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Chapter 3
Strategic Analysis
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On completion of chapter 3, you will be able to:

▪ assess the macro-environment of an organisation using PESTEL

▪ evaluate the sources of competition in an industry or sector using Porter’s

five forces framework

▪ explore, using Porter’s diamond, the influence of national competitiveness

on the strategic position of an organisation

▪ identify and evaluate an organisations strategic capability, threshold

resources, threshold competences, unique resources and core

competences

▪ highlight how these external key drivers of change are likely to affect the

structure of a sector or a market
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Learning Outcome
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On completion of chapter 3, you will be able to:

▪ apply Porter's value chain to assist organisations to identify value adding

activities in order to create and sustain competitive advantage

▪ identify and evaluate the strengths and weaknesses of an organisation and

formulate an appropriate SWOT analysis
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Learning Outcome
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CHAPTER 3: 
Strategic 
Analysis
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Note: The SBL exam will not test individual 

theories or models in isolation or require for 

these theories or models to be quoted in 

answers to exam questions.

However, understanding the theories and 

models is essential to provide a framework to 

help you approach the practical tasks in the 

exam.

You should use models that you judge to be 

relevant for a particular task or scenario to help 

generate the scope and structure of an answer.
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PESTEL framework

OrganisationPolitical 

Economic

Socio-cultural Technological

Environmental

Legal
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Political and economic factors

Political

▪ Government stability

▪ Taxation policy

▪ Foreign trade 

regulations

▪ Social welfare policies

▪ Government influence

▪ Control of business

▪ Policy (physical, social 

and market 

infrastructure)

Economic

• Business cycles

• GDP trends

• Interest rates

• Money supply

• Inflation

• Unemployment

• Disposable income

• Exchange rates

• Tax levels

• Government subsidies
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Real world example: economic trends 2019 - 20
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Political and economic factors

Socio-cultural

▪ Demographics

▪ Income distribution

▪ Social mobility

▪ Lifestyle changes

▪ Attitudes about work 

and leisure

▪ Consumerism

▪ Levels of education

▪ Ethnic background and 

religion

▪ Access to 

communications media

Technological

• Government spending 

on research

• Government/ industry 

focus on technological 

effort

• New discoveries/ 

developments

• Speed of technology 

transfer

• Rates of obsolescence
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Political and economic factors

Environmental

▪ Environmental 

protection laws

▪ Waste disposal

▪ Energy consumption

▪ Pressure groups

▪ Fines for accidents

▪ Environmentally-

friendly products

▪ Renewable resources

Legal

▪ Competition law

▪ Employment law

▪ Health and safety 

legislation

▪ Product safety

▪ Data protection

▪ Consumer protection

▪ Anti-monopoly 

legislation
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▪ PESTEL factors are influences

▪ Drivers of change

- Internal or external pressure that shape change in an organisation

- Vary by industry and sector

- Example: for a fashion retailer it will be tastes, buying behaviour, 
income

- Example: for the public sector, it will be demographic changes

Drivers of change
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Porter’s Five Forces Model
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New entrants

▪ Will intensify competition

▪ Barriers to entry deter new entrants

- Economies of scale

- Capital requirements

- Access to distribution

- Patents

- Government policy

Substitutes

▪ Threat to market volume

▪ Defences

- Produce, control or buy 
substitutes

- Differentiate so there is no 
substitute

- Find new markets

- Make switching costs high

13

Threats from new entrants and substitutes
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▪ If buyers are powerful they can 
drive down prices

▪ Buyers are most powerful when:

- They are relatively large 
compared to the seller

- Alternative sources of supply 
exist

- Switching costs are low

- They threaten backward 
integration

- They have full information about 
seller’s cost structure and 
margins

▪ If suppliers are powerful the 
price of inputs will be driven up

▪ Suppliers are most powerful 
when:

- There are relatively few 
suppliers

- Few or no substitutes exist

- They threaten forward 
integration

- Switching costs are high

- Customer is not significant

- Supplier’s product is 
differentiated

14

Bargaining power of buyers and suppliers
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Rivalry is greatest where:

▪ Rivals are of a similar size

▪ There is slow growth in the market

▪ Fixed costs are high

▪ Price wars maintain turnover

▪ There is a lack of differentiation

▪ Brand loyalty is low

▪ High strategic stakes exist

▪ There are high exit barriers

Rivalry
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Real world example: five forces analysis of Unilever

▪ Competition and consumers have the biggest impact on the company, 

based on external factors affecting the consumer goods industry. 

