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Chapter 7 The Competitive Strategies
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Objectives:

1. Understand the relationship among competitive strategy,
customers and competitors

2. Master the basic competitive strategy of the management

3. Master the advantages, disadvantages and applicable
conditions of each strategy
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Review: The level of strategic
management
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(—) Relationships between businesses, competitors, and
customers 1, EFHEMMEBXFH

The essence of competitive strategy is the competition
to win customers and give customers' "happiness".
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— . Basis of Theory It ZE it

(—) Customer Delivered Value Theory

P LENMEIELL -

Customer Delivered Value = Total Customer Value

— Total Customer
Cost



« 1. Total customer value is a group of benefits that
customers expect from a particular product or service,
including product value, service value, personnel value and
Image value.
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2. The total customer cost is the customer expenses
incurred in obtaining and using the product or
service. These include money costs, time costs, energy
costs and physical costs.
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(=) Ways of improve Customer Delivered

Value EEmEZILEMERNIRRER:

Decrease
Cost-leader

customer cost ‘ Strategy
-—

Increase Differentiation
customer value ‘ Strategy




What are cost-leader and
differentiation strategies?
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Generic Competitive Strategies

* (—) cost-leader strategy
* 1. What is the cost-leader strategy

* A competitive strategy that strives to make the total cost of
the enterprise lower than the lowest cost of the competitors
In the industry.

« 2. Difference between low-cost strategy and cost reduction?

* (1) the lowest cost is the goal of low-cost strategic
enterprises.

* (2) cost reduction is the basic task that every enterprise
must carry out.
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Differentiation strategies

» Enterprises make their products or services different from
those of competitors, so that customers can perceive the
uniqueness of products and services and are willing to pay a
high premium.That is to improve customer utility (product
function, quality, service, packaging, corporate image of the
customer's utility).

 Strategic theme: through the company's image, product
features, customer service, technical features, distribution
network and other forms, efforts to form some features in the
whole industry has something special, users to establish
brand preference and loyalty.
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(The advantages of low-cost strategy: economies of scale
are not afraid of alternatives. They are not afraid of price
wars. They are not afraid of buyer's bargaining)
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Conditions for implementing a low-cost
strategy

* (1) the cost leader usually only provides standardized products, rather
than being the first to launch

* The new product, at the same time the market is difficult to carry on
the characteristic management, the majority of customers with

« Consume products in the same way.
* (2) economies of scale and experience (learning) effect (unit product

» The cost decreases with the increase of the accumulative output and
the improvement of work efficiency.

» The premise of economies of scale - higher market share

* (3) market of enterprise products Demand is price elastic.
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How to achieve the low-cost strategy:

* (1) reduce the cost of raw material purchase and
storage

* (2) the technical department actively improves the
production process, standardizes the products,reduce
manufacturing costs.

* (3) to form a virtuous cycle of equipment and
production



How to achieve the low-cost strategy:

* (4) reduce r & d, product service, personnel, advertising and
other aspects of the cost.

* (5) replace dealers and agents with their own sales force.

* (6) move the production facilities close to the supplier or
eliminate fee-paying places to reduce transportation costs

* (7) application of forward or backward integration.

* (8) establish the cost control system of the whole enterprise.
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6. Risks of low-cost strategy

* (1) standardized products are easy to be regarded as
low-grade products, while standardized products are
easy to be eliminated due to lack of innovation .

* (2) they are greatly impacted by technological changes.
(3) they are easy to be imitated by competitors.
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(Z) Differential strategy '%%

1. The implementation conditions of differentiafog%V
strategy

(1) basic skills and resources required:
» Strong production and marketing ability
e Strong product process design ability
e Creative vision
* Strong basic research ability

e The reputation of a leading company in quality or
technology

e Have a long tradition or can draw from other business
unique skills or unique corporate culture

e Strong cooperation in sales channels.



