Comparison between cost leadership and differentiation strategy in agricultural businesses 212
Anwar, K.

Comparison between cost leadership and differentiation strategy in
agricultural businesses

Reception of originals: 04/02/2016
Release for publication: 07/17/2016

Kofand Anwar
PhD. in Business Administration
Institution: Cyprus International University
Address:
E-mail: kofand anwar@hotmail.com

Abstract

The size of the frozen chicken market is rapidly growing day by day and is becoming more
attractive for investment purposes. The main purpose of this study is to analyze the
comparison between cost leadership and differentiation strategies and its relationship with
competitive advantage. A quantitative method was used to analyze the current study, a total of
1400 questionnaires were distributed in different frozen chicken companies across lIraq,
however 993 questionnaires were filled out by the participants. The researcher developed two
main research hypotheses; The first research hypothesis assesses the positive relationship
between cost leadership strategy and competitive advantage in agricultural businesses in Irag,
the second research hypothesis assesses whether or not there is a positive relationship between
differentiation strategy and competitive advantage in agricultural businesses in Iragq. The
result of multiple regression analysis reveals that the value of Beta for cost leadership strategy
is .0731<.001 which indicates that the cost leadership strategy will have a direct positive
association with competitive advantage, the value of Beta for differentiation strategy is
0.120<.001 this indicates that differentiation strategy will have a positive association with
competitive advantage. The researcher came to conclude that the highest value was for cost
leadership strategy, the result demonstrated the importance of promotions and discounts in
selling frozen chickens. The limitations of this study are sampling method and sample sizes
used are the main limitations of this research. Findings of this study suggest the consequences
could be indicative of broader perceptions.

Keywords: Agricultural businesses. Competitive advantage. Generic strategies.

1. Introduction

Today’s businesses are rapidly evolving; international business environment has
shaped a complex business climate that requires consideration to genuine competitive threats.
The main purpose of this study is to analyze the comparison between cost leadership and
differentiation strategies and its relationship with competitive advantage. Generic strategy is
an essential aim of achieving a sustainable competitive advantage.

The size of the frozen chicken market is continually growing day by day and
becoming an attractive source for investment, this leads to formulate that frozen chicken

supplier as one of the best contributions for the countries’ economy as a result there has been
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an increase supply of frozen chicken in the country for investment. The earlier examination
proposes some of significant issues for theorizing generic strategies and competitive
advantage.

Adopting the common principle that agricultural business requires a well-organized
and attainable competitive strategy to compete successfully in contradiction with other
businesses in the marketplace. Hence, according to the earlier argument, this paper debates
the competitive strategies’ framework. This argument is according to the development of,
rather than a break with Porter's (1980, 1985) generic strategy idea.

There are two significant subjects which could be resulting from previous debate that
could be utilized to build on Porter's visions. First, agricultural businesses should differentiate
between demand and supply sides of its competitive advantage. Secondly, Porter's generic
strategies are not essentially self-determining. To recognize the competitive methods and
situation of a specific market, a business should consider the differences and relations
between the demand and supply sides of any probable competitive advantage. It is obvious
from previous argument that Porter's generic strategies are overgeneralized in this respect.

When the demand and supply influence are detached a business could attain a cost
leadership competitive advantage in two different methods. On the supply side agricultural
business might attain a cost advantage in different ways argued in the earlier section. The fact
of this cost advantage relies on a variety of cost stages in the marketplace, either because of
market structural features non-responsible practices or market structural features. A vital
aspect here is comparative supply-side steadiness which prevents innovative (supply side)
differentiation potentials (Adinolfi & De Rosa, 2011). This competitive advantage, though, is
a possible rather than real competitive strategy due to of the demand side connection is
essential.

To highlight the possible of a cost advantage it will be mentioned to as a basis which
is separate from its practice in specific strategies. On the demand side, a competitive strategy
that is parallel to Porter's cost leadership strategy suggests competing on the basis of price.
Market situations needed here are either well-organized market segmentation or product
homogeneity in which purchasers are price sensitive. All of these potentials suggest that the
demand for the agricultural business’s products is strongly linked to price.

