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COMPETITIVE ADVANTAGE: THE FOCAL POINT OF STRATEGY

ANVAIWTTD IUMTUYITY NANDULNUNIING U

l Competitiveness I | Financial Performance I

Differentiation

C Gt Economic Market
ompetitive

Cost Leadership [ y . ) — > Value [ "| Value
vantage
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Quick Response
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Value Created for Customers Value Created for Investors
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Competitive Advantage Increases Profitability

Differentiation Advantage : Low Low High High
Industry Sector

Cost Advantage : Low High Low High

MANUFACTURING

Consumer Products:
Durable goods 14.2 20.2 21.0 38.7
Nondurable goods 9.7 27.0 15.0 33.2

Industrial products:
Capital goods 8.1 19.7 28.5 35.2
Raw or semifinished goods 2.9 28.8 15.1 34.9
Components for finished goods 10.5 22.8 29.0 38.8
Supplies of consumable goods 14.1 33.3 31.0 38.4
SERVICES 10.0 22.8 26.8 31.5
OVERALL 9.5 26.2 22.0 34.7

: From PIMS (profit impact of market strategy) database
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Rational Planning Perspective
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USHN McDonald’s : LWalugnAAAANNNINEALlalaasIN 100 %
NNIULASYNAIUIFIUSLAN AN AL
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1288 15 % Adl
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Strategic: Analysis
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Positives Negatives
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THE GENERAL AND COMPETITIVE ENVIRONMENT

* Threat of new entrants

*Ba’ wuppliers
ORGANIZATION

*Bar “ouyers

* Threat of substitute products

» Competitive rivalry
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The Importance of Internal analysis
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Examples of Tangible Assets

A manufacturing firm’s property and equipment

A research and development firm’s patents

A telephone company’s network of wire, cable, and satellites
An entertainment company’s library of old films

A restaurant’s secret recipe

A direct-marketing firm’s mailing list

A natural resources company’s landholdings

A motel chain’s computerized reservation system

A parts store’s inventory

A furniture manufacturer’s distribution network

9/9/2007
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Examples of Intangible Assets
B A well-known and trusted brand name
B A firm’s good reputation
B A knowledgeable and creative workforce
B A unifying corporate culture
B A multinational corporation’s experience with various national government:
H A management team with good working relationships across functions
H A memorable advertising campaign
B A high level of community support
B A suitable organization structure

B A visionary leader with strong motivation and communication skills
9/9/2007. 48



FRAMEWORKS FOR IDENTIFYING

WHAT TO ASSESS

9/9/2007

> Critical Success Factors
> VValue Chain
> Core Processes and Systems
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Critical Success Factors (CSFs)

Y

> fadgmnnennuansa  wneas  dodensieaznounaz
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> tlvsmnaluanuausovesesnnslaanigliaias
o Qmﬁﬂymzﬂ13Qﬂﬁ1ﬁﬂﬁu(lndustry Characteristics)
o AIMHHIIUNISUVITH (Competitive Position)
Y o .
o @NNZIIAADNNII (General Environment)

V) (4
e NIINANUIDIANT (Organizational Developments)
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Ratings™

Critical Success Factor Wal-Mart Kmart Sears

Low sales and administrative expenses
Efficient distribution systems
Reputation for value

Organization culture

Top-management turnover

Supplier relationships

N ol D o1 ol oo
AW N WD W
w A FP N BB

* Ratings: 5 = very favorable, 1 = very unfavorable.
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\Value Chain
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Value Chain Analysis

4 ¢
Tn59a3190WH§ 14UP999ANS (Firm Infra-structure)

LY Y 4
N139ANIININYININYHY (Human Resource Management)

MsWauunalulag (Technology Development)

Support Activities

NSAAT (Procurement)

INYAL M3 AITUA MInaa | MIUIN3
Inbound | UfliAa1 | Outbound MIVIY Service

Logistics | Operations Logistics Marketing
& Sales

—~
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Core Processes and Systems
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Primary Processes

> Product Development
> Demand Management
> Order Fulfillment
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Support Systems

> Capital Resourcing
> Human Resourcing
> Information Resourcing
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Control Systems
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Methods for Assessing Internal
Strengths and Weaknesses

> The Balanced Scorecard
> Quantitative Analysis
> Qualitative Analysis

9/9/2007
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Balanced Scorecard

> The Financial Perspective

> The Customer’s Perspective

> The Operations Perspective

> The Organizational Perspective

9/9/2007
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