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How to choose an overall strategy 

It’s a big world out there, so choosing which markets you’re going to play in and how you’re going to 

compete is vital to your business’ long term success.  Get this right and you’ll be selling to the right 

customers for the right price and maximise profits.  Try to be all things to all people and you’ll likely struggle 

across the board.  This note shows you how to develop an overall strategy for your business based on your 

strengths. 

 

TIPS 

• Be honest/balanced – not meant as a ‘feel good’, nor too bleak 

• Be specific – avoid words like ‘high quality’– think about what your customers value 

• Focus on the things that you are better/worse than your competitors; remember some of these are 
likely to be subtle – it’s the consistent application that will make a difference. 

• Keep the focus consistent – i.e. at the overall business or a product level throughout 

• For start-ups, treat the business and product as the same 

 

See explanation and worked example over 

 Important Note:  The information provided in this document is of a general nature and does not take into account your individual 

circumstances.  You should consult your business advisor before making any decisions relating to this topic.  AUSPresence excludes all 

responsibility and liability relating to and your use of the information contained herein.   
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SWOT = Strengths, 

Weaknesses, 

Opportunities, Threats 

 

Divide your 

strengths/Weakness 

based on whether they 

provide a cost or 

differentiation 

advantage. 

 

Cost advantage = 

flexibility to have lower 

prices 

Differentiation = 

increases likelihood 

people will pay more 

 

Are you analysing a 

product or the overall 

business?  Be 

consistent. 

 

The same process can 

be used in reverse.  

Sometimes your 

objectives may 

necessitate you 

boosting your 

weaknesses. 

 

CHOOSING A STRATEGY 
Our goal is to choose one of three generic strategies identified by management 

guru Michael Porter.  These vary based on whether you are going to compete 

across the market or in a selected niche; and whether you are going to compete 

on the basis of price or as a specialist player.  Note: Implementation – i.e. the 

tactics you’ll employ to execute these strategies will be radically different today. 

In order to determine which strategy best fits the business we will utilise a 

modified SWOT analysis.  Most people will be familiar with SWOT analysis, but 

fewer know what to put in and what to leave out and so are left with a mushy, 

feel good document that’s of little value in decision making. 

We focus on two aspects – strengths and weaknesses and then only in terms of 

whether they provide a cost or differentiation advantage as shown in the table 

below.   

Strengths Weaknesses 

Cost Differentiation Cost Differentiation 
 

In completing your strengths and weakness table be careful of using broad terms 

such as ‘quality’.  Given that you are unlikely to be looking to rip people off, then 

there is going to be a base level of quality required as “table-stakes” e.g. complies 

with Australian Standards, otherwise you’ll face too many complaints, regulatory 

sanctions, etc.. and sales will quickly falter.  Therefore better to think around the 

benefits delivered e.g. long term reliability. 

Cost or Differentiation? 

Look at your strength columns; which has the most?  Use this to select whether a 

cost or differentiation strategy is likely to be a better fit. 

The next step is a bit trickier.  Best approach is to test each option within the 

selected cost or differentiation column based on your understanding of the 

market and what you are trying to achieve.   

No. Strategy Characteristics/success criteria 

1 Cost Leadership Cost leader; needs parity in other dimensions 

2 Differentiation Unique along some dimension widely valued by 
buyers; cost parity required 

3a Cost Focus Exploits differences in price behavior between 
segments; needs segments to be poorly 
serviced by broad focused competitors. 

3b Differentiation Focus Serves segments with special needs and serves 
them better; needs differences between target 
segment and others 
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Avoid being “stuck in 

the middle” – choose a 

strategy. 

Being in the middle can 

be a dangerous place 

to compete as we risk 

not generating the 

economies of scale 

through the large sale 

volumes – which would 

lower our costs, nor 

the margins (profit) 

from being able to sell 

at a higher price point.  