The theoretical framework establishes in this research is according to the literature
which is mostly dealt with industrialised countries. Though, the empirical section of this
research implements to Irag, to investigate the degree to which this kind of framework might
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be implemented to a developing country. In order to attain the main research objectives, the
theory of porter’s generic strategies (cost leadership and differentiation) and competitive
advantage has been established from earlier studies in this field, also classifying and merging
these associated concepts in the literature.

The continuous shifting of the environmental variables of a firm proposes that the
durable the agricultural business is the longer it will be able to sustain and attain competitive
advantage. A recognized significant factor that defines agricultural business's viability and
success in the industry is competitive advantage. Every firm is projected to have certain
advantage over its rivals to sustain in the market place during a certain time period. Though,
there may be potential barriers that prevent businesses from sustaining and attaining their
competitive advantage. Hence, it is important for agricultural businesses to consider these
kinds of barriers to accelerate the growth and to accomplish their main goals. This study has
two objectives:

RQ1: Theoretical purpose is to understand the concept of the competitive advantage
and cost leadership and differentiation strategies.

RQ2: To distinguish effective strategies to use to attracts more customers.

2. Literature Review
2.1. Competitive strategies

Developing an effective competitive strategy is significant for a business in order to
formulate a wide practice of the business will compete, determining an effective business goal
or set of goals, and how to obtain and sustain its competitive advantage (Ogot, 2012).

Strategy is usually known as an outline of significant decisions that (1) certainly
influence a business’s performance, (2) guides and maintain the relationship between the
business and environment, and (3) influences the internal processes and structure of the entire
firm (Sumer& Bayraktar, 2012). Competitive strategy in many ways, for instance, how a firm
will be able to position in it’s a competitive environment which enable firms to win
competitive advantage against its competitors (Porter, 1980). In order to a business can
manage the current situation and future competition, it is essential to have an effective
strategy (Peters & Zelewski, 2013).

There are various strategies according to discussion of the current literature and
previous studies; the first tactic is the market position approach and the second tactic is the
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resource- based approach. These two tactics are essential for the current market situation as
well as for the future competition in the marketplace. (Otieno, et al., 2012), stated that market
position approach refers generally with the current business position in the marketplace and
the current competition situation.

Concerning the market position tactic, the researcher referred to the work of on
competitive strategy which he progresses the simple concepts presented in the previous study
(Porter, 1980), he evidently views the principle of formulating strategy as linking the business
to its marketplace and that it is considered as the successful key feature of the environment of
the businesses are the industries or industry in which the business participates (Porter, 1980).

The main involvement of this study is to clarify the two directions of gaining and
sustaining competitive advantage; the first direction is when a business either implementing
the cost leader in the market place or when the business is implementing differentiation by
their services and products in the market place. Porter’s studies are commonly debated and
confirmed in the earlier works such us; (Murray, 1998; Bowman, 1990; Miller and Dess,
1993; Change and Bnzell 1983; Dess and Davis, 1984; Day, 1984; Bamberger, 1989; Miller
1992; Hambrick, 1983).

The second tactic is the resource-based approach concentrates on the business’s long-
term development and capabilities for potential competition. The resource-based tactic
considers competitive advantage as the viewpoint of potential "common competency” that
provides a business an advantage over its competitors. (Wright et al., 1992; Rumelt and
Lippman, 1982; Read and Depfillippi, 1990; Barney, 1986; Teece, 1984; Day and Wensley,
1988; Ghemawat, 1986; cool and Diericix, 1989; Hitt and Ireland, 1985), concerning the
resource-based tactic, the business is considered as a connection or package of specific
resources which are positioned to produce an advantaged position in a competitive
environment these resources are “isolating techniques" - those hidden core assets or
capabilities, for instance business reputation, proprietary knowledge... etc., which is
regularly not connected with a service/product which result and lead to sustain and gain

competitive advantage (Furrer, et al, 2008).

