
497

Strategy

10

Although this view has been challenged by Porter’s critics, either way, the model 
is a valuable tool in the work of designing strategy.

First, there is the question of how the company chooses to create competitive 
advantage. According to Porter, there are two options: either at the lowest pos-
sible cost, achieved for instance, by economies of scale, optimised processes, 
etc., or by being different, so differentiating themselves and making unique 
products that customers are willing to pay more for.

Then, there is the question of the company’s market. Here, too, there are two 
options: either a broad target aimed at many markets and customer segments, 
or a narrow target for a specific market or customer group.

The combinations above provide four competitive strategies:

• Cost leader, i.e., the company is on many markets and targets many cus-
tomer groups to achieve economies of scale. Cost reductions are continu-
ally being waged at all stages and suppliers are pressed on prices.

• Cost focus, i.e., specific market and customer group in the form of a spe-
cial group or particular geographic area. The ability to keep prices down 
is in focus.

• Differentiation, i.e., differentiated towards many markets and customer 
groups. The company is able to create a unique product or a unique ser-
vice that means more to the customer than the price.

• Focussed differentiation, i.e., differentiated towards specific market and 
customer groups in the form of a special group or particular geographic 
area. Differentiated and customised solutions are in focus and the price 
means less.

FIGURE 10.38 Porter’s 
four competitive 
strategies.
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