EXAMPLE 

Walk into the tools section at any hardware shop and check 

out the prices of circular saws (if you’re a DIY’er like me, this 

is actually interesting ☺).  Let’s assume you’re after a 

relatively small saw (185mm).  What do you see?  You can 

buy an Ozito for around $60, or a Makita for almost twice the 

price.   

So, let’s pretend we’re the product manager for 

a range of mid-cost power tools.  Originally from Japan, the 

manufacturing company behind our brand still sells towards 

the upper end of the market.  The power tool division was 

sold off before our time, as it struggled to meet the price 

points required as part of its pivot towards the booming DIY 

market.  Improved manufacturing has since addressed any 

quality short falls, but the tradesperson/high-usage segment is considered lost.  

Today we face strong competition from cheap brands at the lower end of the 

market, as well as from premium brands bringing out lower-specification versions 

of their products. 

What to do? 

Here’s how a (very) high level strengths and weaknesses table might look. 

Strengths Weaknesses 

Cost Differentiation Cost Differentiation 

Low cost 
manufacture 

• Positive brand 
“Japanese-quality” 
association – older 
users  

• Solid performance up 
to med-high level use 

• Systems approach – 
wide range of tools 
using same battery 
pack 

Higher through use 
of better spec’d 
parts  

• Lower brand 
recognition – 
younger users 

• Reduced 
positive 
association on 
job sites 

 

Examination of the table above suggests that a differentiation based strategy is 

likely a better fit.  We now need to choose between serving the whole market or 

focussing on a narrower segment.  This is normally where you would look towards 

your market analysis, company objectives and the role your brand has within the 

overall portfolio.   

For our purposes we are going to assume that the power tools market has the 

following segments: Consumer (45%), Professional Industrial (20%) and 

Professional Tradespeople (35%; and that our management wants us to pursue 

the Consumer segment.  

 
 

Quality in itself (beyond the minimum 

requirement) does not guarantee success.  It 

must relate to how it will be used. 
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Summary to this 
point:  

• Consumer market  

• Favouring a 
differentiation-
based strategy.   

 

Here frequency-of-use 

has been used as the 

primary segmentation 

variable with buying 

criteria as the 

secondary. 

It is helpful to give 

each segment a word-

picture label for ease 

of reference. 

 

 

 

 

 

The key thing to 

remember is that 

strategy selection is 

an iterative process, 

so it’s more that we 

believe a 

differentiation focus 

strategy based on the 

DIY if-onlys looks 

promising.  You need to 

validate it with 

additional analysis. 

But where in the Consumer market? 

As you can imagine (I know you want to) the Consumer power tools market is 

large enough that it would make sense to consider the competitive scope (see 

diagram on page 1) just in relation to this market.  On this basis a narrow target 

would refer to a specific segment such as the ones listed below. 

Segment Description Key buying criteria 
(descending order of importance) 

One-timers Single/infrequent use 
requirement, or not 
wishing to damage usual 
tool 

• Price 

DIY if-onlys Low range use, interested 
in tools, value quality but 
constrained by other 
factors: budget, storage 
space 

• Performance  

• Price 

• Quality 

• Efficiency (cordless options) 

• Ease of handling 

• Sound level 

DIY enthusiasts Power users, similar to 
professional tradesman 

• Performance 

• Quality 

• Ease of handling 

• Efficiency (cordless options) 

• Price 

• Sound Level 
 

And the winner is: Differentiation Focus strategy! 

Examining the table above through the lens of our strengths and weaknesses 

suggests that targeting the DIY if-onlys could have potential.  Given that this is a 

narrower focus, the suggested strategy is therefore Differentiation Focus (3b in 

the diagram. 

You would need to look at the potential size of the market to see whether it was 

big enough.  Assuming it was, there is also the potential upside of acquiring some 

DIY enthusiasts at least for their secondary tools that they don’t use as often. 

Summary – where to from here?  

We have used a process to identify a generic strategy.  This strategy can then be 

used to influence such things as product appearance and marketing 

communications to appeal to the chosen segment and make it easier for them to 

recognise our product on the shelf. 

 

.  

 

 