2.2. Competitive advantage

Every firm, within any industry requires obtaining some competitive advantage to

successfully maintain their position during specific time of period. Competitive advantage is
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an element that permits one firm to be more cost-effective or profitable than others (Hawkins
& Mothersbaugh, 2010). The concept that superior performance needs a firm to increase and
win an advantage is essential to modern strategic philosophy (Adinolfi & De Rosa, 2011).

A business requires an effective and suitable competitive strategy that offers and
presents it with the capability to attain and sustain its competitive advantage, competitive
advantage can be defined as the ability of a business to select to compete via combining many
functional area decisions (Awade, 2014). Businesses might be able to attain achieve their
competitive advantage through associating strategy to the internal factors of the environment
of the entire business or/and to the external factors of the environment.

Hence, the attainment of competitive advantage might be viewed from various angles.
Two main methods to attaining competitive advantage argued in this research. The first
method concerns that the business’s source of competitive advantage is according to the
features of the industry as well as the business's situation or current position in the market
place within through the selection of generic strategies.

This method discusses that the business might be able to attain and win its competitive
advantage through providing a set of different products/services or low cost services/products,
or through serving a specific market segmentation. Thus, competitive advantage in this
method is more attributed and recognized to external factors than to the business’s
characteristic competencies and resource-based deployments.

The second method views at the business in terms of its competency and resources as
its sources of competitive advantage. Though, the two methods are complementary, with one
clarifying the worth of competitive consequences in the industry, the other dynamic features
of the business’s behaviour with concern to the growth and nature of the business’s resources.
For instance, many resources could be utilized in many products-markets; meanwhile,
products or services might need the service of numerous resources.

These methods, which are the product market and the resource-based, represent both
of the factors; the internal factors and external factors analysis that the pervious academic

scholars determined and defined as the effective strategy formulation (Wilkie, et al., 2010).

2.3. Generic strategies

Porter (1980) generates generic strategies — the first strategy is called cost leadership,

the second strategy is called differentiation and the third strategy is called focused-based
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tactics - the effective utilization of any of generic strategies will allow any business to defend
and create a market position.

Porter (1985) debates that each strategy represents a essentially various method to
sustain and create a competitive advantage: a business should choose between any of three
strategies otherwise the business will stuck in the middle. This paper concentrates on the
comparison between only two of generic strategies:

2.3.1. Cost leadership

Cost leadership is defined as one of two broad generic strategies that a business could
adopt (Hunger & Wheelen, 2011). It includes being the lowest cost creator in an industry
whereas keeping average levels of differentiation. The means of attaining this advantage are
different, relying on the business’s structure, and the pursuit of economies of scale,
admittance to product or process technology and the way to get admission to raw materials.

A strategy of the cost leadership is greatest effective in stable and predictable
environments, meanwhile environments that are mostly likely will change or unpredictable
will generate severe diseconomies for industry attempting to execute a cost leadership
strategy (Miller, 1986). A successful business that is able to sustain and attain overall cost
leadership will be an above-average player in the market place.

Two significant features of this strategy could be clarified here. First, when a business is
become an above-average player in the market place, a cost leader should attain equality or
almost in the sources of differentiation comparative to its competitors. Second aspect is for a
business to create and maintain the highest outcome the sources of its cost advantage must be
challenging for other businesses to imitate or replicate (Barney, 1991).

An consequence in this case is that a strategy of what can be named ‘cost following' — a
choice to accept a situation of second or third in an industry - might be rational, rather than
just cost leadership (Kisaka & Okibo, 2014).

Studying the literature of strategy concentrating on the concept of cost leadership directs
variances in the technique in which it could be understood. The cost leadership strategy is not
so clear whether it is linked with product’s price or not. In case if a leader achieves
equivalence according to differentiation, in this case the price side will keep questioning.
(Hoffman, 2000), draws the effectiveness of generic strategies to various environmental

features, and associates purchaser price sensitivity to the feasibility of a cost leadership
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strategy. An effective association between low price and a cost leadership strategy to price
satisfaction and mentions that managers who utilize the "cost leadership" strategy are
probably to challenge the minimum environmental change and unpredictability (Miller,1993).
They search out purchasers who take the price priority rather than the design of the product.
Likewise, competitive pricing is extremely linked with cost leadership (Miller,1992).

