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Dow Jones Industrial Average

1896 2002

American Cotton Oil Alcoa Honeywell
American Sugar American Express IBM

American Tobacco AT&T Intel

Chicago Gas Boeing International Paper
Distilling & Cattlefeeding Caterpillar Johnson & Johnson
General Electric Citigroup J.P. Morgan
Laclede Gas Coca-Cola McDonald's

National Lead Disney Merck

North American DuPont Microsoft
Eastman Kodak 3M
Exxon Philip Morris
General Electric Procter & Gamble
General Motors SBC
Hewlett-Packard United Technologies
Home Depot ‘Wal-Mart
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A 125-year old,
B High-Tech
G ompany

H
# 287 Foupded by Thomas Edison
Technology'is Key to Growth
AN

Global Research at GE

N

Innovations:
= Digital X-Ray
= High-Field MR
=Lexan
=Fan beam CT
= Man-Made

Diamonds

= Many More...
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DuPont DuPont

Sl:)l:(PlO"é Electronic & Coatings

arety. Communication & Color
Protection

Technologies

$2.9B

Technologies

$5.5B

* Sales of $23 B $4.18

* Global
Operations in
>70 Countries

DuPont
Performance
Materials

$5.3B

DuPont
Agriculture &
Nutrition

$5.4B

HBRE—ITETRFHAH

We put science to work
solving problems in ways

that make people’s lives

better, safer and easier.

Chad Holliday
DuPont Chairman and CEO
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Strategic Conduct is Dynamic

» Actions taken by one firm elicits
responses from competitors

« Competitive responses lead to additional
actions from the firm that acted
originally

Firm A Firm B
< New Response |

Competitive Dynamics:
Slow-Cycle Markets

Slow-cycle e Slow-cycle markets
markets e the firm’s competitive advantages are
shielded from imitation for long
periods of time
e imitation is costly
e Competitive advantages are sustainable

in slow-cycle markets

e A proprietary, one-of-a-kind competitive
advantage leads to competitive success
in a slow-cycle market
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Competitive Dynamics:
Fast-Cycle Markets

Slow-cycle e Fast-cycle markets
markets o the firm’s competitive advantages
aren’t shielded from imitation
e imitation happens quickly and
somewhat inexpensively
o Competitive advantages aren’t

Fast-cycle
markets

sustainable

e Competitors use reverse engineering to
quickly imitate or improve on the firm's
products

e Non-proprietary technology is diffused
rapidly

Obtaining Temporary Advantages to
Create Sustained Advantage

Firm has already moved

.. 1o next advantage
Exploitation
| plofiation_~

Counterattack

etdrns from a Series
of'Replicable Actions

5 10 15

Time (Years)




Competitive Dynamics:
Standard-Cycle Markets

Slow-cycle e Standard-cycle markets
markets e the firm’s competitive advantages
may be shielded from imitation
e imitation is moderately costly
o Competitive advantages are partially
sustainable if the firm is able to
continuously upgrade the quality of its
competitive advantages
e Firms
e seek large market shares
e gain customer loyalty through brand
names
e carefully control operations

Fast-cycle
markets

. Standard-cycle
- markets
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Relationship Between
Diversification and Performance

TN

Unrelated
Business

/ZZ ormance
f

Dominant Related
Business Constrained

\ \Level of Diversification
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RARCIFRIERE (1D
How to enter a new business
o EAMERE
(1) Je ATk A 4 B AR S 35/ F AR
(2) T BE#AE% (entry strategy) ?

R4

o HiE (newness) SHEE (familiarity)
o BARMELFTHIME
o BAMKEEFHHAE

e internal development
merge and acquisition

o educating, traling, and recruit
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How to enter a new business

Venturing Venturing
or Oor
ETR ETR
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new and unfamiliar i

\basx new but familiar
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