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A Low-Cost Leadership Strategy

Objective

Open up a sustainable cost advantage
over rivals, using lower-cost edge as a
basis either to
Under-price rivals and reap market
share gains OR

Earn higher profit margin selling at
going price

IrrinMoGramw-Hill The MeGrane-Hill Companies, Inc., 1998

Competitive Strategies

+ Porter identified four competitive strategies:
1. Broad cost leadership across industry (most

efficient)
2. Narrow cost leadership focused on particular

industry segment (most efficient)

3. Broad differentiation across industry (most effective)
4. Narrow differentiation focused on particular industry
segment (most effective)

+ Goals, objectives, culture, and activities must be
consistent with strategy

* Watch video clip

Isn’'t competition ultimately about cost

leadership, differentiation, or focus?*

- cost leadership strategy — via improving process
efficiencies, unique access to low cost inputs, vertical
integration, avoiding certain costs, etc.

+ differentiation strateqy - via developing products and/or
services with unique traits valued by customers.

« focus gjralg;ﬁg - via concentrating on a narrow segment
with entrenched customer loyalty.

But don’t each of these have risks today?

* Bource: Miduel E. Porter's thres ganen: vimbegies
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™o stralegy Where has the sirategy been | Producisiservices  that  the

applicd strategy  has  been  applied

o s | (Example) .

I Cosl Leadership Developing, transiion and | Cars induslry Toyota)

developed economies | Airline  business  (Air Asia).

i Worldwide) Ketall  business  (Coant and
Carrelour Supermarket )

2 Differentiation Developing, transition  and | Cars and Motor cycle

developed economies | § Mercedes Benz and Harley

{ Worldwide) Davidson - by Brand)
Watches (Titan Watches - by
design)
Doming Pizza (by positioning )
Apple Compulers {by
technology)
AM (by Innovation)

3 Hybrid Developing, transition  and | Car Industry (Toyota, Honda)
(Combination of Cost | developed economics | Fumiture Industry (IKEA)
Leadership and | {Worldwide)

Differentiztion sirategy)

Broad cost leadership broad differentiation focused strategy. What is a broad cost leader strategy. Cost leadership is a low-cost broad-based market strategy. What is broad cost leadership. Cost leadership strategy requires firms to have broad scope. Broad low cost leadership strategy. Broad market and cost leadership strategy. Broad cost leadership strategy example.
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