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Creating a Successful Strategy 
Competitive strategy is about being different. It means deliberately choosing a different set of activities 
to deliver a unique mix of value. Consider companies like Southwest Airlines or IKEA, which shook up 
their industries in the 1980s by doing things in a novel way. They essentially rewrote the playbooks for 
how to run an airline and sell furniture—and carved out long-lasting, unique strategic positions in the 
marketplace. 
 

 A unique value proposition 
 A distinctive value chain 
 Making strategic trade offs 
 Fit across the value chain 
 Continuity over time 

The Value Proposition: Three Essential Questions 
  

 
Which customers are you going to serve? 
Within an industry, there are usually distinct groups of customers, or customer segments. A value 
proposition can be aimed specifically at serving one or more of these segments. For some value 
propositions, choosing the customer comes first. That choice then leads directly to the other two legs 
of the triangle: needs and relative price. 
 

Which needs are you going to meet? 
In many cases, choosing the need the company will serve is the primary decision that leads to the other 
two legs of the triangle. Here, strategy is built on a unique ability to meet a particular need or a subset 
of needs. Often that ability arises from the specific features of a product or service.  
Typically, value propositions based on needs appeal to a mix of customers who might defy traditional 
segmentation. Instead of belonging to a clear demographic category, the company’s customers will be 
defined by the common need or set of needs they share at a given time.  
 

Relative price  
What price will provide acceptable value for customers and acceptable profitability for the company? 
For some value propositions, relative price is a primary leg of the triangle. Some value propositions 
target customers who are overserved (and hence overpriced) by other offerings in the industry. A 
company can win these customers by eliminating unnecessary costs and meeting “just enough” of their 
needs. Where customers are overserved, the lower relative price is often the dominant leg of the 
triangle.  
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Conversely, some value propositions target customers who are underserved (and hence under-priced) 
by other offerings in the industry. These customers want an enhanced product or service and are willing 
to pay a premium for it. The unmet need is typically the dominant leg of the triangle, while the higher 
relative price supports the extra costs the company has to incur to meet it. 

Distinctive Value Chain 
Most managers think about strategy in terms of which customers’ needs they are meeting. It’s less 
intuitive to think about distinctive ways to satisfy those needs.  A unique value proposition will not 
translate into a meaningful strategy unless the best set of activities to deliver it is different from the 
activities performed by rivals. If that were not the case, every competitor could meet those same needs, 
and there would be nothing unique or valuable about the positioning. 
 
Insight into customers’ needs is important, but it’s not enough. The essence of strategy and competitive 
advantage lies in the activities, in choosing to perform activities differently or to perform different 
activities from those of rivals. Successful companies like IKEA have done just that, tailoring their value 
chains to their value propositions. 
 
Developed by Michael Porter and used throughout the world for nearly 30 years, the value chain is a 
powerful tool for disaggregating a company into its strategically relevant activities in order to focus on 
the sources of competitive advantage, that is, the specific activities that result in higher prices or lower 
costs.   A company’s value chain is typically part of a larger value system that includes companies either 
upstream (suppliers) or downstream (distribution channels), or both. This perspective about how value 
is created forces managers to consider and see each activity not just as a cost, but as a step that has to 
add some increment of value to the finished product or service. 
The Value Chain 

 

Making Strategic Trade-offs 
Robust strategies typically incorporate multiple trade-offs. The very best have trade-offs at almost 
every step in the value chain.  
 
Consider IKEA, the Swedish home furnishings giant. IKEA’s value proposition is to provide good design 
and function at a low price. Its target customer is what IKEA calls the person “with a thin wallet.” In 
choosing its particular kind of value and the activities needed to deliver it, IKEA has accepted a set of 
limits: it does not meet all the needs of all customers.   In every major value-adding step in the process 
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of creating and selling home furnishing, IKEA has made different choices from the “traditional” home 
furnishings retailer.  
  
IKEA vs. Traditional Furniture Retailers 
IKEA, Sweden 

 
Choosing what not to do 
A strategic position is not sustainable unless there are trade-offs with other positions. Trade-offs occur 
when activities are incompatible. Simply put, a trade-off means that more of one thing necessitates less 
of another. An airline can choose to serve meals—adding cost and slowing turnaround time at the 
gate—or it can choose not to, but it cannot do both without bearing major inefficiencies. 
 

Why do trade-offs arise? 
Trade-offs arise for a number of reasons. Porter highlights three. 

1. Product features may be incompatible. That is, the product that best meets one set of needs 
performs poorly in addressing others.  

2. There may be trade-offs in activities themselves. In other words, the configuration of activities 
that best delivers one kind of value cannot equally well deliver another. 

3. Inconsistencies in image or reputation. 
 
Trade-offs are pervasive in competition and essential to strategy. They create the need for choice and 
protect against repositioners and straddlers. 
 

Fit Across the Value Chain 
Strategy involves creating “fit” among a company’s activities. Fit has to do with how the activities in the 
value chain interact and reinforce one another.   Fit drives both competitive advantage and 
sustainability: when activities mutually reinforce each other, competitors can’t easily imitate them.  
 
Fit is Leveraging What is Different to be More Different 
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When using the value chain as a framework, it’s important to remember that all the activities in the 
chain are linked and interdependent. Positioning choices determine not only what to do and how to do 
it, but also how everything fits together. While operational effectiveness is about achieving excellence 
in each activity, strategy is about combining activities. 
  

Why fit matters 
You can enhance uniqueness and amplify trade-offs when activities combine to reinforce your strategic 
position. If you make premium technology products, like Apple, you become even more distinctive 
when you offer a sophisticated sales force and a marketing approach that emphasizes specialized 
customer assistance and support. 
 

Continuity of Strategic Direction 
Strategy is about making choices. The hardest thing for many companies is sticking to those choices 
over time, even in the face of intense competition and challenging economic times. Deepening a 
strategic position involves making the company’s activities more distinctive, strengthening fit, and 
communicating the strategy better to those customers who should value it—not chasing after “easy” 
growth opportunities that dilute the company’s value proposition.  
 

Continuous improvement 
“Reinvention” and frequent shifts in direction are costly and confuse the customer, the industry, and 
the organization. Continuity of strategy is essential to creating and sustaining competitive advantage. 
This means: 

• Understanding the strategy throughout the organization 
• Building truly unique skills and assets related to the strategy 
• Establishing a clear identity with customers, channels, and vendors 

Does this mean a company should never change? The answer is no. Innovation and growth ensure 
success. However, the value proposition stays the same. The job of management is to continuously 
improve how to realize it. 
 


