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INTRODUCTION: THE ENDURING RELEVANCE OF PORTER’S VIEW ON STRATEGY

In the crowded landscape of business literature, few concepts have stood the test of time as firmly
as Michael E. Porter’s definition of strategy. Published in his seminal 1996 Harvard Business Review
article, “What Is Strategy?”, Porter offered a stark warning to executives who confused operational
effectiveness  with  genuine  strategic  positioning.  For  decades,  companies  had  focused  on
benchmarking,  reengineering,  and  efficiency  gains,  believing  that  being  “better”  at  the  same
activities was the path to outperformance. Porter argued that this was a mistake. True strategy, he
asserted,  is  about  being  different.  It  means  deliberately  choosing  a  unique  set  of  activities  to
deliver a unique mix of value. Understanding What Is Strategy By Michael E Porter is not an
academic exercise; it is a practical necessity for any organization that wants to build a sustainable
competitive advantage in an increasingly commoditized world. This article unpacks Porter’s core
ideas,  from  the  critical  distinction  between  strategy  and  operational  effectiveness  to  the  roles  of
trade-offs,  fit,  and  positioning.  By  the  end,  you  will  have  a  clear  framework  for  thinking  about
strategy  that  goes  beyond  buzzwords  and  provides  real  strategic  clarity.

THE FUNDAMENTAL DISTINCTION: STRATEGY VS. OPERATIONAL EFFECTIVENESS

To grasp What Is Strategy By Michael E Porter, one must first understand what strategy is not.
Porter  defines  operational  effectiveness  (OE)  as  performing  similar  activities  better  than  rivals
perform  them.  This  includes  improving  quality,  reducing  costs,  speeding  up  processes,  and
increasing efficiency. For a time, focusing on OE can yield significant gains. However, Porter warns
that  OE  is  not  strategy.  The  reason  is  simple:  the  tools  of  OE  –  total  quality  management,
benchmarking, outsourcing, lean production – are easily imitated. When all competitors adopt the
same  best  practices,  the  productivity  frontier  shifts  outward,  but  no  single  firm  gains  a  lasting
advantage.  Prices  fall,  margins  shrink,  and  everyone  ends  up  on  a  treadmill  of  relentless
improvement that benefits customers but not companies. Strategic positioning, by contrast, requires
performing different activities from rivals or performing similar activities in different ways. It is about
creating a unique value proposition. Organizations that conflate OE with strategy often end up with
“me-too” offerings and price wars.  Porter’s insight is  that the most successful  companies focus on
being different, not just better.

THE FIVE FORCES: THE CONTEXT FOR STRATEGIC CHOICE

Before diving into the mechanics of positioning, it is useful to remember that Porter’s work on

strategy is deeply rooted in his earlier Five Forces framework. The Five Forces – threat of new
entrants,  bargaining power of buyers,  bargaining power of suppliers,  threat of substitutes,  and
industry rivalry – determine the inherent profitability of an industry. A robust strategy must account
for these forces. However, What Is Strategy By Michael E Porter goes beyond industry analysis
to address how a firm can choose a position that leverages the industry structure. For example, a
company might position itself to serve customers who are least sensitive to price, thereby reducing
the threat of substitutes and competitive rivalry. The Five Forces provide the landscape; strategy
provides the unique path across it.  Understanding this  context  is  essential  because a brilliant
positioning in a structurally unattractive industry may still fail. Strategy is about making choices that
improve your relative position within the competitive environment.

THE CORE OF STRATEGY: CREATING A UNIQUE AND VALUABLE POSITION

At  the  heart  of  Porter’s  definition  is  the  idea  of  strategic  positioning.  This  means  performing
different  activities  from  rivals,  or  performing  similar  activities  in  different  ways.  Porter  identifies
three distinct sources of strategic positioning that help answer the question What Is Strategy By
Michael E Porter:

Variety-Based Positioning
Here, a company chooses to produce a subset of an industry’s products or services, rather than the
full  range.  Instead  of  trying  to  serve  all  customer  needs,  the  firm focuses  on  a  particular  product
variety  or  a  specific  value  chain  activity.  A  classic  example  is  IKEA,  which  offers  limited  home
furnishings designed for self-assembly and cost-conscious young families.  IKEA does not try to
compete in high-end furniture or custom design. By concentrating on a distinct set of activities –
modular  design,  flat  packaging,  warehouse-style  stores,  and  in-store  childcare  –  IKEA  creates  a
unique position that other furniture retailers cannot easily replicate. Variety-based positioning works
because  it  allows  the  firm  to  tailor  its  entire  activity  system  to  deliver  a  specific  type  of  value
exceptionally  well.

Needs-Based Positioning
Instead of focusing on a product variety, needs-based positioning segments customers by their
needs. The company serves all or most of the needs of a particular group of customers. For instance,
Bessemer Trust, in the private banking industry, deliberately chose to serve only clients with over $5
million in investable assets. Unlike other banks that try to offer a broad range of services to many
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customer  segments,  Bessemer  tailors  its  entire  operation  –  from investment  advice  to  estate
planning – to the specific needs of wealthy families. This focus prevents the dilution of resources and
allows Bessemer to build deep relationships and expertise that generalist banks cannot match.
Needs-based positioning requires the firm to understand the unique demands of its target segment
and design its activities accordingly.

Access-Based Positioning
This  form of  positioning  segments  customers  based  on  their  geographic  location,  distribution
channel, or other factors affecting access. A company might target customers in a specific region or
those who prefer a certain channel.  For example,  a local  grocery chain might focus on urban
neighborhoods  where  large  supermarket  chains  find  it  uneconomical  to  operate.  Access‑based
positioning often involves tailoring the activity system to serve a particular customer touchpoint
more efficiently than competitors. It is especially relevant in industries where location, convenience,
or channel preferences create natural niches. Porter emphasizes that the best strategic positions
often combine elements from all three sources, but the key is to choose a position that is distinct
and defensible.

