue similar positions or share important strategic

LB characteristics.

A synthesis tool that connects internal strengths and weaknesses with external
TOWS matrix opportunities and threats to generate strategic options; it does not substitute for
underlying diagnosis.
Resource Tangible or intangible asset available to the firm.

Capability Repeatable organizational ability to deploy resources to accomplish an activity or outcome.

OPEN CHRISTIAN PRESS | 36



ACROSS MARKETS AND BORDERS CHAPTER 12

Diagnostic logic assessing whether resources or capabilities are valuable, rare, costly to imitate and

VRIO organizationally supported.

Collective organizational learning or capability that contributes materially to customer value and strategic

Core competence
scope.

Organizational capacity to sense, seize and transform or otherwise reconfigure resources and capabilities

Dynamic capability under change.

Path dependence Condition in which current strategic options are shaped by accumulated historical choices and learning.
Value chain Linked set of activities through which an organization creates, delivers and supports value.

Activity system Configuration of mutually reinforcing activities that collectively support a strategic position.

Cost leadership Competitive strategy based on structurally lower delivered cost.

Differentiation Competitive strategy based on attributes that increase willingness to pay or reduce customer sacrifice.
Focus strategy Competitive strategy concentrated on a narrow segment, geography or use case.

Choices about the businesses, value-chain stages and relationships that should sit within the corporation’s
Corporate strategy

scope.
Diversification Participation in multiple product or service businesses.

Vertical integration Ownership of additional stages upstream or downstream in the value chain.

Parenting advantage Additional value created because a business is owned or governed by a particular corporate parent.

Cooperative arrangement in which legally separate organizations coordinate resources or activities for

Strategic alliance .
strategic purposes.

Scenario planning Structured exploration of multiple plausible future environments for testing strategic choices.

Capacity of the business model, portfolio and capability system to remain viable or adapt when strategic

Strategic resilience . -
& assumptions are disrupted.

Strategic performance architecture linking financial, customer, internal-process, and learning-and-growth

Balanced Scorecard .
perspectives.

Strategy ma A visual representation of hypothesized cause-and-effect links among strategic
gy map objectives and measures, used to test the causal logic of execution.

Monitoring of strategic outcomes, implementation and underlying assumptions to determine whether

SRR Cor il strategy should continue or change.

Reconfiguration of position, capabilities, scope or business model as existing advantage decays or new

Strategic renewal "
opportunities emerge.

Ambidexterity Organizational ability to combine exploitation of current capabilities with exploration of new possibilities.

Concept-Check Questions

. Why is a growth target not a strategy?

. How does strategic positioning differ from operational effectiveness?

. What is the difference between mission, vision, objectives and strategy?

. What distinguishes corporate, business, functional and operating strategy, and how should those levels align?
. How can a strategist convert a PESTLE observation into a strategic implication?

. What question does each of Porter’s Five Forces ask?

. Why can complements matter even though they are not one of the original Five Forces?

. What does strategic-group analysis add to industry analysis?

9. Distinguish a resource from a capability.

00 NO U A WN =

10. What does each letter in VRIO represent, and why does “organization” matter?

11. Why should SWOT or TOWS be used as a synthesis device rather than as the primary strategic diagnosis?
12. Why can an ordinary capability remain strategically important in a turbulent market?

13. How do value chains and activity systems differ?

14. Why is a business model not identical to strategy?

15. Distinguish cost leadership from low pricing.
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16. Under what conditions can a hybrid cost-differentiation strategy be coherent?

17. What is parenting advantage?

18. Why does diversification not automatically reduce risk?

19. What considerations make an activity a stronger candidate for make, buy or ally?
20. Why should synergy be treated as a hypothesis rather than a fact in an acquisition?
21. How does scenario planning differ from forecasting?

22. What is the difference between strategic resilience and operational resilience?
23. Why does resource allocation reveal more about strategy than slogans often do?
24. How do leading indicators differ from lagging indicators?

25. What does a strategy map add to a Balanced Scorecard?

26. Why should strategic control test assumptions as well as target achievement?

27. What is organizational ambidexterity?

28. Why is legal compliance insufficient as the sole moral test of a strategy?

Higher-Order Analytical and Critical-Thinking Questions

1. Porter’s positioning perspective and the resource-based view are sometimes presented as competing theories.
Develop an argument showing why a rigorous strategy often requires both, and identify a case where the two
perspectives could recommend different actions.

2. A firm has the industry's lowest cost but no brand loyalty and weak employee retention. Is it likely to possess a
sustainable competitive advantage? Specify the additional evidence required.

3. “Digital technology eliminates the need for strategic trade-offs.” Critically evaluate the claim using activity-
system and capability reasoning.

