
STRATEGIC MANAGEMENT EVALUATION
This report establishes the importance of strategy and strategic management in a modern-day context alongside critically analyses Rolex’s competitive strategy.  Concluding with recommendations of a hybrid strategy for the Rolex in an attempt to lower the risk going forward into a fast-changing and unpredictable future.
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Rolex was founded in 1905 as a specialised watch making/distributing company; it is evident at that point in history time keeping instruments were notorious for being unreliable, however presented a showcase of wealth and class (Davis, 2013). The organisation solidified its place in the industry early by differentiating itself from other watch businesses through releasing the first water-proof watch into the marketplace (Rolex, 2023). As the brand evolved overtime the perception of Rolex quickly stemmed away from other negative luxury watch connotations and towards a business that demonstrates quality and reliability. Sadaba (2020), suggests that establishing and maintaining a positive brand identity alongside a deep understanding towards the heritage of the organisation, is key as consumers often link the longevity of a brand with its history. However, Vasconcellos (2011), is of the opinion that Rolex is not a watch business, instead has established itself as one of status and luxury, displayed through various prestigious sporting events and partners already recognised within a luxurious demeaner. This report will explore key objectives to critically evaluate the strategic position of Rolex.
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Strategic management is described by Sammut-Bonnici (2015), as a process designed to improve competitive advantage through the consideration of the internal and external environments. In conjunction, Ackerman (1998), offers a more dated ideology regarding strategy within business, stating that a set of specific sustainable actions working towards a set of goals constitutes effective strategy. Equally, Lynch (2012), proposes that strategic management is identifying a business’s purpose and what plans and objectives have been put in place to achieve that purpose. This would suggest that strategic management is an umbrella term used to create positive and sustained management strategies with the aim of working towards the organisations long-term goals and overall focus. 
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Grant (2003), states that strategy is the overarching plan from which a more favourable position can be acquired. Similarly, Johnson (2008), portrays strategy as the long-term direction of an organisation that achieves an advantage within an unpredictable and changing environment. Furthermore, strategy is a key element to enhancing performance levels superior to competitors (Porter, 1996). Considering multiple ideologies towards strategy, it is evident that there is synergy between dated definitions in comparison to those more modern, however, the ever-changing environment presented to businesses within the modern-day, force strategy to be adaptable to change against traditional expectations of sticking to one singular direction. 

According to Thompson (2007), strategic management is important regarding the longevity of two key elements within businesses, maintaining and/or progressing a competitive advantage and achieving consistent growth. Karra (2008), expands further, stating that strategic management leads the way in demonstrating responsibility concerning the ethical values of employees alongside progressing their skills. With considerations towards modern-day consumer expectations, strategy still proves vital in gaining competitive advantages, however, there is a clear shift in focus away from organisations profits and towards ethical, environmental and philanthropic contributions driven by consumers (White, 2019). Ritson (2008), determines that the key to successful strategic management is the development of resources in key functional areas that directly work towards the overall aim. There are three main areas of strategic management, as suggested by Saha (2015); strategic analysis, strategic implementation and strategic development. These are debated by Shah (2015), regarding the links they share and whether utilising them in different ways will result in a more effective strategy. To aid the strategy chosen, organisations often use key performance indicators (KPI) to track progression alongside measure vital components that directly influence a business’s success (Asih, 2020). While KPI’s provide a magnified look into the workings of an organisations, Parmenter (2015), argues that the majority of businesses have too many KPI’s, leaving strategy unfocused and complex, deeming them less-effective in opposed to having fewer but clearer indications to measure performance. 

Furthermore, organisations must follow specific strategy in order to reach the long-term goals of the business (Waterman, 1980). In context to modern-day micro-environments, prescriptive strategy, whereby strategic plans are on an intended course and based on the long-term static business environment, are proving to be less effective due to rapid changes (Fazlollahi, 2018). This suggests that while having a larger number of KPI’s may be a negative, having fewer non-adaptable indicators could prove harmful based on the rapid change of business environments. The consensus and largely agreed upon direction of strategic management demonstrates that innovative qualities and adaptability are key to the longevity of organisations, moving away from well defined prescriptive strategy and towards highly adaptable emergent strategy (Downs, 2003). Both strategies are proven to be effective, however, the consensus is that an organisation will likely implement both to some degree in a dynamic strategy, due to the fast-changing modern environment and situational nature of the two strategies. 