STRATEGY REQUIRES TRADE-OFFS: THE ESSENCE OF CHOICE

One of the most powerful insights in What Is Strategy By Michael E Porter is the role of trade-
offs.  A  true  strategic  position  cannot  be  everything  to  everyone.  If  a  company  attempts  to  serve
many needs for many customers, it will inevitably compromise its uniqueness and efficiency. Trade-
offs arise from three sources: (1) contradictions in image or reputation – a firm known for low cost
will  struggle  to  also  be  seen  as  luxurious;  (2)  conflicts  in  activities  –  the  actions  required  for  one
position may complicate or increase costs for another; and (3) limits on internal coordination – a
single  operation  cannot  simultaneously  excel  at  two  different  activity  systems.  For  example,
Neutrogena’s strategy is based on “mild” soaps that are gentle on the skin. This position requires
avoiding strong detergents and fragrances, which are essential for competitors selling deep-cleaning
or highly scented products. By making the trade-off to ignore these benefits, Neutrogena creates a
clear  identity.  Porter  argues that  strategy is  fundamentally  about  deciding what not to do.
Without trade-offs, a company has no competitive advantage – it is just trying to be average.

FIT AS THE KEY TO SUSTAINABILITY

A strategic position alone is not enough. Competitors can often imitate a single attribute. The true
barrier to imitation, according to Porter, is the fit among a company’s activities. Fit means that all
the activities in a firm’s value chain reinforce each other and align with the strategic position. Porter
describes three types of  fit:  (1)  simple consistency between each activity  and the overall  strategy
(e.g., low-cost airline Southwest ensures no meals, no assigned seats, and quick turnarounds all
reinforce cost reduction); (2) activities are reinforcing – for instance, Southwest’s point-to-point
routing, high aircraft utilization, and employee productivity all work together; and (3) optimization of

effort – activities that reduce the need for others, like cross-training staff to perform multiple roles.
When a company achieves strong fit, its entire activity system becomes hard to copy. A competitor
might  replicate one activity,  but  it  cannot  replicate the entire  intertwined system. This  is  the
ultimate  source  of  sustainable  competitive  advantage.  Understanding  What  Is  Strategy  By
Michael E Porter means recognizing that strategy is not a set of isolated decisions but a system of
interconnected choices.

COMMON MISCONCEPTIONS ABOUT STRATEGY

Despite  Porter’s  clear  exposition,  many  business  leaders  still  fall  into  traps.  One  common
misconception is that strategy equals growth. Porter warns that growth often undermines strategy
by  forcing  a  company  to  expand  into  positions  that  require  different  trade-offs.  For  example,  a
premium brand that opens discount stores may dilute its image and confuse customers. Another
misconception is that strategy is about ambition or vision statements. While vision is important,
strategy must be grounded in explicit choices about activities, customers, and value. Yet another
mistake is treating strategy as a one-time action. In reality, continuous improvement in operational
effectiveness  is  necessary,  but  the  strategic  position  and  activity  system  require  constant
refinement,  not  constant  reinvention.  Finally,  some  leaders  believe  that  using  technology  or  data
analytics automatically creates a strategy. Tools are enablers, but they are not a substitute for the
hard work of choosing a unique position and making trade-offs. Porter’s framework remains relevant
precisely because it cuts through these fads and returns to first principles.

THE RELEVANCE OF PORTER’S STRATEGY IN MODERN BUSINESS

Critics sometimes argue that Porter’s ideas are too static for today’s fast-paced digital economy.
However, the core principles of What Is Strategy By Michael E Porter are more relevant than
ever. In a world where speed and imitation are rampant, companies that lack a distinctive position
end up in red oceans of competition. The emphasis on trade-offs helps leaders resist the temptation
to chase every opportunity. Moreover, Porter’s later works, including “Strategy and the Internet,”
clarified  that  internet  technologies  do  not  invalidate  strategy;  they  simply  change  the  activity
system. For instance, Amazon’s strategy is not merely being online; it is a carefully crafted system
of  low prices,  vast  selection,  Prime delivery,  and third-party  marketplace that  reinforces  each
element. The rise of platforms and ecosystems has also introduced new forms of positioning, but the
logic of unique activities and fit still applies. If anything, the ability to make hard choices and create
a coherent activity system is even more valuable when competitors can easily copy a single product
feature. Ultimately, Porter’s framework provides a lens to cut through noise and focus on what truly
drives lasting advantage.

CONCLUSION: STRATEGY AS A CONTINUOUS CHOICE

Michael E. Porter’s definition of strategy is elegantly simple yet profoundly demanding. Strategy is
not about doing the same things as everyone else, only better.  It  is  about choosing a unique
position, embracing the necessary trade-offs, and designing a system of activities that reinforce one
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another. In a business world often obsessed with growth and efficiency, Porter reminds us that the
most successful companies are those that have a clear sense of identity and the discipline to say no.
Whether you are a startup founder, a corporate executive, or a student of business, understanding
What Is Strategy By Michael E Porter equips you with a timeless mental model. It shifts the

conversation from operational tactics to genuine strategic choices. The next time your organization
faces  a  growth  opportunity  that  does  not  align  with  your  core  positioning,  remember  the
fundamental  insight:  strategy is  about  what  you will  not  do.  That  clarity  is  the foundation of
sustainable competitive advantage.