(2) Organizational Requirements

* Work closely with the research and development and
marketing departments

* emphasis on subjective evaluation and incentives,
rather than quantitative indicators

* There is an atmosphere that attracts highly skilled
workers, scientists and creative minds.
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Other Requirements

* To establish the differentiation strategy, the differentiation
strategy should be carried out in all aspects of the value
chain;

 To have a soft body, organizational system to retain flexibility,
the use of flexible production lines, business outsourcing,
iImprove the ability to respond quickly;

» Continue to specialize the products and services until the
products die;

« Paranoid innovation in the whole system of the company's
processes;

« Abandon the idea of a single price war.
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(2) WASHER
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(=) The way of Establishing differentiation
advantageZ 3 Z Al M ERIER

» Rebuild the value chain of the enterprise, connecting the

value chain system of suppliers, enterprises and customers.

* Improve sales channels and add more retail outlets and
service outlets

« Shaping the company's image and product features

« Expand the breadth of activities and business scope.
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(F9) the application of differentiation
strategy

* 1. There are many ways to make products or services
different in the industry, and enterprises are likely to
establish the characteristics of products or services desired
by users through a variety of ways

» 2. Users' needs for products or services are diverse or
change frequently.

* 3. Enterprises can implement this strategy more quickly, or
competitors need to pay a high price for imitation

* 4. Only a few companies in the industry have adopted this
strategy.
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(v) risks of differentiation strategy

How to stay differentiated
* I[mitation by competitors
* Variability is undermined by changing customer needs

* Major changes in technology will also erode differential
leadership

e Similar differentiation in the local market to establish a
more innovative image.
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Focus strategy

* Focus strategy refers to the strategy of specialized
services in a specific market segment (purchasing
group, regional market or product line), striving to use
their own resources and capabilities to gain competitive
advar;tages iIn @ smaller target market.(the survival of
smes

 Cost leadership and differentiation strategy is the
dominant strategy, while Focus strategy is the corner
strategy.

* Resources and capabillities are the boundaries that
constrain enterprise strategy.
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The type of Focused strategy

* (1) Focused Low-cost Strategy

* Focus on achieving cost advantage in its target
market.

* (2) Focused Differentiation Strategy

* Focus on achieving a maverick image in its target
market.
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2. Target MarketH#frmisn:

* |f the potential demand of a particular customer group or
regional market is sufficient to make the enterprise
profitable and is not the key market of major competitors,
then this particular customer group or regional market can
be the target of concentration.
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3. How to realize the focus strategy

gn{a] SEER &R P AL A i

* Professional differentiation, differentiation strategy will be
used in the local market scope. Such as local product update,

product function improvement, local market key marketing.
e Target market segmentation

* Reduce cost in target market, such as reducing transportation

cost, promotion cost, etc.
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BT E A E WS

. 4y BRI

- FEEFTHIRRRA, WALERAAR, S RRAS.



4. The application of focus strategy

* (1) There are significantly different customer groups in the
market.

* (2) No other competitors focus on the same target market

* (3) The enterprise's existing resources do not allow the
widest market.

* (4) The market within the industry varies in size, growth rate,
profit margin, strength of the five competitive forces, etc.
Heterogeneity makes certain market segments more
attractive than others for certain firms.
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5. Risks of Focus Strategic £& = &% E& B X\

- Small scale, high cost, small profit space
 Strategy is easy to be imitated and target market is easy to be invaded.

« Because of the concentration of power, the change of technology and
customer preference will have a big impact on the enterprise.

- Always in the threat of cost and differentiation strategy of enterprises.
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- Backgrount

Information

« BN, AR, RFZE)

- R E SR, BIrmiamins .
s AT HESEH, BRARMMEZF RGNS I B RBKRAE.

IR TR A TNZE F L BRI ER 2 5




6. EARTFHEHIXAI
c E7 . MMM RSB T EAARE

oIt




Speed: strategy ?

