Q1 – EXTERNAL ANALYSIS
PESTLE
PESTLE = macro-environment analysis tool used to identify external factors affecting organisational strategy + decision making.
P = political factors (tax, trade policy, government stability, regulation). E = economic factors (inflation, recession, interest rates, disposable income). S = social factors (demographics, ethical consumerism, lifestyle trends, culture). T = technological factors (AI, automation, innovation, digital transformation). L = legal factors (employment law, GDPR, health & safety, IP protection). Env = environmental factors (climate pressure, sustainability, ESG, net zero).
Application: used to analyse how external environment creates opportunities/threats for organisations e.g. Tesla benefits from environmental pressure + EV incentives.
Insight for decision makers: supports long-term planning, risk management, expansion decisions, innovation strategy, sustainability planning. Helps firms anticipate market change before competitors.
Strengths: simple, broad overview, identifies opportunities/threats, supports strategic awareness, useful for uncertain environments. Limitations: subjective, static, rapidly outdated, no prioritisation of factors, external only, weak in fast-changing digital markets.
Porter’s Five Forces
Analyses competitiveness + attractiveness of industry. Rivalry = competition between firms. New entrants = threat of new competitors entering market. Buyer power = customer ability to force lower prices. Supplier power = supplier control over costs/supply. Substitutes = alternative products reducing demand.
Application: used to assess industry profitability + competitive pressure e.g. streaming industry has high rivalry + high substitutes. Insight for decision makers: helps businesses decide pricing strategy, market entry, differentiation, investment, competitive positioning.
Strengths: strong industry analysis, identifies competitive threats, supports strategic positioning. Limitations: assumes stable markets, weak for digital industries, ignores innovation/collaboration, overly static.
Q2 – INTERNAL ANALYSIS
RBV / VRIO
RBV = Resource Based View; argues firms gain competitive advantage through unique internal resources/capabilities.
VRIO:
V = valuable, R = rare, I = inimitable, O = organised. If all 4 achieved = sustainable competitive advantage. Application: Apple ecosystem + brand loyalty difficult to imitate.
Insight for decision makers: identifies strongest resources, investment priorities, competitive strengths, areas requiring development.
Strengths: explains sustainable advantage, focuses on long-term capabilities, highlights importance of intangible assets. Limitations: ignores external environment, difficult to measure resources, strengths may become obsolete.
Value Chain
Used to identify where value/profit created within organisation. Primary activities = inbound logistics, operations, outbound logistics, marketing/sales, service. Support activities = HR, technology, procurement, infrastructure.
Application: Amazon logistics efficiency creates cost advantage.
Insight for decision makers: identifies inefficiencies, cost reduction opportunities, differentiation opportunities, operational strengths.
Strengths: improves efficiency, highlights value creation, supports competitive strategy. Limitations: less effective for digital/service firms, can oversimplify operations.
Q3 – CUSTOMER / POSITIONING
Porter Generic Strategies
Cost leadership = lowest operational cost. Differentiation = unique value/brand. Focus = niche market strategy. Application: Ryanair = cost leadership; Apple = differentiation.
Insight for decision makers: supports pricing strategy, market positioning, competitive advantage. Strengths: simple strategic direction, strong competitive positioning. Limitations: difficult to sustain, risk of “stuck in middle”, competitors can imitate strategies.
Ansoff Matrix
Market penetration = existing products/existing markets. Market development = existing products/new markets. Product development = new products/existing markets. Diversification = new products/new markets (highest risk).
Insight for decision makers: identifies growth opportunities + risk levels. Strengths: simple growth framework, supports strategic planning. Limitations: oversimplifies growth risk, ignores external factors.
Q4 – CSR / SUSTAINABILITY
Stakeholder Theory
Businesses responsible to employees, customers, communities, environment + shareholders, not just profit. Application: Patagonia sustainability initiatives improve brand loyalty + reputation.
Insight for decision makers: improves long-term sustainability, stakeholder trust, ESG performance. Strengths: supports long-term resilience, stronger reputation, customer loyalty.
Limitations: conflicting stakeholder interests, sustainability investment costly.
Triple Bottom Line People = social responsibility. Planet = environmental sustainability. Profit = financial performance. Insight for decision makers: balances sustainability with profitability., Strengths: encourages ethical long-term strategy. Limitations: difficult balancing competing objectives, sustainability may reduce short-term profit.

