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I.  Introduction

        When analyzing this case we focused mainly on economic, marketing, and business   management issues and how they affected Dell.  Overall, we evaluated the market conditions, the company’s market strategy, and the company’s internal business strategies, and made the bulk of our conclusions and recommendations based upon this information. While we took financial information into consideration, our case was primarily based upon qualitative information.

II.  General Company Information

    A. Vision  (www.dell.com)

Dell is building its technology, its business, and its communities through direct relationships with our customers, our employees, and our neighbors. Through this process, we are committed to bringing value to customers and adding value to our company, our neighborhoods, our communities, our world through diversity, and environmental and global citizenship initiatives.

  B. Mission (www.dell.com)

         Customers: We believe in creating loyal customers by providing a superior experience at a great value. We are committed to direct relationships, providing the best products, and services based on standards-based technology, and outperforming the competition with value and a superior customer experience.

  The Dell Team: We believe our continued success lies in teamwork and the opportunity each team member has to learn, develop, and grow. We are committed to being a meritocracy, and to developing, retaining, and attracting the best people reflective of our worldwide marketplace.

   Direct Relationships: We believe in being direct in all we do. We are  committed to behaving ethically, responding to customer needs in a timely and reasonable manner; fostering open communications, and building effective relationships with customers, partners, suppliers, and each other. 

  Global Citizenship: We believe in participating responsibly in the global marketplace. We are committed to understanding and respecting the laws, values, and cultures wherever we do business.  Profitably growing in all markets, promoting a healthy business climate globally, and contributing positively in every community we call home both personally and organizationally.

 Winning: We have a passion for winning in everything we do. We are committed to operational excellence, superior customer experience, leading in the global markets we serve, being known as a great company and a great place to work, and providing superior shareholder value over time.

   C. Objectives

               1. Improve cost efficiency in relation to dealing with customers.

               2. Diversify product lines.
III.  Dominant Economic Features of the Industry


A. Market size (Current)



1. $257.8 billion industry



2. Dell sales are 36.9 billion


B. Scope of competition is global


C. Rival Firms and Their Market Share (1999)



1. Compaq -14%



2. IBM-10.5%



3. Hewlett-Packard – 6.7%



4. Packard-Bell - 



5. NEC – 5.3%



6. Gateway – 4.2%


D.  Buyers



1. Global enterprises



2. Large and mid-size companies



3. Health-related business



4. Federal, state, and local governments



5. Educational institutions



6. Small companies



7. Offices



8. Homes


E. Distribution Channels Used



1. Direct Sales – telephone fax, and Internet


F. Technological change is extremely fast-paced in this industry


G. Product Differentiation against Rival Firms



1. Build to order manufacturing 



2. Products among industry competitors are not hugely different


H. Economies of scale can be realized in this industry


I. The learning curve is inelastic in this industry


J. Entry Barriers are High



1. High initial capital requirements



2. Brand name recognition and loyalty

IV. Competition and Strength of Competitive Forces 

A. Compaq 

             1.  1999: largest supplier of personal computer systems

                         2.  Sales: 38.5 billion/Profits: 569 million

3. Strategy: sell almost exclusively through resellers 

4. Market Position 16% Market Share in 2000.

B. IBM 

1.  1999: 87.5 billion/Earnings: 7.7 billion 

2. World’s; largest seller of computer systems 

3. Strategy: Directing most of its strategic initiatives toward  "E-business service” 

                        4.  Market Position 7.2% Market Share in 2000.

C. Hewlet Packard 

                        1.  42.4 billion/ earnings of 3.1 billion 

            2.  Strategy: outsourcing manufacturing, assembly, reducing    inventory, and field sales cost, and improving supply chain management.

                        3.   Market Position 8.8% Market Share in 2000.

D. Gateway 

1. 1999: 8.6 billion/428 million in profit. 

2. Strategy: “eye catching ads” 

3. Market Position 8.9% Market Share in 2000.

E. Toshiba 

1. 45 billion dollar diversified Japanese electronics and electrical equipment manufacturer. 

2. Strategy: Targeting notebook market. 

F. Declining PC prices caused intensive rivalry in completion in the market.

G. Most of the competiting companies are of similar size increasing competition among them.

H. Demand for computers started to slow down from 1997-2000 due to economic problems in Asia causing competition to rise.

I. Competition was raised through strong value chains between suppliers, manufacture/assemble distributors and end users.

