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	Question
	

	1 (40%)
	“Igor Ansoff argued, ‘Strategic management is an ongoing process that evaluates and controls the business and the industries in which the company is involved.’”

Using this insight, select one strategic model or strategy introduced during the course.
Analyse how a company could use your chosen model or strategy to decide its next course of action in an economically uncertain or volatile business environment.
Discuss the advantages and limitations of the model or approach, supporting your answer with relevant examples.

	Write your answer here:

The model I have selected is Ansoff’s Matrix (Ansoff, 1957). I have selected this model because the purpose of it is to help companies decide how they wish to grow and progress forward. According to Hitt, Ireland and Hoskisson (2020), Ansoff’s Matrix “allows firms to visualise the relative risk of different strategic options and supports deliberate, growth-focused planning”.

Ansoff’s matrix consists of four possible growth strategies. These include market penetration, market development, product development and diversification. The safest growth strategy would be market penetration which involves attempting to sell more products that already exist in a market they are already in. An example of market penetration would be a company offering loyalty programmes to try and encourage more customers to buy their product, for example Cost Coffee releasing their costa card, whereby you get 1 drink free for every 10 drinks you buy. This wasn’t risky for them to do as they didn’t have to invest in any new products that might not sell or try and push their products into a new market that might not be interested. Instead, they were able to continue as they were but with the potential of more sales. 

Market development and product development are the middle options. Market development involves selling your existing products into a new market, and product development involves selling new products in a market you are already in. An example of market development would be a company expanding their business into new countries, and an example of product development would be a company deciding to offer new menu items, for example when Costa Coffee decided to start selling hot food as well as coffee and cake. 

The riskiest option would be diversification, which involves selling a new product in a new market. This option is the riskiest because out of the four strategies, this one is the most difficult to do successfully. An example of diversification would be when Amazon started Prime Video. They created a whole new business, for new customers in a new market. Luckily for them, this decision paid off and Prime Video is now a very competitive streaming platform, but it was a risky growth decision. 

The company I have chosen to analyse with this model is McDonalds. I have chosen McDonald’s because they are in an extremely competitive industry. Looking at the four possible growth strategies available from this model, it is clear that McDonalds main focus is product development. They continue to develop and sell new products for their existing market, for example when they released the McPlant burger. This decision had an element of risk as there was no guarantee that customers who would be interested in buying a McPlant would go to McDonalds for such a meal. However, McDonalds saw an opportunity to grow their sales and it worked out well for them. 

Their decision to grown mainly through product development shows that they prioritise having a relatively low-risk way to grow while being able to meet constant changing customer preferences. 

To continue to grow moving forward, McDonalds could continue with their product development and look into either expanding their McPlant range or even develop a few low calorie meal options to attract more health conscious customers. Both of these growth strategies would allow McDonalds to continue to grow with relatively low risk, while being able to maintain their relevance and appeal as a company. 

Ansoff’s Matrix can be a very useful tool in helping companies decide how they want to grow, and it has some good strengths. For example, it helps a company evaluate a number of possible growth opportunities in one place. They can easily compare the levels of risk for each possible growth strategy and make an informed decision on which strategy is the best choice for them.

 However, this model does have some limitations as well. For example, the model ignores all external factors and the effect these may have on the different growth strategies. It also doesn’t consider any internal capabilities or resources the company may have that could also affect what growth strategy is the best fit for them. Therefore, this model is better used alongside a selection of other business models, such as PESTEL or Porters 5 forces to assess the external factors affecting them, and the resource-based view model with the VRIN criteria to assess their internal capabilities and resources. 















	2 (20%)
	Evaluate how an organisation could leverage its internal strengths to develop and sustain a competitive advantage.
You may choose any two strategic frameworks or concepts from the course to help guide your discussion.

Illustrate your answer with examples from real-world businesses — including those explored in your coursework, where appropriate.

	Write your answer here: 

The first model I am going to use is the resource-based view (RBV) model (Barney, 1991). This model identifies if a company’s resource gives them a sustainable competitive advantage using the VRIN criteria. The VRIN criteria assesses if a resource is valuable, rare, inimitable and non-substitutable. If a resource successfully meets all this criteria then it can be considered to offer a sustained competitive advantage. 

The company I am going to analyse using this model is McDonalds. One of McDonalds key resources would be their operational system. This resource is valuable because it enables fast, low-cost, consistent service throughout all of their restaurants. It is rare because there are very few rivals who have an operational system of the same scale and efficiency. It is inimitable because their system has been built over decades with unique processes, and finally, it is non-substitutable because rivals wouldn’t be able to match their efficiency and low-cost through other systems. This shows that McDonalds operational system offers them a sustainable competitive advantage, meaning McDonalds are ahead of their rivals in this department and it would be very difficult for any of them to catch up. 

