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BMBM6024 Strategic Management and Sustainability

Question 1 (40%)

Chosen model: PESTEL Macro-Environmental Analysis Framework

Explanation of the model
The PESTEL framework helps organisations analyse the external macro-environment across six dimensions: Political, Economic, Social, Technological, Environmental, and Legal. It enables managers to identify opportunities and threats, and to make strategic decisions under uncertainty.

Application: Tesla and the global electric vehicle industry
The EV industry faces a challenging external environment: geopolitical tensions (Political), inflation and rising interest rates (Economic), shifting consumer attitudes toward sustainability (Social), battery technology innovation (Technological), carbon emission regulations (Environmental), and subsidies or tariffs (Legal).
When Tesla decides whether to build a new Gigafactory in Europe or Asia, it can systematically apply PESTEL:

· Political: US-China trade frictions may affect component imports to its Shanghai plant; diversifying risk is advisable.
· Economic: High inflation in Europe raises construction costs, but local government subsidies for green investment offset this.
· Social: Consumers increasingly care about the full lifecycle carbon footprint of EVs, requiring supply chain transparency.
· Technological: 4680 batteries and giga-casting reduce production costs – the new factory must be able to adopt these technologies.
· Environmental: The new factory must comply with strict EU battery recycling directives.
· Legal: The EU’s new Battery Law demands carbon footprint disclosure, affecting process design.

Insight for decision-makers
PESTEL reveals that despite short-term economic pressures, Europe’s legal mandates and social acceptance provide long-term certainty. Therefore Tesla should prioritise expanding its German plant rather than entering more politically risky markets, while accelerating the development of rare-earth-free motors to manage geopolitical risks.

Strengths and limitations

· Strengths: Comprehensive external scan, avoids blind spots; structured for team discussion.
· Limitations: Cannot predict dynamic interactions between factors; can lead to information overload – needs complementing (e.g., scenario planning) to prioritise.

Question 2 (20%)

Two internal frameworks: VRIO Framework + Value Chain Analysis

1. VRIO Framework
VRIO assesses resources and capabilities across four dimensions: Value, Rarity, Imitability (difficulty to imitate), and Organisation (ability to exploit). It identifies sources of sustainable competitive advantage.

2. Value Chain Analysis
The value chain divides activities into primary (logistics, operations, marketing, service) and support activities (procurement, technology, HR, infrastructure). Analysing each activity’s cost and value helps optimise processes and build differentiation.

Application: Starbucks

· VRIO analysis:
  · Value: Store experience, supply chain management, and coffee culture training create unique customer value.
  · Rarity: Globally consistent “third place” experience and coffee master certification are rare in the industry.
  · Imitability: Long‑established supplier partnerships (e.g., C.A.F.E. Practices) and grower support networks take over a decade to build – high imitation barriers.
  · Organisation: Flat regional management structure allows quick local responsiveness.
    → Conclusion: Brand culture and supply chain capabilities are sustainable competitive advantages.
· Value chain analysis:
  · Primary activities: In operations, automated espresso machines ensure consistency; in marketing, the loyalty app enables personalised offers.
  · Support activities: Technology development invests in digital payments and IoT coffee machines; HR’s “Coffee Academy” fosters employee engagement.
    Through value chain analysis, Starbucks found that store cleanliness and friendly staff (operations) are key drivers of repeat visits, so it reallocated back‑office savings to frontline training, further strengthening service differentiation.

Building competitive advantage
VRIO suggests protecting rare and hard‑to‑imitate resources (e.g., coffee farmer partnerships), while value chain analysis pinpoints high‑impact activities (e.g., store ambience). Together, they allow Starbucks to concentrate capital on upstream farm support and digital operations while streamlining non‑core activities (e.g., standardised packaging), achieving both cost efficiency and differentiation.

---

Question 3 (20%)

Core discussion dimensions: customer understanding, pricing, innovation, communication strategy
Selected concepts: Customer Value Proposition (CVP) + Value innovation logic, combined with dynamic pricing and integrated marketing communication.

Integrated theory

· Customer understanding: Use empathy maps, segmentation, and behavioural data to identify unmet needs.
· Pricing: Adopt value‑based pricing rather than cost‑plus.
· Innovation: Not only products but also processes, services, and business models (e.g., subscription).
· Communication: Use digital channels for dialogue, building brand meaning.

Example: Netflix

· Customer understanding: Netflix analyses viewing behaviour (pauses, searches, replays) to build micro‑user profiles, even guiding original content decisions (e.g., House of Cards).
· Innovation: Shift from DVD mail to streaming, then mobile downloads and interactive films (Black Mirror: Bandersnatch), continuously redefining consumption scenarios.
· Pricing: Tiered subscriptions (Basic, Standard, Premium) with dynamic price testing across countries. In 2023, an ad‑supported low‑price tier attracted price‑sensitive users while adding ad revenue.
· Communication strategy: Co‑creates memes with fans on social media; sends personalised recommendations via email instead of hard selling, reinforcing the “we know you” relationship.

Outcome: Netflix maintains a leading market position in global streaming. Even against competitors like Disney+, its pricing and communication innovation, grounded in deep customer insight, deliver high retention and brand loyalty.

Key takeaway: Strategy must translate customer insights into iterative action. Pricing, innovation, and communication should work together around customer value – no single element stands alone.

---

Question 4 (20%)

Core discussion: To what extent should businesses focus on social, sustainability and stakeholder value?
Selected concepts: Stakeholder theory (Freeman, 1984), Triple Bottom Line (Elkington, 1997), and organisational culture perspective.

Analysis
Traditional shareholder primacy (Friedman) argues that a firm’s only responsibility is to maximise profit. However, modern strategic management widely recognises that ignoring the environment, employees, and communities ultimately harms shareholder interests.

· Stakeholder theory: Firms should balance legitimate claims of customers, employees, suppliers, communities, and the environment. For example, Unilever’s “Sustainable Living Plan” reduced plastic packaging and improved smallholder farmer incomes, which lowered raw material volatility, built consumer trust, and delivered long‑term growth.
· Triple Bottom Line (People, Planet, Profit): Mandates measuring social impact and ecological footprint alongside financial results. Patagonia donates 1% of sales to earth conservation and even ran a “Don’t Buy This Jacket” campaign – this enhanced brand premium and employee使命感 (sense of purpose).
· Organisational culture: When social responsibility is internalised as daily practice (e.g., each department operates with a carbon budget), sustainability becomes a source of innovation rather than compliance cost.

Balanced answer: Businesses should not treat social responsibility as a subtraction from profit, but as a driver of long‑term value creation. In the short term, survival crises (e.g., airlines during early COVID‑19) may justify a temporary financial focus. But in the long run, ignoring climate risks or employee welfare leads to regulatory penalties, talent loss, and brand collapse. Optimal strategy: Identify business opportunities that align with social interests (e.g., renewable energy, circular packaging) – what Porter & Kramer call “Creating Shared Value” (CSV).

Conclusion: Firms should proactively take on social and environmental responsibilities as long as survival is not threatened. For most modern businesses, this is already a strategic necessity, not mere moral decoration.

---
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