J. Competition due to substitute products does not seem to be a problem in this market.

K. New entries into the market could be difficult due to:

1. Economies of Scale

2. Cost

3. Learning Curves

4.    Lack of Technological Ability

V.   Factors Causing Competitive Structure and Business Environment Change.


A. Market Growth – An expected 23% growth between 2000 and 2003


B. Fluctuations in World Markets



1. Asian market crisis in 1997, not yet fully recovered



2. Economic recession in the United States


C. Hewlett Packard and Compaq merge in 2002


D. Costs and selling prices of competitors decline


E. Incline in Internet usage


F. Expansion of product lines of competitors



1.Compaq acquires Digital Equipment Company in 1997



2. Hewlett Packard profits come from sales of servers and printers

3. IBM sells computers, software, computer parts and services.

4. Gateway becomes the first PC maker to bundle Internet service with its computers in 1999



5. Dell captures significant market share for low-end servers by 2000

VI.  Companies In Strongest/Weakest Positions 

A.   Compaq strength: Acquired digital equipment which derived 6 billion dollars in revenue from providing a range of PC services to corporate customers 

B.  Hewlet Packard strength: Revenues and profits came from sales of servers     and printers   

C.  IBM strength: Derived big portions of it’s revenues from mainframe computers, software, and tech services 

D. Dell and Gateway strength: Began to offer Internet access service to purchasers of their PC’s 

E. Compaq strength: Management bogged down in trying to make a success of its acquisition of Digital 

F. IBM weakness: lost the most market share in the 90’s than any other PC maker 

VII. Strategic Moves Rivals Are Likely To Make

A. Compaq 

1.  President and CEO Michael Capellas explains: “The world is moving to     the “Pervasive Information Era” where billions of Internet devices will access information from highly “available and always on network”. 

2. Company will continue to access devices and integrated wireless and broadband technologies.

B. Hewlett-Packard

1. Plans to announce a technology initiative that can:  Reduce a corporation’s cost of owning and managing personal computers by 45%, and by shifting processing power to a central bank of shared computers .

2. Company wishes to capitalize on superior technology  through continuous cost saving strategies

C. IBM

1. “Computing on Demand”

a.  CEO Sam Palmisano describes: “a future in which huge computer networks are made up of powerful, self repairing machines”

2. Company plans to establish a new “On Demand” group and commit 10 billion dollars through:

a.   Research and development

b.   Company initiatives

c.   Acquisitions 

D. Gateway 

1. Plans to put more emphasis on home entertainment 

a. Cameras

b. Video Recorders 

c. Plans on carrying 150 new items in it’s retail outlets 

2. Company wishes to branch out beyond computers and printers 

a. Rather: “Beyond the Box” home entertainment units 

E. Toshiba

1. To Train engineers and provide them with tools 

2. Has organized research activities into 5 and 10 year projects 

a. Conducted in corporate research labs 

3. Has organized 3 to 5 year projects 

a.   Developmental labs 

F. Dell

1. Michael Dell believed the company would need foreign expertise, in becoming a stronger global provider.

VIII.  Key Factors For Competitive Success 

A.  Compaq 

1. Used extensive network of authorized reseller partners, which gave it a strong distribution capability that covered more than 100 countries.

2. Copied dell’s computer strategy. 

3. Changed strategy from being Build-to-Stock to Build-to-Order.

4. Lowered cycle times on order to delivery time.

B.  IBM

     1. Targeted its strategic initiatives toward “e business services”, where it saw explosive growth opportunities 

C. Hewlet Packard 

1. Revenue, growth, and profitability increased inventiveness and innovation.

2. Outsourced their manufacturing and assemble processes.

3. Reduced their inventories

4. Created strong value chains.  

D. Gateway 

1. Utilized “eye catching ads” 

2. Bundled products and services.

3. Made strategic Alliances.

E. Toshiba

1. 300 subsidiaries worldwide.

2. Sell products through large dealers

3. Large variety of product line. 

F.  Dell 

1. Utilized build to order and bypassed resellers.

2. Brand acceptance

3. Strategic execution

4. R&D

5. Advertisement

6. E-Commerce Technology

7. Direct Sales

VIIII.  SWOT Analysis of Dell Computers

      A. Strengths

          1. Dell is the U.S. market leader, with 17 percent market share, and second in                
  worldwide market share, with 10.5 percent.