▪ Although the bargaining power of suppliers is important, it has limited 

impact. 

▪ The other two forces (substitutes and threat of new entry) have minimal 

effect on the industry environment that Unilever operates in.

▪ To ensure long-term success, Unilever must address the issues related to 

competition and the bargaining power of customers in particular.

▪ How could Unilever do this?

1
6
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Activity

17

Work through Activities 1, 2 and 3
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1. Identify scope

2. Identify key trends and areas of uncertainty

3. Construct initial scenarios

4. Expand initial scenarios into full descriptions

5. Develop quantitative models to show effects on activities, results 

and cash flow

6. Develop strategies which could be adopted if scenarios happened

19

Scenarios and scenario planning
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Porter’s Diamond
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Exam focus

▪ A requirement in the December 2018 exam required candidates to discuss the 
key factors that had enabled an organisation to be successful in its home 
country.

▪ This could have been addressed by applying Porter’s Diamond model. 

▪ Candidates were not penalised if they did not use this model, however, but still 
included a wide range of factors that had enabled the organisation to be 
successful in its home country.

▪ Many candidates used the PESTEL framework to structure their answer.

▪ Some candidates employed both Porter’s Diamond and PESTEL well, but 
others spent time defining the framework or forcing their discussion to fit the 
framework, limiting the marks they could earn.
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▪ Determines an organisation’s ability to survive and prosper

▪ Defined as the adequacy and suitability of its resources and 

competences

- Resources: what an organisation has

- Competencies: an organisation’s abilities to use what it 
has effectively

▪ Threshold capabilities – the minimum level required to 

compete in a particular market and achieve parity with 

existing players

▪ Distinctive capabilities – those that give an organisation a 

competitive advantage

22

Strategic capability
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▪ Threshold resources

- The minimum required to be able to 
compete in the market

▪ Unique resources

- Those that create competitive advantage 
which other organisations cannot obtain or 
imitate

- Comparatively rare

Resources
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The 5M approach to resources

The resource Examples

‘Manpower’ (an 

outdated word used in 

the model to mean 

‘people’)

•Staff expertise, numbers, levels, turnover

• Management – style, skills, expertise

• Industrial relations, morale, motivation

Money • Cash flow, profitability, forecasts

• Credit rating, assets, image with shareholders and financiers

• Financial backing, support, available funding

Machinery • Operational capacity and efficiency

• Technologically up to date?

• Outsourcing? JIT?

Materials •Suppliers – reliability, flexibility, exclusivity, value

• Inventory - costs (internal and external), waste, availability

Markets • Markets, products and customers

– Market status, potential, position, share

– Image, reputation and brand loyalty

– Distribution channels, control, influence
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Technical article: Strategic planning process

Technical article 

The strategic 
planning process –

part 1

Click the link below to 
open the article on 
accaglobal

https://www.accaglobal.com/us/en/student/exam-support-resources/professional-exams-study-resources/strategic-business-leader/technical-articles/the-strategic-planning-process-part-1.html
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Intangible assets and intangible resources
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▪ Organisational competency

- How effective organisations are at using resources at their 
disposal

▪ Threshold competency

- Minimum effectiveness needed to compete in the market

- Common to rivals and easy to copy

▪ Core competency

- What an organisation does well, allowing it to beat competitors 
ie provide competitive advantage

- Provide customer benefits

- Hard to imitate

- Can be widely leveraged
27

Competences
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Real world example: Apple’s resources and competences
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VRIN model and sustainable competitive advantage

VRIN model

Value of 
strategic 

capabilities
Rarity Inimitability

Non-
substitutability
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Activity

30

Work through Activity 1 

Core Competencies
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▪ Types

- Implicit/tacit – ‘know-how’, largely experience based

- Explicit – ‘know-what’, formalised, articulate, often documented

- Organisational learning

▪ Creation, capture, transfer and mobilisation of knowledge makes 

it useful and can provide competitive advantage

32

Organisational knowledge
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Exam focus

▪ The ability to identify and explain why an organisation is successful in its market is 
frequently tested.

