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Q1 Fill in the Gaps  

Competitive advantage happens as a result of the business creating __________ ____________ ____________ 
that is significantly more than the ____________ ____________ to produce the product and the 
_____________ ____________ it offers over its competitors.  Competitive advantage can come from supplying 
products at a much ____________   ___________than its rivals, although the product benefits are the same, or 
through a strategy of ____________________.  The competitive nature of businesses means that if one 
business undertakes one strategy, others will inevitably try to undertake one similar.  For many businesses, it is 
not enough to have a competitive advantage over its rivals short-term. The main objective is to ensure that this 
advantage is ________________. When this is achieved, a business may be considered as the ____________ 
______________. 

 Choose from: differentiation; added value; total costs; high customer value; lower price; sustainable; 
market leader 

 

Q2 Distinguish between the following two terms: 

 2.1 Comparative Advantage: 

 

 

 

 

 2.2 Differential Advantage: 

 

 

 

 

 

Q3 
A key way of achieving a competitive advantage is through ‘core competences’. Explain how ‘core 
competences’ can give a business a competitive advantage. 
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Q4 

Two challenges! Using the grid overleaf… 

1. Match the description to the determinant of competitive advantage… THEN 

2. State if each is a benefit or a problem of maintaining a competitive advantage 

 Determinant 
 Description Benefit 

or 
Problem 

(i) Enterprise 

(a) As living standards rise, so has the desire of this determinant in the minds of 
the consumer.  This can significantly help the firm to improve the number of 
units sold and allow them to raise the price of the product.  It allows for high 
customer value and the creation of a differentiated and unique product.  This 
determinant also allows the business to reduce its waste and make the 
process of production more efficient, therefore enabling higher profit 
margins. 

B/P 

(ii) Staff Skills 

(b) The owner(s) of a business, must ensure that the business is flexible.  
Outsourcing and sub-contracting has increased dramatically in the last 10 
years, with many businesses moving production to emerging markets, such as 
China, or outsourcing non-key activities to other businesses.  This allows the 
firm to save significantly on its costs and therefore use this saving to become 
more competitive in the market place. 

B/P 

(iii) 
Quality 

improvements 

(c)  It can be difficult for a business to keep hold of its key members of staff; many 
businesses see these skilled, experienced workers headhunted by other 
organisations, which ultimately increases their competitive advantage, but at 
the same time reduces the original firm’s competitive advantage. 

B/P 

(iv) 
HRM 

effectiveness 

(d) Although this does help towards the achievement of the firm’s competitive 
advantage, it is not necessarily a key factor in its development.  With regards 
to this determinant, businesses should be wary that they do not commit too 
many of their resources to this and thus lose resources from the actual 
activities that allow the business to achieve a competitive advantage. 

B/P 

(v) Efficiency 
(e) Unless a business has developed and established brand loyalty within its 

market, it is very unlikely that this determinant will contribute to the 
achievement of competitive advantage. 

B/P 

(vi) Innovation 
(f) With these attributes the workforce should become more flexible; in an ever-

changing market, this will enable the business to react more effectively than 
before. 

B/P 

(vii) 
Financial 

planning 

(g) This does not guarantee a return; if successful a firm can see its profits rise 
significantly, however, this can be very time consuming, expensive and, if 
incorrect, could potentially damage the firm’s reputation.  It is seen as a high 
risk strategy, certainly at times of economic uncertainty. 

B/P 

(viii) 
Marketing 

effectiveness 

(h) This determinant, amongst other things, has allowed a business to make 
changes to the design of its production facility and to capacity/capacity 
utilisation; it also allows a business to have more effective control over its 
inventory, thus improving the firm’s profit and competitiveness. 

B/P 
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 Description B/P  Description B/P  Description B/P  Description B/P 

(i)   (ii)   (iii)   (iv)   

(v)   (vi)   (vii)   (viii)   

 

 

 

 

http://www.tutor2u.net/