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Porter (1980), suggests that to reveal an industries profitability, requires an in depth understanding of competitive forces, furthered by providing a plan for the anticipation of competitors over a longer duration. Moreover, the five forces model demonstrates and highlights major influences that can affect a business either positively or negatively with a specific focus on competitors. Grundy (2006), states that the introduction of Porter’s five forces highlighted the importance of strategic management, driving it to become more of a focus for organisations. A modernised view may argue that due to technological advancements long-term value is achievable without the use of the model. This is done through the exploration of new and innovative markets in opposed to competing in oversaturated markets (Gerard, 2018). Furthermore, Goyal (2020), enforces that while the model is effective at obtaining a competitive advantage, it does not enable the business to maintain it. The model can therefore be regarded as static and non-progressive in relation to modern business practice establishing part of Porter’s ideologies to be outdated.
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Porter’s generic strategy is focused on obtaining a competitive advantage through two main methods; cost leadership and differentiation (Saputra, 2019). Kharub (2019), states that an organisation utilising either of Porter’s main generic strategies can generate a competitive advantage, however this is based on the possibility of strategic implementation potentially hindered due to a lack of resources or finance. Cost leadership is defined as a strategy that emphasises a focus on low-cost products in relation to competitors; in opposition, differentiation is defined as a strategy that produces unique or higher quality products, allowing them to charge a premium price (Stankevičiūtė, 2012). Ameer (2021), suggests businesses focused a cost leadership strategy are more effective at entering mass markets and maintaining working capital compared to differentiation where cash flow is less consistent, therefore, an argument can be made that differentiation demonstrates a strategy with higher risk. On the other hand, differentiation whereby strategy is based on creating a better-quality product than competitors, can lead to a more highly profitable business as the business begins to dominate larger areas of market share (Datta, 2010). Both strategies present opportunities for businesses to gain a higher competitive advantage, cost leadership however can quickly strain profit margins as competitors fight to obtain the lowest price, potentially sacrificing quality and reputation of the business. Differentiation, while it is evident that consistent working capital and cash flow is a factor, presents a sustainable long-term strategy where market-share is accumulated based on the quality of product over price. 
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Loredana (2017), states Ansoff’s matrix is one of the most vital models at businesses disposal currently with a targeted focus on four main strategies; market penetration, product development, market development and diversification. The strategies are measured against risk to the organisation based on if the product is existing or innovative and whether the desired market is new or existing (Ansoff, 1957). While the theory of Ansoff’s matrix can be argued as outdated in a fast-moving business environment, Alford (2017), suggests that the matrix still plays an important role within strategy, specifically targeting whether businesses should push an existing product further into the market or to develop an innovative product for a new market. Diversification offers the highest risk because of the chance of product failure alongside establishing a potential new market which may not exist (Yin, 2016). Despite the fact Ansoff’s matrix provides an insight into a range of strategies and evaluates the risk associated with them, it can be argued the model does not support continued performance levels once a product is entered into a market (Kipley, 2012). Therefore, the model may prove unnecessary at which point the organisation must alter to a different model in order to sustain and advance performance. 
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[bookmark: _Hlk129375631]Rolex’s competitive management strategy is largely based on differentiation, evident when the organisation first entered the market in 1905 through the production of reliable and quality wristwatches, marketed towards men at a time period where they traditionally didn’t wear a wristwatch (Jones, 2015). Furthermore, Rolex implemented and priced their products as luxury purchases, placing them in the niche of a market that was yet to be established as profitable, reinforcing the risk factor associated with differentiation suggested by Porter (Saputra, 2019). However, considering Rolex in a modern-day context, the business has succeeded at dominating and maintaining a quarter of the global wristwatch market (Statistia, 2021). McGee (2014), introduces the idea that to be successful while utilising the differentiation strategy often requires differences of a tangible nature, regarding quality or performance, alongside the potential for intangible differences of reputation or brand significance. Rolex has achieved its current competitive strategy by utilising a combination of both quality products and specific brand associations within their marketing. The business has demonstrated how a business can base itself around a differentiated strategy and see long term success as a result. Helmold (2022), suggests that Rolex’s marketing strategy to correlate luxury consist of primarily traditional advertising comprising of major sporting events, such as Wimbledon and Formula one, in addition to celebrity brand endorsements in an attempt to solidify their brand in an oversaturated and competitive market. 