▪ For example, in the December 2018 exam, were tasked with identifying and explaining 
internal and external factors which played a part in the organisations success in Deeland. 

▪ Candidates were able to apply a number of models and were not penalised if they did not 
use any particular model. Therefore candidates could use Porters Diamond, or take an 
internal resources approach.

▪ The examining team considered points equally as valid, as long as they were explained 
in the context of how they had contributed to the organisations  success.

▪ Some candidates failed to score well on because they merely re-stated the information 
contained in the exhibits rather than analysing its relevance to the board discussions. 

▪ Weaker candidates spent time defining the model or forcing their discussion to fit a 
model, thus  limiting their marks.
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Value chain
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Activity

35

Work through Activity 4 Value Chains
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Value networks
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Analysing value networks can answer the 
following questions

1. What are the activities and cost/price 
structures of the network?

2. What are the profit pools?

3. Make or buy?

4. Whom to partner with?

Role of value networks
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uary 

2018

Real world example: managing value networks
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SWOT analysis
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Activity

41

Work through Activity 1: SWOT analysis
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Activity

43

Work through Activity 2 

SWOT Analysis
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Exam focus

▪ You will not earn marks for repeating theories, however, if it fits with a Task 
requirement you will earn marks for applying theory.

▪ In the December 2019 exam candidates were asked to discuss whether there is 
a need to restructure the current value chain activities.

▪ Some candidates identified where the value chain should be changed, 
explained why and provided relevant examples.

▪ Weaker candidates explained value chain theory - this is not required in the 
SBL exam and demonstrates poor time management.

▪ In the same exam, candidates were steered towards the use of the product 
portfolio in a requirement. Candidates who used a different model tended to 
make fewer relevant points and therefore scored far lower.
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Chapter 3: Summary ……………..Continued

▪ Strategy is concerned with the long-term direction of an organisation. 
Direction may be the result of careful planning or may emerge over time.

▪ Strategic planning may be analysed using a three-part model: strategic 
position, strategic choice and strategy into action.

▪ The macro-environment can be analysed using the PESTEL model.

▪ Strategic drift happens when an organisation's strategy gradually moves 
away from the desired future state (the vision).

▪ Porter's diamond identifies four attributes that influence the competitive 
nature of the industry in a particular country.

▪ Alternative views of the future (scenarios) may be used to help plan for 
different eventualities.
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Chapter 3: Summary ……………..Continued

▪ Porter identified five forces that potentially impact the level of margins that a 
business can earn.

▪ Market segmentation involves dividing a market into groups of customers who 
share characteristics which enable them to be targeted in a similar way for 
marketing purposes.

▪ Porter's value chain provides a framework for analysing an organisation's 
business processes to identify where most value can be added.

▪ Analysis of the value network can help to identify opportunities to reduce costs 
or perform higher margin activities.

▪ The purpose of analysing the external environment is to identify opportunities 
and threats, so that strategies can be developed that overcome the threats and 
take advantage of the best opportunities.  
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Chapter 3: Summary……………..Continued

▪ Strategic capability describes the adequacy and suitability of a firm's resources and 
competences to survive and prosper.

▪ Threshold capabilities are those necessary to survive, distinctive capabilities create 
a competitive advantage.

▪ Resources are what an organisation has or has access to. Resources may be 
‘threshold’ or ‘unique’.

▪ A competency is an organisation’s ability to use what it has effectively.

▪ Core competencies are what an organisation does well, allowing it to beat 
competitors.

▪ Threshold competencies represent the minimum effectiveness needed to compete 
in the market.

▪ The VRIN model can be used to analyse the sustainability of competitive 
advantage provided by capabilities.

▪ Strategic position involves analysing the strengths and weaknesses of an 
organisation and their impact on strategy.
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Chapter 3: Practice question 

Study Question Bank

2Tel 65 mins

For SBL

➢Attempt the Study Question Bank questions listed above after studying this chapter

➢Attempt Revision Question Bank questions in your revision phase, after studying all chapters

Study Question Bank

TMZ 55 mins

Study Question Bank

NESTA 55 mins
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Thank you
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