While developing price sensitivity raises the advantage a cost leader might have over
other competitors, price sensitivity is a main attention that does not deliver adequate
explanation for adopting a cost leadership strategy (Marta, et al., 2015). Also, he thinks the
variety of cost arrangements among competitors as a condition of cost leadership - it pursues
that a main feature here will be non-imitability (Bordean, et al., 2010).

An associated subject is pointed out in (Coyne, 1986) research; he differentiates between
two different visible and non-visible aspects, the non-visible aspect is the internal competence
which is cost control considers as a non-visible to purchasers and the other visible aspect
which is competing on prices which consider visible to purchasers.

Therefore, there are particular issues linked with understanding the terminology of cost
leadership, whether by cost control for instance suppliers side, or price competition for
instance from demand side. Associated to the above mentioned are organisational features and
environmental that could impose on a cost leadership strategy, Moreover, in case if a
differentiation strategy is adopted, most likely will attain various consequences for cost
control and price competition in various situations relying on the particular nature of supply
and demand side features and their interaction (Mahdi, et al., 2011).

In terms of the demand side the problems compromised could be examined in terms of
two measurements: the first measurement is the degree to which service/ product features are
measurable by purchasers prior to purchase; and the second measurement is the durability of
the service/product. A low-cost advantage required in this circumstance to create backup
capitals or sources in order to implement differentiation features which could be obtained by
various ways, for instance ( Porter,1980,1985):

e Learning effects: Learning influences are regularly observed as the effective
economies consequence from replication of actions that lead to better efficiency.
(Hill,1988), argues that learning effects consider the greatest importance in the
circumstance of complex and new processes; though, learning effects also
considered to be the greatest importance in the circumstance of complex and new

processes, even though if those learning effects are just routine;
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e Economies of scaes: Scale economies are estimated reduces the average costs in
long run because of development dimensions and variable concentration (Sahn, et
al., 2013:66);

e Labour/ capital subtitution: includes substituting labour or captial to improve the
efficiencies (Sahn, Al'ali, & Yacout, 2013).

2.3.2. Differentiation

The second generic strategy of porter (1985) is differentiation. Differentiation strategy
is based on the concept that business’s strategy is different and unique which valued by the
purchasers. This characteristic is relying on the extent of concentration involved. Contrasting
a cost leadership strategy, there could be additional than one effective differentiation strategy
in the industry, relying on the quantity of related characteristics.

The accomplishment of differentiation strategy could have various means, for
instance; the potentials relied on the nature of industry, locational features or the distribution
system and product features or/and the method that use to market the product. The purpose
the differentiation strategy is to generate service or a product that is considered unique from
the purchasers’ point of view.

Differentiation strategy frequently includes; the confluence of numerous unstructured
marketing issues, the reactions competitor and unforeseen purchasers and modern
technologies. Obviously effective differentiation strategy is frequently costly, with the
suggestion that a differentiation strategy should sustain cost with other competitors.

Therefore, when a business sustains and attains differentiation strategy with a price
premium any additional costs of becoming unique, it will be consequence the above average
in the market place. Effective differentiators, so, attain greater returns by premium pricing.
Clearly, to maintain a differentiation needs imitation’s barriers by competitors and a sustained
providing value to purchasers. Though, differentiation strategy is theme to different
clarifications (Kiiru, et al., 2014).

Three issues fields could be classified. First, sometimes more than two or two
differentiation strategies might be occurring or existed. (Paley, 2005), creating a difference
between marketing differentiation and innovative differentiation. He refers to marketing
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differentiators as businesses which deliver convenient location, excellent service and
attractive package and so on.

On the other hand, innovation differentiators, adaptive firm (Friesen's, 1984) and
prospectors (Amoako-Gyampah & Acquaah, 2008) may be able to developing modern
technologies and products on the base of which they might increase their prices which
purchasers are willing to pay. The acknowledgment of innovation differentiators includes the
segregation of cost leadership and differentiation strategies. Innovation which is specifically
concerned with the processes of production could assist in decreasing the costs and
differentiate at the same time (Lockamy & Smith, 1997).