4. In what circumstances could an unrelated diversified group create more value than a focused firm? In what
circumstances is unrelated diversification more likely to conceal weak performance?

5. Consider an African company with strong local relationships and distribution but limited proprietary
technology. Analyze which resources may be strategically valuable and how their value could change as the
market digitizes.

6. Why might an acquisition that is strategically sensible at one price destroy value at another price? Explain
without performing a full valuation.

7. Develop two plausible scenarios for an industry you know. Identify which strategic choice is robust across both
and which choice performs well only in one.

8. A company achieves every Balanced Scorecard target but suffers a major ethical scandal. Does this prove the
scorecard failed? Explain how the measurement architecture and governance should be redesigned.

9. Can a strategy be morally responsible but economically unsustainable? Can it be economically sustainable but
morally illegitimate? Explain why both distinctions matter.

10. Compare the strategic risks of excessive exploration with excessive exploitation. Which is more dangerous for a
young venture? Which for a mature incumbent? Defend your answer conditionally rather than universally.

11. Evaluate the claim that a firm with strong network effects should deliberately make switching difficult.
Distinguish legitimate ecosystem value from coercive lock-in.

12. How should a Christian strategist respond when the highest-return option depends on a legal practice that
predictably harms a vulnerable group but is common in the industry?

Applied Case: Umuco Health Distribution and the Choice Between
Scale, Focus and Integration

Umuco Health Distribution is a fictional teaching case constructed from realistic strategic conditions faced by
health-product distributors in African markets. The company began in Rwanda as a specialized distributor of
temperature-sensitive diagnostic products to private clinics and laboratories. Its position rested on
dependable cold-chain handling, fast technical support, regulatory documentation and relationships with a
small set of reputable manufacturers. Customers paid modestly higher prices because failed deliveries or
invalid temperature control could render products unusable.

After five profitable years, Umuco faces three growth options. Option A is geographic expansion into two
neighboring countries using local distributors. Management believes the existing suppliers would support the
move, but local regulatory and customer relationships are weak. Option B is vertical integration into last-mile
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delivery through a wholly owned fleet and regional cold rooms. Management argues that third-party logistics
failures cause 40% of customer complaints, but the fleet would require significant capital and could operate
below capacity outside peak periods. Option C is product diversification into non-temperature-sensitive
hospital consumables. The sales team believes existing hospital relationships create cross-selling opportunity,
but margins are lower and many large competitors already serve the category.

Umuco's latest management accounts show annual revenue of US$12.0 million, gross margin of 26%,
operating margin of 9%, and return-related losses of approximately US$420,000, of which management
attributes US$280,000 to documented cold-chain or delivery failures. The company serves 170 active
institutional customers; the top 20 account for 58% of revenue. Three suppliers account for 72% of purchase
value. Customer interviews indicate that technical support and delivery integrity are the two most important
reasons for preferring Umuco, while price ranks fourth. The company has strong quality and regulatory staff
but limited international-market experience and no fleet-management capability.

Table 12.15. Umuco strategic-option data.

Factor Option A: neighboring-country Option B: own last-mile Option C: hospital
expansion logistics consumables

Estimated initial investment US$0.7m US$2.4m US$0.5m
Estimated Year-3 incremental US$5.5m US$?.0m equivalent US$6.0m
revenue retained/recovered sales
i i - 0,
EstlmaFed 1ncrgmenta1 8-11% 12 16‘/0 on protected/recovered 47%
operating margin contribution
Capability fit Medium Medium-low initially s RE RGN

sourcing differentiation

Potentially high if cold-chain

Strategic differentiation Medium reliability becomes proprietary | Low-medium
capability
Reversibility Medium-high Low High
- . Regulation, market access, local | Utilization, logistics capability, Price rivalry, dilution of
Principal uncertainty . - o : R -
relationships capital intensity specialist identity

Source/Note: Fictional educational data for analysis. Values are deliberately incomplete to require judgment
rather than mechanical calculation.

Case tasks. Prepare a 1,500-word strategy recommendation. Begin with the strategic diagnosis, not the
preferred option. Apply Five Forces where relevant, identify Umuco's VRIO candidates, map the current
activity system, assess each option through suitability, feasibility, acceptability, moral legitimacy and
reversibility, and identify the evidence that should be gathered before irreversible commitment. You may
recommend a staged or combined strategy, but you must explain the trade-offs and identify at least three
explicit non-priorities.

Ethical and Faith-Informed Dilemma: The Profitable Exit

A manufacturing company operates the only large employer in a secondary town. The plant has been
marginally profitable for several years but now requires major modernization. Management estimates that
closing the plant and importing from a more efficient facility would raise group operating profit by US$18
million annually. Approximately 1,200 direct jobs would be lost, and local suppliers estimate another 600 jobs
are materially dependent on the plant. The company has no legal obligation to keep the plant open. A three-
year modernization program could preserve most employment but offers an expected financial return below
the company's normal investment threshold and remains exposed to energy and logistics risks.

