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Technology and Competitiveness
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L L1



stk IVTizly eoolR)ay karfKoRKg beckyTia

esvakm. - dceniTnp Ibp I tPsBrbstkmhnBgEpkTagRsgeThel Technotogy. KarfbktAbECq
GacCatel KNPaB esvekm PaBxsEbkKarospltpl besvakmtd I TpSarktvkar. enke I TpSr
beh,nmanp I tp I CaghenkBgRok tRbECqKayagxagka JTahrNdcCap ItpTiTsSh TrsB ng
1okrNeGLcRtncnansCaedm. Rkmhinxc HeTAkanT parecayp I tp It IrbsxneGaymante |
TabCagKribktRbECg RkmhinxieTotc DeTAkanTpSarecayp tCa pltp I$2Ed T pSrBTanman
FtCesckRtvkarbsTpsr.

deenteTeoCatkmhinmy GacmanPaBxagngPaBexsay CagtenebeFobeTingKrRbk tRbECgrhsxn
yagNakeday karfbk thECgrbsGgPaBGicsere )antamry3y Ts#sRbk tihECoBrsxank?

vCost advantage/Cost Leadership or
vDifferentiation

Narrow : |
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Scope Segmentation
Strategy ’
\
4 e Cost
Broad Differentiatio .
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Unigqueness Low Cost
competency competency

Porter's Generic Strategies

MﬂSﬂRSpfﬂd‘m (Cost Advantage Strategy)

CayTsasmytd 1 GgPaBBiayameFyagNGaykay CaGkp I tEd l efbefedmTabbptibeyaCn
oclm,eGayp I tp Boesvarbsxnentkg TpSarmante A Tab. eTeHbCayagNakedayp I tp I rbseK
ftvEtem DeTAGaceFobeTAngp I tp N Ed ImanKNPaB ngGacheB j bNgrbsGtfCnpgkdr.

‘In a cost advantage strategy a firm tries to become the lower cost producer in the industry.

However, its product must be seen as comparable to products of the quality and other
expectations of the buyers.’
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Differentiation strategy

yTsRseniGoPaBBizyamp It pltp I besvitd xSEOKBEK wunique) edzy trveThe HEpk
NamyentrvkarrbsGtfCn ehyp L tp ITagensGace Ekte I d IGtfCnEfmeTot .

kgy Ts@seniGoPaBeatxnEgedm, beB j bNgGtFCne DEpkmy ehyedm,p I 61 TagenteTh
GtfCntkmhnRtvKtte I xsxsBTp%Fmta .

‘In differentiation strategy, a firm tries to produce something that is unique with respect to
certain dimensions that are widely valued by buyers. The firm may position itself to cater to
some or all of those dimensions. For providing these valued attributes the firm will charge a
premium.’

mnfay TsRsNamytd ReygKrefbenateT — beckyTlaGace ImcENkeGaykarGnvty Tsis
TagBrxageITTI)anPaBeCaKCy)an. ]TahrN AirAsia Airline eRbR)aS Technology (Online
Booking, Paperless Ticket...) edm,GthyTsaRS Cost Leadership CENanaKar ANZ Royal
eRbR)aSbeCkVTUa ATM (Automatic Teller Machine) ng Internet Bank edm,GthkarpI
eSVaKMworid-class Bank CNGEFCNKQROETSkmCa (Cay TSHS difterentiation).
o, Gnvy Tss TagenHGoPaBKrEtBrtieTAe I\ TB H beckyTae I cncBrxagefkam?
walue chain [0SGOPaBETA 1 GECn ng

vindustry Structure (Competitive Strategy)

kmhintd 1 qatevkCakmhintd 1 BiayamgibR)as beckvTiedm,BoST 1 vaue chain 10S
GoPaBeThe Rkarkstnyefedm b Ek 1 GrPaBxsEbkBeKenp I tp Boesuskn.
kgnyenHGgPaBKrEtBntueTAe| Technological Core Competencies rbSGgPaBngdr .

v\TB I rbSbECkVTuaETAel industry structure KrEthV)aneKBntUB perspective of firms already

existing in the industry and also from the perspective of potential entrants, suppliers and buyers.

vEnkeB IRkmhincabepmeitR)asheckyTiaf RkmhnKrEtvPakeThe B TsSn3xage I CaCag emIEE
cThe I ted bPBTinsmyrhsheckvTiEtmymy .

