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Introduction 

This business report deals with the answering of the questions based on a case study of Nestle 

company. The total report is divided into two main chapters. The first chapter (chapter A) answers 

the questions of how does an FMCG company can derive competitive advantages from the rivalries 

using the same SAP in the industry. To gain competitive advantages, how market-based view, 

resource-based view, the knowledge-based view, and the capabilities-based view can be used are 

presented in the first chapter. The second chapter (chapter B) of this report deals with the sources 

of payback in the organisation. Ensuring technology advancement, a good balance between high 

inventory and sales, ensuring quality procurement, efficient manufacturing, and controlling 

overhead expenses are the sources of payback or cash inflow in the organisation. And how does 

the technological advancement in the organisation becomes the biggest source of payback in this 

era of technology-based business is also presented in the last part. 

  



    
 

www.infoharvardresearchuk.com 
4 

 

 

 

 

 

 

 

 

 

 

 

 

Question 1: How does a particular company can derive any 

Competitive advantage from the FMCG rivalries using SAP (or 

similar)? 
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Competitive advantage indicates some factors such as- branding, quality of goods and services, 

customer services, or cost structure based on which a business organization can produce its 

offerings at a low price or ensure better quality (Sigalas and Christos, 2015). (Youssef, and 

Mohamed, 1998) argued that SAP, an abbreviation of Systems application and products, is one 

kind of software (which is also called Enterprise resource planning) used for maintaining good 

customer relationships and managing whole business operations. Now every FMCG company uses 

SAP or any ERP software. As a result, creating a competitive advantage based on ERP or SAP is 

very difficult. Companies should think out of the box! 

(Fosser et al, 2008) suggested some theories that can help a company to achieve competitive 

advantages through the rivalries are using same SAP or ERP and they are discussed below based 

on a case study (Mitra and Neale, n.d.) and other required materials:  

 

 

 

 

 

 

 

 

 

 

 

 

 

Figure 1: Theories to achieve Competitive advantages (Source: Author) 
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The Resource-based view 

The main theme of the resource-based view is that organisations should find out the sources of 

competitive advantages by looking into the internal environment rather than a competitive 

environment (Mweru et al, 2015). The following model of the resource-based view will help to 

gain competitive advantage: 

 

 

 

 

 

 

 

 

 

 

 

Figure 2: a theoretical model of the resource-based view (Source: author) 

Tangible assets refer to the physical resources such as- land, equipment, machineries etcetera, and 

intangible resources refer to those resources that don’t have any physical existence such as brand 

reputation, trademarks, intellectual property etcetera (Mweru et al, 2015). Generally, every FMCG 

possesses the same kind of tangible and intangible resources. To gain competitive advantages, the 

resources (Tangible & Intangible) a company possesses must be heterogeneous and immobile 

(Fosser et al, 2008). Because if every company uses the same strategies, no company will be able 

to outcompete each other. Using heterogeneous (different types of resources within a company) 

and immobile resources (The resources that cannot be moved from can help in this manner. For 

example- Apple Inc. competes with Samsung in the same industry and also in the same market of 

Tablets and smartphones, and use the same kind of ERP but Apple sells its smartphones, and tablets 
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at the higher price, and gain higher profit than Samsung. The main reasons behind this difference 

are that Apple has a premium reputation, and can design products according to the users’ demand. 

And Samsung cannot do this. It indicates the use of heterogeneous resources (Mweru et al, 2015). 

Nestle has been enjoying high-profit margins because of providing consumer goods at low cost 

and it has been possible because of high brand reputation and skilled employees in the whole 

business (Fosser et al, 2008). 

Only having heterogeneous and immobile resources can result in temporary competitive 

advantages if resources are not valuable, costly to imitate, rare, and organized enough to capture 

value. (Barney et al, 2001) form a VRIO framework to identify the ability of a company’s resources 

to maintain sustainable competitive advantages and it is presented as follows: 

 

Figure 3: VRIO Framework for ensuring sustained competitive advantage (Source: Barney et al, 2001) 

Apple has been enjoying sustained competitive advantages for many years. Because their 

resources, designs of the devices, patent of the intellectual property make their resources valuable, 

difficult to imitate their products (Mweru et al, 2015). Moreover, Apple maintains a good 
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organization structure and environment. As a result, they are having sustained competitive 

advantages than other rivalries (Mweru et al, 2015). 
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The Market-Based view 

According to the market-based view (MBV), competitive strategy deals with the establishment 

and positioning of a company in a market (McGee, 2015). Research conducted by (McGee, 2015) 

found that using SAP or any kind of ERP software cannot make a huge difference in the 

performance or gaining of competitive advantage of FMCG companies. Because in this new era 

of technology, every FMCG company uses the same kind of Effective resource planning software 