The board must decide whether to close, modernize, sell, restructure or pursue a hybrid solution. Analyze the
decision through economic strategy, stakeholder effects, consequentialist reasoning, duties and rights, justice,
virtue, care and Christian principles of truthfulness, stewardship, neighbor-love, dignity and accountability.
Do not assume that “saving jobs” or “maximizing shareholder value” ends the analysis. Identify what
additional facts are morally and strategically material, including the plant's long-run viability, workforce
alternatives, community dependency, management's past investment decisions, executive incentives,
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potential buyer interest, transition support, environmental liabilities and the consequences of delaying an
unavoidable closure.

Data and Evidence Exercise: From Strategic Narrative to Testable
Thesis

Select one publicly listed African company and obtain its latest annual or integrated report, the prior three
years of key financial and operating data, at least two credible competitor sources, and one authoritative
industry or regulatory source. Build a strategy evidence table with five columns: claimed strategic priority,
causal mechanism, leading indicator, lagging outcome and disconfirming evidence. Then complete the
following analysis.

First, identify one claimed source of competitive advantage and test it using VRIO rather than repeating
management language. Second, conduct a Five Forces analysis using evidence about actual buyer, supplier,
substitute, entrant and rivalry conditions. Third, map at least five reinforcing activities and identify one
trade-off. Fourth, calculate three multi-year performance indicators that are relevant to the strategic thesis,
explaining why accounting performance alone cannot establish causation. Fifth, identify one plausible
alternative explanation for the company's performance. Sixth, write two scenario signposts that would cause
you to revise the strategic assessment. Seventh, identify one morally material stakeholder consequence that
the company's financial reporting does not fully capture.

The final submission should clearly distinguish company-reported claims from independently supported
evidence and inference. A persuasive strategic narrative is not itself proof of strategic advantage.
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Annotated Further Reading
Table 12.16. Annotated further reading.

A concise and enduring argument that strategy requires distinctive activities, trade-offs and fit
Porter (1996), “What is strategy?” rather than operational effectiveness alone. Read critically alongside resource-based and dynamic
perspectives.

Barney (1991), “Firm resources and The foundational VRIN resource-based argument behind contemporary VRIO analysis. Essential

sustained competitive advantage.” for understanding why firm heterogeneity matters.

Crook et al. (2008), “Strategic A meta-analysis that tests resource-based claims across 125 studies. Valuable because it shows
resources and performance.” both support and the modest size of average effects.

Teece (2007), “Explicating dynamic The major sensing-seizing-transforming formulation. Best read with Eisenhardt and Martin (2000)
capabilities.” to understand the debate about whether dynamic capabilities are unique or replicable processes.

Fainshmidt et al. (2016), “Dynamic
capabilities and organizational
performance.”

A meta-analytic evaluation that moves beyond assertion and shows how capability level and
context moderate performance relationships.

Mintzberg and Waters (1985), “Of A classic explanation of why realized strategy often differs from formal intention and why
strategies, deliberate and emergent.” | disciplined learning matters.
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Dyer and Singh (1998), “The Extends competitive advantage beyond firm boundaries and provides a rigorous basis for
relational view.” alliances, supplier relationships and complementary capabilities.

Schommer et al. (2019),

- e A strong corrective to simplistic “related good, unrelated bad” rules and a reminder that
diversification-performance meta-

corporate-strategy evidence changes across time and context.

analysis

George et al. (2019), strategic- Useful empirical counterweight to both uncritical planning enthusiasm and claims that formal
planning meta-analysis planning is inherently useless.

Rumelt (2011), Good Strategy/Bad A practitioner-friendly but intellectually serious treatment of diagnosis, guiding policy and
Strategy coherent action. Particularly useful for identifying goals that masquerade as strategy.
Schoemaker (1995), “Scenario A durable introduction to using scenarios for strategic thinking under uncertainty without
planning.” pretending to forecast one certain future.

The classic performance architecture linking financial outcomes with customer, process and

LSATIEL N0 DO RED capability drivers. Read with contemporary evidence on measurement-system consequences

Ealie s i rather than treating the tool as universally effective.

Capitec Bank Holdings Limited A current African source for practicing strategy analysis using a real organization’s stated
(2026Db), Integrated annual report priorities, business mix, risk, performance and capability claims. Read company reporting as
2026 evidence with normal attribution caveats.

Inter IKEA Group (2025a), IKEA year | A current comparative source for examining trade-offs between affordability, sales value, volume,
in review FY25 channel renewal and strategic consistency.
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