Strategic Management and Competitive Advantage

Chap.4

Cost Leadership
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Ryanair the world'’s lowest-cost airline

1985. cO|&H U &8

1991, break even point

1991, A2 & CEO Michael O’Leary
Southwest2] Mt 2 244l 2
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Rya NAll the world’s lowest-cost airline

Southwest Airlines HC} O W 7}H4S 9X|($53 vs. $92)
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Rya NAll the world’s lowest-cost airline
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Business Level Strategy
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Ex) Ryanair, Timax, Casio, BIC,
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B. M=24| v 8|81 L&
(Volume of production and the cost of plant and equipment)

Ex) 1,000unit2 44t5t= AHIE A= H $100 H| 20| SALCH
$0. Ol/unlt
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(Volume of production and overhead costs)
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A =X JLE0 tiet =218 oA
(Physical limits to efficient size)
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B. AA49| H|AX|H (managerial diseconomies)
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(Experience differences and Learning-curve economies)
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4. Yot a0 cfst XpEH H2- 2H[E0| *2 8%

(Differential low cost access to productive inputs)
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4. Yita a0f chet XPEH HI2- W2H|E0| R2 8%

(Differential low cost access to productive inputs)

- XY = 0f CHot low cost access vs. cost advantage
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ex) Silicon valley in California, Route 128 in Massachusetts, Research triangle in North Carolina
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Value of Cost Leadership

-H[E227F 718 7HK[0| s & = USI?
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1) | 59| Q&0 CHHE £~ A0{Of 5t (neutralize external threat)
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Value of Cost Leadership

-H[ERR7F 7|8 7HK|0| s = 5 USI?

-H| B2 E 4 oSte= resourcelt capability7} X2 7|®2| 7IX| &
LHAIZ|7] RIhM =,

1) 2|29| &0 CHXEr &= QU 0{0F 5t (neutralize external threat)

Cost Leadership

2) |89 7|2 & 7Y, 28 + A0{Of THCL.
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Value of Cost Leadership

-H[E5 dEots A2 EHAH 7tKe| #H0| L.
8

MA ool =Y

Prce : Price taker: 2tT 5| EFE A Ol A|Zto| AL
] Y marketO|Af 7+ 0] 2FE[L 7[@2 1 7H4 S
/ 2Oor= O Of &t
[~ ATC XX HO| A MC curve} Bt

MC=MR=P Q| ®O|lM %|& MAZF Q7t ZHE
(P= AlZOM 28 E 71A0|22 7| 0| Z0tE 0 0f)
AN LhE Stofl A 7k 1F ATC H| WS}

2
>t
e
>
N
or

i i Quantity
Q Q

rx
M
N
ot
*g
ofm
al



Value of Cost Leadership

Cost Leadership and the Threat of Entry
HIZME HEe, M2 Y 9iHe FY 4 ULk
-t2o| ZH =z Qlot HIE

Al -1 o
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Cost Leadership and the Threat of Rivalry
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Value of Cost Leadership

Cost Leadership and the Threat of Substitutes
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Value of Cost Leadership

Cost Leadership and the Threat of Buyers
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Cost Leadership and Sustained Competitive Advantage

Question: X| £X5 2 3 22|= wAlot7| fIoiM = ofiet =
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The Rarity of Sources of Cost Advantage
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The Rarity of Sources of Cost Advantage

Rare Sources of Cost Advantage
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The Rarity of Sources of Cost Advantage

Less Rare Sources of Cost Advantage
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The Rarity of Sources of Cost Advantage

Less Rare Sources of Cost Advantage

- g2g0] E=2 S

- Eg| 23X o8l 7|aX SLEQO|7F AN E| AL Dal ARl THE|A|
2 87 o|280| A9l gl

- 2Lt 3 70| EREQ & Y AZES KL QICHH, H| A
PHUE g2 + US

4. 84 M=

- oadgo] 22 GlE

- 53| HEOILE M|~ 40| 2E EE BATL 42 32 3240
19| 8=

rx
M
N
ot
*g
ofm
al



The Imitability of Sources of Cost Advantage

0 SU B HIE
Usually costly to

duplicate

May be costly to

Low-cost duplicate
duplication possible

1. 2o 4N

2. 2ol HHH

2o |HO| Ej2{H, OAHZS Dt
ol SXet CHH| L7t Y2 F 7



The Imitability of Sources of Cost Advantage

Easy-to-Duplicate Sources of Cost Advantage

1. 2o 4N
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The Imitability of Sources of Cost Advantage

Easy-to-Duplicate Sources of Cost Advantage

2. 320 H| K|

CH7 A BEOM S0|8F 20| H2 SO|E AJSH 7|9 S0 58X 0l
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The Imitability of Sources of Cost Advantage

Easy-to-Duplicate Sources of Cost Advantage
2. 22| H|FH|

olM M2 A, HHEEX8 22 3 operationsE 7|50
AlZto] @2 d& £ Q& = escalation of commitment(L! %o Alg})

Escalation of
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Bases of Cost Leadership That May Be Costly to Duplicate
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The Imitability of Sources of Cost Advantage

Bases of Cost Leadership That May Be Costly to Duplicate
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The Imitability of Sources of Cost Advantage

Bases of Cost Leadership That May Be Costly to Duplicate

MAIZ HIEE MUOIM CHEE MBS J|USS, D50 MM SE ANH M,
Rooh QaEtA, EET AR|H TEMAE 7HX| 1D Q17| jE0f 2uS=C| H|-&0| BOo| &
Ex)
> Dell2] &2 H|E T F=2F(low-product-inventory strategy) : value chainQ| C}Yst HE2E
H} i

o] SEe dAE, fAd1 284S fIth M= A|ARo cig =t s ofx|, # 7| Etojof
AHg U= xT 23 58wy

> Wal-marte| 3 g% 22| F2F(supply chain management strategy) : &
At2|H A, nget =X 2312t 22 1529 uniquett HALE HHY

> Ryanair2| X7} M2 (low-price pricing strategy) : Ryanair2| /d-30f Ciet S E2| 9|X]|,
Fha|Antsel By, DR TXREE

o0 ze Bt

il
Ral
muin
B
10
Jjr
1t
of

5)
s
o

. US| B[ E0| Bo| E= £ES whdsta Q7] uf 2o,
o

| 2
‘A 3

>

HIA ST Q)= GIAIX AMSE O S3S OlnfaAH|, 2XMSH ALS| A T2 MA S0| BHES oj21A] sf= 719l

3|

ot

X SH



The Imitability of Sources of Cost Advantage

> Oakland A's Case
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The Imitability of Sources of Cost Advantage

Costly-to-Duplicate Sources of Cost Advantage
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The Imitability of Sources of Cost Advantage

Costly-to-Duplicate Sources of Cost Advantage
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The Imitability of Sources of Cost Advantage

Substitutes for Sources of Cost Advantage
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The Imitability of Sources of Cost Advantage

Substitutes for Sources of Cost Advantage
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Organizational Structure in Implementing Cost Leadership
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Organizational Structure in Implementing Cost Leadership
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Cost Leadership in an International Context
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Cost Leadership in an International Context
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