This issue is a phase of a more common problem involved with the categorizing of
generic strategies. It will be discussed in this section that competitive strategy should be
distinguished from competitive advantage - becoming 'stuck in the middle' is an issue for the
end, not the first. Two factors may be connected to a differentiation strategy: the first factor is
non-visible to purchasers such us service/product growth which is considered as internal
competence and the second factor is visible to purchasers such us offering unique
service/product (Porter,1996). Porter's declaration that differentiators attain greater revenue
by premium pricing is not internationally recognized. The accomplishment of greater revenue
from differentiation is connected to those businesses that are capable to attain marketplace
dominance at a provided price (Hill, 1988).

Porter proposes that the greater outcome of American Airlines is from their capability
to raise market share not only from premium pricing. Highlighting this uncertainty is an
important theoretical subject. If the association between outcome and differentiation functions
through marketplace supremacy (at a provided price), this should include competence
improvements - for example experience advantages and/or scale. This probability suggests
that cost leadership and differentiation are not essentially equally exclusive strategic
alignments - a reappearance of a shared option.

Lastly, there is an issue with the inquiry of over which a business charges a premium
price. In this case there will be a possible issue (Porter, 1997). How does a business attain
greater outcome when more than one business in an industry could follow differentiation
strategy and hence knowledge a premium price? This issue could be determined through
identifying the significance of determination the boundaries of an industry, or business’s
market segmentation. For instance, 7-11 convenience stores in Southland as demonstrating
product differentiation according to their location and store hours convenience
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(Murray,1988), but only comparing with food retailers regardless other segmentation for
instance hypermarket or supermarkets (Mutunga, & Minja, 2014).

The main aim of this strategy to establish and create an innovative process attributes
and product, in order to implement this kind of the strategy, it is required to have greater
performance which leader to increase the products’” prices (Sumer & Bayraktar, 2012). This
strategy considers the most significant and effective in terms of business environment which
is rapidly developing (Duncan, 1972); it is not casy to predict competitors’ and purchasers’
behaviour (Khandwalla, 1977). Moreover, business side which is the supply side, (for
instance; competing on differentiation) are creative in creating and producing new technique
in order to gain competitive advantage.

3. Conceptual Framework

3.1. Research model and hypothesis

The research model provided in Figure 1 illustrates the proposed relationships

investigated in this study.

Cost leadership strategy H1
Competitive advantage
Differentiation strategy |
H2
Independent variables Dependent variable

Figure 1: Research Model
Source; Created by the researcher, May,2014

H1: There is a positive relationship between cost leadership strategy and competitive
advantage in frozen chicken products in Irag.

H2: There is a positive relationship between differentiation strategy and competitive
advantage in frozen chicken products in Irag.

3.2. Methodology
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A quantitative technique applied in order to analyze the current study. In Iraq, there
are more than 1200 agricultural businesses and general trade companies retailing frozen
chicken. A questionnaire was used to analyze the current study. Sample design refers to the
procedure or method the researcher is willing to accept in choosing items for the sample.

Research sample was selected using a procedure of random sampling and it was
carried out in different locations in Iraq. A total of 1400 questionnaires were distributed,
however 993 participants properly filled out the questionnaires.

In order to examine the aspect of cost leadership strategy and differentiation strategy
in agricultural businesses in Iraq, this study is investigating the comparison of cost leadership
strategy and differentiation strategy as independent factors and competitive advantage as
dependent factor. The participants were requested to rate how important each item are
according to the five point scales ranging from unimportant to very important.

This research instruments have been validated by earlier researchers to be ideal for
measuring generic strategies. The questionnaire was adapted from the literature ( Kinyuira,
2014; Bordean, et al.,2010; Furrer, et al., 2008; Allen, et al., 2007; Kotha & Vadlamani, 1995
and Nayyar,1993).

4. Data Analysis

Nine hundred and ninety-three managers employed in different agricultural businesses took

part in this research, Managers’ position in the organization is provided in Table 1.

