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Today’s agenda

1. Remarks on the brainstorming exercise
2. Chapter 4.  Competitive strategy
Reminder:  HP-12C calculators MONDAY



Financial calculator

Make time value of money calculations really easy.
HP-12C is still the only one to buy.
Available for as little as $15 on eBay.



Buyers



Factors increasing the bargaining power of buyers

1. Large purchases relative to seller sales.
2. Purchases are a significant part of the buyer’s costs.
3. Product is standard or a commodity.
4. Low switching costs.
5. Buyer earns low profits.
6. Credible threat of backward integration.
7. Product is unimportant to the quality of the buyer’s 

products or services.
8. Buyer has full information.

Source:  Porter, Competitive Strategy, pp. 24 – 26.



http://www.washingtonpost.com/news/wonkblog/wp/2014/09/25/think-you-drink-a-lot-this-chart-will-tell-you/



Beer consumers

Source:  Tyagi, Kumar, Consumer Behavior, pp. 17-18.  [link]

http://books.google.com/books?id=9i_xa8UsAUoC&pg=PA17&lpg=PA17&dq=beer+heavy+user&source=bl&ots=WB7kCTFQAK&sig=nluJyfTpKrP4MBW6p3w0kJfrP04&hl=en&sa=X&ei=bLArVMifNsLNiwKi3YCwCg&ved=0CCQQ6AEwAQ




SWOT analysis

1. Strengths
2. Weaknesses
3. Opportunities
4. Threats



Source:  http://partneredoutsourcing.com/swot-anlysis/

http://partneredoutsourcing.com/swot-anlysis/




Three dimensions of opportunity



Barriers to entry are factors that make it 
costly for companies to enter an industry.





Economies of scale are declines in unit 
costs as the volume per period increases.



Advantages independent of scale

1. Proprietary product technology, including 
patents and trade secrets.

2. Favorable access to raw materials.
3. Favorable locations.
4. Government subsidies.
5. Learning curve experience.



Product differentiation means brand 
identification and customer loyalty stemming 
from past advertising, customer service, 
product differences or simply being first.



Contrived deterrence occurs when firms throw 
up barriers at a cost to themselves.

Examples:  Using lower prices, newer products 
or brand building to send a signal to potential 
entrants that intense responses will result if 
they try to enter.



Government can limit or foreclose entry with 
licensing requirements, limits on access to raw 
materials (e.g., zoning), air and water pollution 
standards, product safety and other 
requirements.



Switching costs are the costs to the customer to 
switch to a competitor.

Example:  Switching from Windows to Mac OSX.



There can also be barriers to exit.
Source:  Porter, Competitive Strategy, p. 22.



Competitive advantages are those distinctive 
factors that give a firm a superior or favorable 
position relative to its competitors.





Source: Porter, Competitive Advantage, p. 12.





Source: Porter, Competitive Advantage, p. 178.



Source: Porter, Competitive Advantage, p. 12.
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