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 Summary Report: Dell Computer: Inspiron Product Development

Functional Areas Strengths and Weaknesses

Marketing 
Strengths: One of major strengths in Dell’s marketing campaign is cost leadership, selling their products at about 15% below those of other brands.  This cost leadership results from a direct approach to selling. Dell does not use a traditional distribution system; instead they take orders directly from customers. By doing so, Dell can cut distribution cost, thus keeping a low price strategy without sacrificing profitability.  Another benefit of direct approach is that Dell can meet exactly what customers need via a higher degree of customization.  Additionally, Dell’s direct selling method also allows the company to have a high level of knowledge about their customers, which is valuable for their strategic decision making. 

Weaknesses:  As more companies are successful in reducing production cost, the competition for cost leadership in desktop production increases. Dell’s direct sale approach also has some drawbacks.  Big retail stores for electronic goods are still major distribution channel for computers; however, since Dell does not cover this channel, they could lose customers who want to purchase their computer from a retail store.  Another drawback is that the time required (at least 10 days) before customers can get their computer in Dell is longer than in retail stores. Some customers may want to get their computers at the same time they buy.  

Human resources: 

Strengths: Dell’s organizational structure is based around product divisions which can adapt to changes in the organization’s environment. Dell has two separate business units based on the type of customer, and each segment has its own marketing, sales, and customer support functions.  In designing an organizational structure, Dell focuses on the customer first, rather than the product; while competitors design along the product line. Dell’s decentralized structure supports a high level of customer service. Additionally, Dell created six Center of Competences (COC) to improve and to make the best decisions at the cross-functional level. By assigning experienced people to the COC, Dell can shorten the learning curve for employees.
Weaknesses: Dell’s organization structure leads to redundancy of effort, and little cooperation across business units. In the decentralized organization structure, there is a tendency to focus on current problems and functions, and to ignore opportunities for growth and innovation, because of the difficulty in coordination. Moreover, there is relatively less participation by employees in decision-making. COC’s role is to improve these drawbacks. However, since COC has no formal authority, sometimes it causes inefficiency and lack of ownership in decision making.
Operations:

Strengths: Since Dell has a “build to order” structure, they can keep low inventories. Another advantage of build to order systems is that Dell can more easily meet customer needs. With build to order system, supply/demand managers make more accurate product forecasting, thus Dell can make the supply equal to the current demand. Additionally, the COC’s role in operations positively affects the organization, even though the COC has some limitations. 

Weaknesses: Dell’s build to order approach also has some drawback. This approach decreased marginal benefits. Additionally, too little inventory resulted in long production lead-times that drove away customers. 
Finance
Strengths: Dell has stable financial conditions with good profitability. Based on the income statement, Dell has net revenues of $12 billion, about 82% growth when compared to previous year. With its market share and sales revenue continually growing, Dell has kept its operating expenses at around 10%. The increase was due to international expansion. 
Weaknesses: Because the Dell uses a build to order model, it is difficult to control their cost of good sold. 

Cross Functional Issues

Operation vs Marketing vs Finance :  
The build to order systems (BTO) have both positive effects and negative effects on marketing. By not building the computers until they are ordered, Dell can keep lower inventory level. Dell also brings the latest features to the market, resulting in higher customer satisfaction. On the other hand, this BTO system requires more production lead time, and thus causes customers to complain about delivery time. 

The inventory management is very crucial factor to Dell’s profitability strategy. Low inventory level allows the reduction the inventory storage cost or inventory idle cost. With efficient inventory management, direct selling approach enables Dell to maintain cost leadership with competitive profitability.

Operation vs  Marketing vs Human resource: 
The cost leadership in desktop computer is under threat from competitors, thus Dell wants to enter the notebook market in hopes of increasing revenues. The COC’s challenges for launching the Inspiron model are shown through the cross-functional issues.  To ensure a successful launch of Inspiron, the COC must coordinate interdepartmental communication as well as focus its efforts in three areas: product management, supply and demand conditions and pricing.  It is necessary to focus on the immediate needs of the customers and to understand the market supply and demand.  The COC also has the responsibility of determining how to price its product and which segments (mainstream, value, high-end, full-feature, ultra or sub notebook) should be targeted. 
Key Issues 
Even though Dell is conducting their business quite well, the following key issues must be addressed in order to keep their competitive advantages in the future:
· How can Dell manage COC efficiently for successful decision-making?

· How can Dell maintain cost advantages?

· How can Dell promote cross-functional cooperation?

· How can Dell position Inspiron in the market?
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