Porter’s Value Chain
meFa)ay Emyeam, cabepmkarnvPakGgPaBmy  KkareFeGayR)akdmvikinged Iplt  pltpll
thstkmhnmyRtv)instkgCrte B TeTE . A vawe chain C2]okrNPdbskmPiBteld

begteLq ecaycabepmBrtFateamCamAdan Ed I )anBGkpl eopteThesrskmPaBte Hotnmed

moenguegmery Qomean . ®
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TakTokgkarp It ng rkTpSrpBthpl beswakm ng bBabedayGkEogeckTTIpltplcy
fkay ehyeGayFake HeThkgedGketbR)asendTbpt . roxagetkamCa] TanrNen Typical vaiue
cnain STOP I tp I tplmy.

vtFatedmakarp I te Rktbgaka I taGkp ltpdtpl aGkickcay aGk Hkry

rcnasm‘nSaOVkm (Company Infrastructure)
karRKbRKg TeTA KNenyi hirBavt Epnkary Tsits
karRKbRKanFanmnBS (Organization and People)
CsersbK Tk hkhn GPvDin

karGPvDEnbeckwTiia (Technology Development)

ren, PITH ng teNkartk 1 Gr

| -ﬂkm\ (Procurement)

TjvtFatedm msn ng karkckeay

pIBsPicl | kafotbt | plBsPacy | rkTpmglk | esvikm
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(Inbound (Operations) (Outbound (Marketing and | (Service)

Logistics) masnteLg Logistics) Sale) karte Lg
)

vtFatedm skl g Xagskickeay | karpSayBakm esCl

Xagsk pltplcogtkey | pSBphykrtef
ONzj TakTg

Skm\PchaﬁbQ (Primary Activities )

Porter’s Value Chain

eﬂ?km h‘nRﬁV Adapt Value Chain rbSNnedayrebObNaedm ,bRbR)aSMT]SﬂRS‘ Cost Leadership

ng Differentiate Strategy?

-hTagBrxageRkamCaskimPaBen vaiue chain KQKAGNVEY TSRS cost strategy N

Differentiate Strategy

moenguegmery Qomean =
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Firm Infra- | Few management layers to Standardized accounting practices
structure | reduce overhead costs to minimize personnel required
Human | Minimize costs associated Effective orientation and training
Resource | ithemployee turnover programs to maximize employee
Management through effective policies productivity
Effective use of automated Expertise in process engineering ~ \ @
Technology | technology to reduce scrap i

to reduce manufacturina costs
development page rates

Effective policy guidelines to Shared purchasing operations

Procurement ensure low cost raw materials with other business units
(with acceptable quality levels)

Efficient | Effective Effective Purchase of | Thorough service
layout of | use of utilizatio media in repair guidelines to
receiving | quality n of large blocks | minimize repeat &’
dock control delivery maintenance calls QO
operationg  inspectors fleets Sales force ) N

to utilization is | USe of single

minimize maximized | DYPe of repair

rework on by territory | Vehicle to

the final management minimize

product maintenance

costs

Inbound Operations Outbound Marketing  Service
Logistics Logistics  and Sales

Value Chain Activities: Examples of Overall Cost Leadership
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Firm Infra-
structure

Superior MIS — To integrate
value-creating activities to
improve quality

Facilities that
promote firm

image

Widely respected CEO
enhances firm reputation

Human Resource
Management

Programs to attract talented
engineers and scientists

Provide training and incentives to ensur
a strong customer service orientation

Technology
Development

Superior material handling and
sorting technology

Excellent applications engineering

support

Purchase of high quality components to  Use of most prestigious outlets

Procurement enhance product image
Superior Flexibility and | Accurate and Creative and Rapid response to
material speed in responsive innovative customers’ service
handling responding to | order advertising requests
operations to |changes in processing programs
minimize manufacturing | Effective Fostering of
damage specifications product personal Complete
Quick Low defect replenishme relationship inventory of
transfer of rates nt to reduce with key replacement parts
inputs to to improve customer’s customers and supplies
manufacturing | quality inventory
process
Inbound  Operations ~ Outbound Marketing Service
Logistics Logistics and Sales

Value Chain Activities: Examples of Differentiation

Five Forces Porter Model of Competition

Porter's five forces model eRbsrabEsgy I8 Industry/Market ol BaNCkmmkagteNrkar
Xagkgend . vatty)anekeRbsrab®
2) ESQY 1B profitante £ I manendkg Tpr FaetRtveakec § r ¢ BeTATpSarendd

Understand how profitable an industry is to be in which can be used to decide whether to

enter or exit the market.

o) ESQY IBKtaC\TB Imke D industry profitanitity I REVEFdCEmcedm,eGayR)akeen

eknel_g (By firms operating in that industry to understand the forces impacting upon industry
profitability and change how they operate to become more profitable themselves.)

Mooy Qresn——————— =
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Potential entrants

Threat of
new entrants

Bargaining power
of buyers

Bargaining power Industry
of suppliers competitors

O

Rivalry among
existing firms

Threat of substitute
products or services
‘ Substitutes I

Five Forces Porter Model

Competitive Rivalry )
I)agc BeTakanTpSirxs ehyPaBCeN JendkgTplrtcenieB 13

The force will be high and the industry less profitable when:

a) mankennGkaktRbECg (There are a lot of competitors)
b) P | tp | enAkngSarRsedogzKa (There is little difference between the products)

c) KerktRbEngag (Competitors are strong i.e. big, have financial support, economies of scale)
d) I)akkg karcakeCj BTpSar (There are exit barriers e.g. high cost of leaving a market). The

keeps competitors in a market they might otherwise leave.
Competitors can be analyzed by asking the following questions?

a) What are their objectives?

b) What are their strategies? (e.g. cost leadership, differentiation, market penetration, product
development etc.)

c) What are their strengths and weaknesses? (SWOT Analysis/ Value Chain)

d) How will they react to our offensive moves (e.g. price cuts)?

e) What threats do they pose?