Table 1:The characteristics of the managers

Experience= (Ranging 1=1-5 to 5=15+yrs), Education =(Ranging 1= Min. to 5= postgraduate)

Respondent Number Experience Education
Executive 33 3.91 4.1
Marketing manager 54 3.12 3.79
Sales manager 52 3.89 3.08
Distribution channel manager 52 3.33 3.01
Cold storage manager 42 2.99 2.89
Supply manager 44 3.04 2.76
Procurement manager 48 3.51 2.99
Budget manager 46 3.6 2.81
Quality manager 48 3.02 2.79
Production manager 44 411 3.19
Planning manager 51 3.77 3.11
Business development manager 44 4.15 3.88
Customer relation manager 51 3.09 2.65
Finance manager 45 4.01 2.83
Shared manager 48 4.03 2.3
Research and development manager 29 4.15 3.32
Human resource manager 38 3.97 3.1
Maintenance manager 26 3.34 2.11
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Information system manager 18 2.90 247
Customer service manager 48 2.54 2.89
Accounting manager 39 3.50 3.79
Resource manager 33 3.11 2.88

Source; Research results (2015)

It is the value stating that managers of the agricultural businesses have a superior
working experience and the greater education. Furthermore, all managers have a significant

overall working experience more than 10 years.

Table 2: Reliability test

Factors Cronbach's Alpha KMO
Cost leadership 754 .758
Differentiation .846 .814
Competitive advantage 814 .824

Source; Research results (2015)

As seen in table (2) the Cronbach's Alpha for cost leadership strategy = .754 > .6 this
indicates that items used for cost leadership strategy were reliable, the Cronbach's Alpha for
differentiation strategy = .846 > .6 this indicates that items used for differentiation strategy
were reliable and the Cronbach's Alpha for competitive advantage = .814 > .6 this indicates

that items used for competitive advantage were reliable.

Table 3: Correlations Analysis
Correlations

Items Pearson Correlation Cost leadership Differentiation

Competitive Pearson Correlation 799" 539"

advantage Sig. (2-tailed) .000 .000
N 993 993

**_Correlation is significant at the 0.01 level (2-tailed).
Source; Research results (2015)

Correlations analysis presents the values of the identified correlation tests; Table (3)
shows the correlations between the scales using person correlation.The researcher correlated
cost leadership strategy and differentiation strategy as independent variables with competitive
advantage as dependent variable.

According to correlation test, the researcher found out that cost leadership strategy has
significant correlation (r=.799"" p<0.01) with compeittive advantage. Concerning the strength
of the linear relationship is strong between cost leadership and compeittive advantage and

differentiation strategy has significant correlation (r=.539"" p<0.01) with compeittive
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advantage. Concerning the strength of the linear relationship is moderate between

differentiation and compeittive advantage.

Table 4:Coefficients

Coefficients

Model Unstandardized Standardized t Sig.
Coefficients Coefficients
B Std. Error Beta
1 (Constant) 195 .084 2.324 .020
Cost leadership .954 .030 731 31.798 .000
Differentiation 111 021 120 5.218 .000

a. Dependent Variable: competitive

Source; Research results (2015)

A multiple regression analysis was used to find out the comparison between cost
leadership strategy and differentiation strategy and its relationship with competitive
advantage. As seen in table (4) the result of research hypotheses, concerning the cost
leadership strategy, it has significantly predicted competitive advantage (Beta is weight .731,
p<.001) this indicates that the cost leadership strategy will have a direct positive association
with competitive advantage.

Based on this results the first hypotheses is supported and differentiation strategy, it
has significantly predicted competitive advantage (Beta is weight .120, p<.001) this indicates
that differentiation strategy will have a positive association with competitive advantage based

on this results the second hypotheses supported.

5. Discussions
5.1. Result of the first research hypothesis test

Result of the first research hypotheses test revealed that the cost leadership strategy
has significantly predicted competitive advantage (Beta is weight .731, p<.001) this indicates
that cost leadership strategy will have a direct positive association with competitive advantage
based on this results the first hypotheses supported.

