
LOW COST LEADERSHIP STRATEGY

Using information systems in a way that gives customers the lowest prices is the low-cost leadership strategy. With
offering lower prices than competitors.

Cost focus exploits differences in cost behaviour in some segments, while differentiation focus exploits the
special needs of buyers in certain segments. Use just-in-time JIT inventory management strategy to eliminate
storage costs and keep your stock as fresh as possible. They may include the pursuit of economies of scale,
proprietary technology, preferential access to raw materials and other factors. The cost leadership strategy
does not work in every industry. Cost leadership strives for higher profits at the same price offered by a
competitor. Some cost leaders pass those savings on to customers, others use higher profit margins for
different purposes. Thoroughly vet vendors. An example of a company following a cost leadership strategy is
Wal-Mart. The focus strategy has two variants. Any company that tries to beat competitors by offering a
product for a lower price employs the cost leadership strategy. Good procurement, specialization and
efficiency will enable entrepreneurs to take advantage of local networks, focus on quality, and maximize
opportunities. There is often overlap in these many schools of thought, yet some theories have stood the test of
time. Use the following steps to help you choose. As with broad market strategies, it is still essential to decide
whether you will pursue Cost Leadership or Differentiation once you have selected a Focus strategy as your
main approach: Focus is not normally enough on its own. Before working with a supplier, make sure they
have the manufacturing and supply chain capabilities to consistently meet your needs. The Free Press. What
are the Alternatives? We are also offering project management training through our partner, Leap University.
A home improvement contractor, for example, can specialize in bathrooms or kitchens, buy popular cabinets
and countertops in bulk, and do the same job again and again with little customization. For instance, people
rarely pay for long-distance phone charges because cell phone technology makes landlines irrelevant for many
consumers. This makes their particular market segment less attractive to competitors. Some consumers shop
only at stores that offer the lowest price, which means industries like groceries and gasoline often have price
wars. Once a company introduces a process that saves the business money, other companies can quickly copy
that technique and lower their prices. Choosing the Right Generic Strategy Your choice of which generic
strategy to pursue underpins every other strategic decision you make, so it's worth spending time to get it right.
What are the Disadvantages of Cost Leadership?