Ultimately through understanding the competition the company can define a strategy which will
enable them to address any potential threats they may pose and take advantage of any

moenguegmeRy Qomean =
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weaknesses to ensure the company continues to be profitable. Competitor intelligence (gaining
information about competitors) and acting upon this is therefore a vital way to remain profitable
in a competitive environment.

Threat of new entrants

karkramkEngxs ehyPaBeeN J entkgTpStcenkB 13

The force will be high, and the industry less profitable when:
a) TpSargayCI (New companies can easily enter the market)

b) maanmhnfmanbNgngC I (New companies are likely to or intend to enter the market)
VaCakarB)akce N ThkanTpSarendeB I manr)agmycnndeC®

It is harder to enter the market when there are significant barriers to entry. These can include:
a) CnayC I eTAkanTpSarXS (High costs of entry e.g. production facilities, 1T, Building, Factory)

b) RanC,ab Patents (Law)
c) kgRtarbSthCn (Customer contracts in place)

d) Cost advantages of existing competitors are significant (e.g. due to scale of operation)
e) ekrEQaHrbS competitors (Strong brands amongst competitors)
Buyer Power

\TBIrbsCKT j xsenkB I3

The force is high, and industry less profitable when:
a) thCnmancnnech (Customers are large and provide a large proportion of company profits)

b) thCnman ITPaBpaSerkmhnyaggay (Customers can switch between competitors easily)
¢) MinCerseRcn

Supplier Power

\TBIrbsCkptpoxsenkB I

Supplier power is high, and industry less profitable when:

a) katpgmancnntc (The are few alternative suppliers.)

b) CnaykgkarpaserkptngS (Cost of changing suppliers is high.)
o) KinCersfen

Substitutes

p1tpdCns Cap I tp NEd I GaceFeGay GECnpas trvkar TahrNCnseGaykarksantamry?
aTATSSneenderagkn eKGacksanedayeml TrTsSnrveo religkLa)in

moenguegmeRy Qomean . ®
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(Substitutes are products which fulfill the same needs as the needs met by the product in the
industry being examined. A substitute of cinema might be the theatre, DVD's, sport or other
forms of entertainment.)

Where customers can have there needs met from many different types of products, it becomes
easy for them to switch, if prices rise for instance. This makes profitability in the industry low.
Switching Cost is also one of example of Substitutes.

CrBPakS (Discussion)
C‘NP&K Industry Structure énﬂpSarSNaKangeXﬂesomrab tamry3 Five Forces Porter

Model

|||-ﬂrnaﬂrbs;bedk\ﬂl']aldgkarbegftRTBUsm,ﬂ The role of technology in the creation of wealth
DeckvTis-CaGkbeg tATBiSM, t

karGPvDinbeckyTia-CaibPBds xankgkareFeGayescdkcrkeen.

ATBIFNn-CiAbPBSXiNT 2

RBTiirt ng FnFanmnss-CabPBSXanT 3

v Technology — Creation of Wealth

v Technological development — the most important source of economic growth
v Capital — the 2™ most important source

v Physical and human capital 3" most important source

Long-wave Cycle

-bkKeh j EpkyTiasfsbegteGayman karecRoDtheckyTia JTahrN karrkeX j BGtRbeyaCn
(hsBnhsGkiTiss#s JannaGayeKGactkecBnsrabetbt)iskg] sihkmepSg2 doCi Laser.
-karecRhDtheckyTia begteGaymanp I tp 12

-nltp 112 nieGaybegt)anTpSrf2 ng Jshhkmf2

-] s%hkmf2enton echbDtp Itpd ng teNrkarepSg2 Eo InseGay TpSirkanEtFeTA2

-¢nieB I £l DoeckvTiarkkanEteRcn GkRbktRbECg cabepmman Cay feh tGacnaeGaymanPaB
elsIben I TPsBpl tknm

-PiBel s I benp Itkm GackatbnyR)akceng kennGhtabraCyGaCvkm ng GREGEkargareF
GacektmaneLg

vSubsequent economic turmoil in financial markets may lead to depressions.
vNew science and new technology may provide basis for new economic expansion

moenguegmery Qmean =
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V-SnUﬂn Conclusion

begnkNsm, tRbk tRhEC tamry2heckyTiakCameF(a)ay Etmy K ttd | GaceFGgPaBendrkSh)an
karrkcem ng kennp I CeNj (Achieving competitiveness through technology is the only way to
attain sustained growth and profitability.) . dcenHvaCakarca)aCbptSrangPaBkgkarGPVDﬁEn
yTsisheckvTigdayykctTkdikehy  eFkatsgy IB\TB IrbsbeckyTixTie KNS, t
kgkaerktRbECgeGay)anl (This requires a firm to develop its technology strategy very

carefully based on a good understanding of how technology can influence its competitiveness
advantage.) .

SNBPakY piscussion Question
CrGAN Case study “Alliance and technology race” ngeqysnr.