Going forward, to protect this competitive edge, McDonalds should invest in some automation, such as drive-thru kiosks being run by AI, to further improve their efficiency and ensure they protect this strength of theirs. 

Although the VRIN criteria can be useful in helping a company identify which resources they should invest more in, it has some limitations. For example, the model doesn’t factor in any external threats or market dynamics, which can affect competitiveness of a resource. Also, according to Lynch (2021), “in practice, assessing whether a resource is truly inimitable or non-substitutable is often subjective”. This shows that there is no real scale to decide exactly what makes a resource inimitable or non-substitutable and it is open to interpretation, which can make the decision-making aspect of this model even more complex and complicated. 

The second model to be utilised is Porter’s value chain (Porter. 1985). This model shows all the internal activities a business performs to create value for their customers. These activities are split into two categories, primary activities which are directly involved in delivering the products or services, and support activities which are indirect but still vital to the business running well. According to Hitt, Ireland and Hoskisson (2020), this model is useful because it “enables managers to dissect operations and pinpoint specific activities where value is created or lost”.

The value chain analysis shows that McDonalds adds value through their fast, standardised operations and strong inbound and outbound logistics. This shows that their advantage relies on efficiency, consistency and speed of service. If any of these were to drop, they would significantly decrease their value creation. In order to prevent that from happening, McDonalds should invest in automation of their supply chain tech to protect their cost leadership.

Similar to the RBV model and VRIN criteria, the value chain analysis, although useful in many different scenarios, has its limitations. For example, the model is best suited for businesses who sell products. It can be quite complex to use, and also less accurate for businesses where value is created through experience. 










































	3 (20%)
	Strategic choices often involve understanding consumer behaviour, perceived value, and the effectiveness of communication.
Discuss how a business can enhance its strategic position by aligning pricing, marketing, or innovation strategies with customer expectations and behavioural insights.

You may refer to any relevant theories or examples that support your argument.

	Write your answer here:

The theory that I will be discussing is pricing psychology. According to Kotler and Keller (2016), “consumers will pay more if they perceive added value”. This shows that pricing psychology, if used correctly, could increase customers perceived value, and therefore increase sales for companies. 

The purpose of pricing psychology is to use pricing tactics to influence how customers perceive and buy products or services. There are a number of different tactics that a company can use, including but not limited to: charm pricing, no currency symbol, bundling and the decoy effect. Charm pricing involves having prices end in .99 to make the price seem less than it is. The no currency symbol method means that when a company advertises the price of their product or service, they don’t include a currency symbol in front of the price as it makes the transaction feel less money-like for the customer and can make it easier for them to make the purchase. Bundling happens when a company groups products together to increase the perceived value of them, and the decoy effect involves the company having a strategically placed middle option to make the large option seem like the best value. 

Starbucks already uses a few of these methods. They often have bundle offers on where a customer can buy a snack with their coffee and they will advertise the price for the bundle. This can encourage customers to spend more than they anticipated because they think they are receiving a good deal. They also utilise the decoy effect. They have their medium/grande size strategically placed and priced to encourage customers to buy their large/venti size and again, spend more money than they intended to when they first entered the store. Starbucks could strengthen their pricing strategies by implementing the charm pricing and removing their currency symbols. Implementing these methods alongside the ones they already utilise could further increase their sales. 

Pricing psychology has its strengths and limitations, for example it allows businesses to increase the perceived value without having to change any of their prices. However, this approach may backfire if customers catch on to what is being done as they may feel manipulated which could affect their decision on whether to purchase that product or service. 












	4 (20%)
	Are people like Michael Porter and John Elliott (EBAC) correct, should businesses be concerned about changing the world for the better, or simply focus on making money for shareholders?

Consideration of Corporate Social Responsibility (CSR), of shareholder and stakeholder theory, and of the importance of culture in a global context is important here.

	Write your answer here:

If a company doesn’t have or follow good ethics, there is a large chance that they will lose or miss out on a large number of consumers. For example, there are egg companies who do not care for the chickens well at all. Many would argue that it is ethically and morally wrong, and many people would be willing to pay more money for eggs that have come from well looked after chickens because of the principle. I believe that having a goal of simply earning money with no other considerations will inevitably hinder the company and earn them less money than if they were to focus on ethics and morals as well as earning money.







