                2. Dell is the largest direct seller to government and large organizations.

                3. It has a first-mover advantage obtained from embracing the Internet early on.

                4. Dell builds to order.

                    a. This allows Dell to maintain no inventory.

                    b. Customers can completely customize their PC to suit their needs.

                    c. Cell manufacturing is used to improve efficiency and productivity.

                    d. All of Dell’s plants are ISO 9002-certified, with comprehensive quality 
 
        control methods.

               5. Dell keeps strong relationships with its suppliers.

                   a. It utilizes just-in-time inventory management.

                   b. A supplier’s engineers work with Dell to correct design flaws on the spot.

                    c. Dell uses online replenishment methods.

              6. Dell deals mostly in direct sales to consumers.

                  a. This allows it to be very in touch with customer preferences.

                  b. Design problems can be solved quicker and more effectively.

             7. Dell emphasizes customer service and technical support.

                 a. It contracts with local service providers for on-site PC service.

                 b. Selling direct allows Dell to know its customers’ needs better.

                 c. Dell provides Premier Pages; secure Web pages for its organizational  
 
        customers to maintain individual account access.

                 d. Its Website is user-friendly, with much product information and technical 
 
      support.

                 e. Several corporate customers keep Dell support staff on site.

                 f. Dell hosts forums to exchange information among customers.

            8. Dell has developed a strong capability for demand forecasting.

            9. It invests heavily in research and development.

          10. Dell has successful advertising campaigns.

          11. Dell is prepared to meet growing demand for servers.

          12. It markets the WebPC and accompanying Internet service.

      B. Weaknesses

          1. Though it sells many products, Dell is known primarily for its desktops and  
 
   laptops.

      C. Opportunities

          1. There will be ongoing demand for PCs as customers replace their obsolete ones.

          2. As technology improves, more applications will be found for PCs and related 
 
  products.

          3. The growth of the Internet will spur demand for servers.

          4. As high-speed Internet access becomes more available, demand for servers and 
 
  PCs will increase.

          5. The growing economies of developing countries will provide market potential 
 
   for PCs.

          6. People will begin to use multiple desktop systems in the same household.

      D. Threats

          1. The Asian market has experienced a slowdown in the computer market  
 
 
   recently.

          2. The average price of a PC has been and will continue to rapidly decline.

          3. The relative strength of the U.S. dollar with respect to other currencies has been 
 
   hurting international sales.

          4. The PC market may have reached maturity, signaling a slowdown.

          5.  The other PC sellers have stepped up efforts to supply governments and 
 
  
   corporations, Dell’s main customer base.

X.  Dell’s present strategy and its effectiveness 

A.  Build to order manufacturing

B. Partnership with suppliers 

C. JIT inventory 

D. Direct Sales to customers

E. Award winning customer service 

F. Pioneering use of Internet and E-Commerce technology 

XI.  Industry Attractiveness and Profitability 

A. Quite Competitive/ High barrier to entry 

B. Big names

C. Highly efficient and innovative companies 

D. Companies with huge resources and competitive capabilities 

      E. Company’s Prices and Cost Competitiveness 

 F.   No finished goods inventory 


G.   No need to discount pricing due outdated computers depreciating in value. 

      H.   Utilized build to order /Direct sales value chain 

XII. Competitiveness of Dell’s prices and costs


A. Prices of PC Components Decline in 1997


B. Compaq, HP, and IBM sell computers for less than $1500 


C. By 1999 almost half of all PCs were sold for less than $1000


D. Dell is currently priced at market price.


E. High demand and shortages for computer chips moderate decline

XIII. Strategic Issues Faced by Dell


A. Dealing with the decline in computer sales in the industry


B. In light of recent mergers how does Dell plan to maintain its market position?

XIIII.  Conclusion

A. Dell has been in the spotlight in recent news because of its outstanding performance.  It was recently named as one of the best investment for 2003 by Money magazine. Since this case was published, it has met its goals of diversifying its products and lowering its prices to the customer through lowering costs. It has also found a way to deal with the decline in the demand for computers.  According to CEO Michael Dell, the company’s “growth plans are not contingent upon a broad recovery in the technology market.”  His plan is to stay competitive and grow through aggressive pricing.  We think that although Dell has made mistakes in the past, its current strategy is working quite well.  The market is unpredictable, but Dell has dealt with its fluctuations successfully.