Frozen chicken advertised on promotion are not consider as a poor quality product,
which suggests that the consumers obtain frozen chicken advertised on promotion due the fact
that they believe all frozen chickens acquire good quality (as seen in figure 2). The overall
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result of the first research hypotheses test suggests that cost leadership strategy have positive
and significant relationship with competitive advantage in frozen chicken companies. The
result of the first research hypothesis is similar to the result of as (Porter,1980) who
demonstrated that cost leadership strategy have direct and positive relationship with

competitive advantage.

Figure 2: Cost leadership strategy, Photo taken by the researcher
5.2. Result of the second research hypothesis test

Result of the second research hypotheses revealed that the differentiation strategy has
significantly predicted competitive advantage (Beta is weight .120, p<.001) this indicates that
differentiation strategy will have a direct positive association with competitive advantage
based on this result the second hypotheses supported.

The overall result of the second research hypotheses test suggests that differentiation
strategy have positive and significant relationship with competitive advantage in frozen
chicken companies. Frozen chicken is only obtained from trustworthy and reliable suppliers
and respondents regard the suitable packaging of frozen chicken as very essential. Some of
consumers do not consider frozen chickens’ price as essential aspect they worry about, rather
customers care more about how attractive and suitable the frozen chicken packaging is
presented (as seen in figure 2).
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packaging

Figure 3: Differentiation Strategy, Photo taken by the researcher

The result of the second research hypothesis is similar to the to previous findings
from the literature (Phillips, Chang & Buzzell ,1983, Reddy,1980, Hill,1988, Jones &
Butler,1988 and Karnani,1988 ) who found the differentiation strategy could be used as low
cost position for a company, meanwhile focusing on the quality uses a significant positive
influence on competitive advantage. They found that differentiation strategy has direct and
positive relationship with competitive advantage.

6. Conclusions

This research addressed the subject of the comparison between cost leadership and
differentiation strategies for agricultural products’ supplier and particularly frozen chickens.
Frozen chicken suppliers using cost leadership strategy concentrated on an internal efficiency
to obtain cost reductions.

In contrast, frozen chicken suppliers using differentiation strategy concentrated on
particular consumers’ expectations and needs, obtaining premium prices and delivering high
quality of frozen chicken. These consequences have been extremely effective based on Porter.
Other variances were in the following domains: years of frozen chicken suppliers’ experience,
the significance of delivering frozen chicken skills, the significance of special associations
with frozen chicken consumers, and geographic scope of marketing.

The researcher set two main research questions; the first research question stated
whether there is a relationship between (cost leadership and differentiation) and competitive
advantage and the second research question stated which of strategy affects positively on
competitive advantage more than other strategies. In order to answer the above two research

questions, the researcher used multiple regression analysis.
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As seen in table (4) the summary of multiple regression analysis; the value Beta of
both strategies are more than 0.01 this indicates that cost leadership strategy and
differentiation strategies have positive relationship with competitive advantage in agricultural
businesses and particularly frozen chicken suppliers. Meanwhile; in the same mentioned table
it has been revealed that cost leadership strategy has the highest value, (porter,1980) found
that cost leadership strategy have direct and positive relationship with competitive advantage.

The result demonstrated the importance of promotions and discounts in selling frozen
chickens which indicates that promoted frozen chicken are not consider as a poor quality
product, which suggests that the consumers obtain frozen chicken advertised on promotion
due to the fact that they believe all frozen chickens to be a good quality. Agricultural
businesses might fail to accomplish any of the strategies, according to Porter, a business in
this situation retains no competitive advantage due to be not willing to make a decision in the
way to compete with others. Its effectiveness will certainly be low due to the necessity of
having inconsistent actions in each competitive strategy.

7. Limitations

The limitations of this dissertation are sampling method and sample sizes used are the
main limitations of this research. Even though numerous authors identify that small samples
are supportive for rich description in quantitative research, in this case it would be exciting to
observe how the consequences extend to the broader frozen chicken companies. Findings of
this study suggest the consequences could be indicative of broader perceptions. However,

sample size remains a main limitation of the research.
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