Becker (2018), describes a luxury brand as one that aligns cultural and social meanings connotated through the brand that is then utilised by consumers. The idea of luxury has grown from a niche brand attribute, to a well-established market where businesses from a range of product and service backgrounds compete in a singular market (Kapferer, 2009). On the other hand, through application of the five forces model, Porter (1980), states that luxury brands cannot establish themselves within a defined industry because of the cross-over in product. Considering the dated viewpoint of Porter (1980), modern-day consumers with the introduction of social media has created a greater desire for luxurious lifestyles and products; furthered by Kapferer (2014), revealing that luxury enables individuals to build their identity and personal brand. Rolex capitalises on this by marketing their products as the ultimate desire and goal for consumers, building a subconscious societal viewpoint underpinning the brand as a door to a new and better life.

Semuel (2017), states that differentiation presents businesses with an advantage because of limited competition when the company first enters a new marketplace. Moreover, in a modern-day context, consumers are looking past the cheapest product on offer to them and instead are researching into quality but also credentials of the company advertising the product (Gehani, 2013). Additionally, Porter (1990), suggests that businesses are only able to create and maintain a sustainable competitive advantage through innovation, a key attribute to differentiation. However, the consistent innovation required from diversification poses a bigger risk to Rolex in relation to other strategies. While the luxurious nature and brand of Rolex has been well-established, a hybrid strategy, suggested through Bowman’s strategic clock (Wright, 2013), introducing cost leadership elements may protect the business if anything goes wrong in the future. Having the capabilities to sell cheaper products will mean business in places during economy dips will stay consistent. Nevertheless, production of lower priced products at a lower quality have the potential to damage the reputation of the brand on one hand however, with a global need for sustainable focus within businesses it offers the opportunity to source environmentally friendly watches for modern-consumer needs. In addition, with reference to Ansoff’s matrix (Loredana 2017), product development for Rolex is a much less-risky strategy from which they can build the brand without the restraints of a solely diversification-based strategy. 
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[bookmark: _Toc129381357]Consumers are gravitating towards environmentally friendly products and towards companies that put eco-friendly global initiatives towards the top of their agenda (White, 2019). Therefore, it is appropriate to assume that as time goes on the desire from consumers to purchase products with green credentials is going to turn from a desire into a necessity; businesses that fail to meet consumer needs will struggle to survive in a climate that is already driven by the wants of the customer. In context to Rolex, the luxury market that the business operates in now will potentially become overshadowed by a hybrid of environmentally friendly products based in the luxury bracket possibly negatively impacting Rolex’s market share.
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Strategy is a vital component for all businesses to their individual aims and objectives, however there is disagreements between the most effective way of capitalising on strategy within management. While it is evident that strategies explored by Porter (1980), have their positives and negatives, the strategy a business adopts to be successful must be based on the context of that specific organisation. Rolex demonstrated the fundamentals of long-term strategy executed consistently through differentiation despite the risks associated, justifying diversification as the most effective competitive strategy to achieve the overall aim. In conjunction, this does not validate that every business should base their strategy around differentiation, but instead implement elements to help mould current strategies. In context to modern consumer driven markets, change is unpredictable but constant therefore, it is no longer safe nor sustainable to obtain a singular competitive strategy forcing businesses into hybrids that allow for growth. Within Rolex it was established that differentiation has been successful, nevertheless, the risk that is posed with the future of the company riding on reputation and a perception of luxury could fail; reinforcing the recommendation for Rolex to establish a hybrid strategy in order to create stability and penetration into dual sections of the same market. Additionally, Rolex must adjust their strategic management approach to incorporate consumer needs regarding environmental factors, linking into the hybrid strategy of sustainably sourced mass market watches. Overall, the competitive strategy of Rolex is effective however, while it can be argued the organisation has entered a luxury industry, the business still needs their products to sell as a fundamental to move forward with sustainable success justifying the recommendations steering part of the company towards a safer and more adaptable future.
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