1. Is speed a strategy or a tactic? Why is that?

2. The connection and difference between speed strategy
and low cost and differentiation strategy?

3. Do enterprises with low cost and differentiation strategies
need speed?

* 4. How should logistics enterprises pursue speed?
1, REZXETEZHRAR? T4
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(F9) Speed strategy
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1. Basis of Theory 2t &t

Customer Delivered Value Theory

P LENMEIELL -

Customer Delivered Value = Total Customer Value

— Total Customer Cost



« 1. Total customer value is a group of benefits that
customers expect from a particular product or service,
including product value, service value, personnel value and
Image value.

&S HEEMFHE AR —5E~mE AR S PR GHI—AF
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2. The total customer cost is the customer expenses
incurred in obtaining and using the product or
service. These include money costs, time costs, energy
costs and physical costs.
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Speed competitive advantage

* (1) American information technology strategist Bauer added another
two strategic competitive advantages -- speed advantage and
mobility advantage on the basis of three strategic competitive
advantages (low cost, differentiation and centralization) proposed by
professor porter.

* (2) speed advantage enables an enterprise to meet the needs of
customers in a more timely manner than its competitors. It refers to
the ability of an enterprise to quickly produce products or provide
services and implement its strategic goals.

* (3) the advantage of mobility is that enterprises can adapt to the
change of demand more quickly than competitors, and it is the ability
to respond quickly to environmental changes.
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4. The relationship between speed strategy and other
competitive strategiesi®E kg 5 Hfth = SRR X R

« (1) Speed strategy is different from low cost and differentiation

;;?tegé in the pursuit of speed IREKBESRMAE . ZERUEIEITIRIERNIE

* For speed strategy is to make the enterprise production, sales, and
speed of response to environmental changes such as activity ahead of
the industry competitors, strive to achieve the fastest of the industry,
meet the contradiction between cost and difference value, cost and
difference value is to be located in fast this time indicator, or to the
products the production and the market reaction speed, can relax the
cost assessment, or on the product value and homogeneity, which do
not have cost and differentiation advantages.
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(2) The idea of speed is different RIRAVIBSF—+F

 For enterprises implementing speed strategy, speed is an
attitude, an idea and a spirit.

* For competitors, enterprises pursue faster actions and more
profits than competitors. For customers, quick response itself
is a positive attitude, for the enterprise itself, fast is an
enterprising spirit in pursuit of higher efficiency.
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(3) Speed strategy and speed tactics
RS A RS PR

The level is different

The goal is different:

The focus of the competition is different
O BIXRA—1*
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5. How to realize the enterprise's speed strategy
TSRS ARl B3R B B

(1) The contradiction between speed and scale is usually
iInversely proportional.

EE ARG, BEAKEE.
(2) Fast, strong, big, long relationship?
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(3) How to achieve rapid response
YRfAT SEER IR IR Iz L
* Implement ideas and concepts of speed and efficiency
» Accelerate product development and innovation time

« Reduce the production cycle during manufacturing

 Accelerate the speed of product retailing and market
information feedback.

 Establish rapid response cross-functional teams

* Improve the core process of the enterprise, strengthen the
link between the enterprise value chain, shorten the time of
the supply chain
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6. |ldeas and philosophies of implementation
SChe Ay BB FNE =

(1) The philosophy of slow and fast -- haste makes waste
(2) Pay attention to the fundamental construction

(3) Practice slowly and use quickly.

(1) 1B 5RIEF—ARN A&
(2) EERFREX
(3) 1&Zrm IR




/. The risks of speed strategy
R IR Ak B BY XU B

(1) Be quick for the sake of being quick -- don't look
at the customer

ARMIR—AFB I
(2) Blind pursuit of speed - not looking at themselves
BHEXKR—AFBC

(3) Think you are fast -- don't look at your opponent

BILAAR—AFBXF (case)




8. Summarize strategy
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F . Conclusion 24t

 Offensive strategy, defensive strategy, pursuit strategy,
blue ocean strategy, gap strategy?

* Perspective: relationship dynamics
c AT, BHiEER . IBRERRE . IEVEARES. 4ERHARER?
s AE: RKAS