(McGee, 2015).Porters’ generic strategies can help an organization to achieve a good position in 

the market by gaining competitive advantages through differentiating products or supplying 

products at low cost and the discussion is presented as follows: 

Porters’ generic strategies 

 

Figure 4: Porters' Generic Strategies (Source: (McGee, 2015) 

• Cost-leadership strategy: Within this course, there are two ways to gain competitive 

advantages. One is providing goods at low cost and the other is capturing huge market 

share at an average price (McGee, 2015). A multi-dimensional case study prepared by 

(Mitra and Neale, n.d.) revealed that Nestle employed its procurement specialists at zone 

level to buy quality raw materials at a low cost. As a result, this MNC became able to 

supply its products at a low cost. Marico and Emami & Dabur company were able to be 
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the cost leader by covering huge markets at an average price in the Indian FMCG industry 

though maximum companies in this industry use the same kind of SAP or ERP software 

(McGee, 2015). (Markovic, 2018) revealed that, nestle became the cost leader in the third 

world countries by setting its products’ price feasible to the middle-class families whereas 

Nestles’ close competitors like Merz or Unilever set their prize in the premium perspective. 

As Middle-class families consist of the biggest portion of a country, nestle was able to gain 

competitive advantages. 

• Differentiation strategy: This strategy is used for differentiating a company’s products in 

terms of features, quality, design, availability etcetera (Mweru et al, 2015). Nestle was able 

to differentiate its products from other close rivalries in terms of its quality and nutrition-

focused baby foods (Markovic, 2018). This company is also getting advantages from its 

brand image and logo as in the past decades, Nestle supplied customized and quality goods 

to the consumers (Markovic, 2018). 

• Focus strategy (low cost & differentiation): (Mweru et al, 2015) said that companies 

adopting a focus strategy focus on a specific market segment and use their resources behind 

this specific market. Nestle’s core belief is that good nutrition is the key to a healthy life 

and focusing this motto, this company gave its focus immensely on food and beverages 

and providing proper nutrition through these goods (Markovic, 2018). In a case study of 

(Mitra and Neale, n.d.), it is found that Nestle developed a system in the supply chain to 

ensure a balance between production and selling of goods to supply the products to the 

customers on due time or date. As a result, the goodwill of Nestle and also profit margin 

remains high which also helps this company to gain a competitive advantage in the market. 
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Question 2: Where does the biggest payback comes from? 
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Payback refers to the inflow of money stems from the various operations of a business organization 

(Al-Ani, 2015). There are many sources from where high payback comes from and a comparative 

analysis on these sources is presented as follows: 

  

 

 

 

 

 

 

 

 

 

 

 

 

 

Figure 5: Sources of Payback in the business organization (Source: Author) 

▪ Payback stems from the implication of Information technology (IT): Implementing 

technological advancement in the operations of a business can increase the bottom-line of 

a business organization. The selected case study of Nestle (Mitra and Neale, n.d.) bewrayed 

that after implementing Effective Resource Planning (ERP) called “Globe” in the strategic 

operations in the Nestle, this company enjoyed economies of scale very much (Al-Ani, 

2015). Because this ERP project required an employee to do the same thing repetitively. 

As a result, an employee becomes efficient in a selected work (Al-Ani, 2015). Using the 

ERP system called “Globe”, Nestle was able to improve its Sales processing system which 

increases its sales and overall production flow in the supply chain (Mitra and Neale, n.d.). 

As a result, because of high sales and production at a low cost (Because of Economies of 

scale) due to the blessings of technology, the Organisation’s internal cash flow increased 

cum payback increased. 
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▪ High Sales and inventory (proper balance): There must be a good balance between sales 

and inventory of an organization. if there is too much order in the organization but 

inventory is low, then it will destroy goodwill cum huge monetary loss (Al-Ani, 2015). 

And if there is high inventory in the warehouse but low sales, it will also increase the cost 

of overall inventory and an unexpected situation in the whole supply chain (Al-Ani, 2015). 

In the case study of (Mitra and Neale, n.d.) conducted on Nestle, it is found that due to the 

few trucks in the distribution place, a standstill situation occurs in the whole supply chain. 

When Nestle introduced the “Globe” system, nestle was able to maintain a balance between 

sales and inventory, and eventually its payback increased to a greater extent (Mitra and 

Neale, n.d.). 

▪ Ensure quality procurement strategy: There is a relation between procurement and the 

overall production cost. Poor procurement strategy results in buying low-quality raw 

materials at a high cost which, at a time, demolished the products’ quality and also 

increased the products’ price. (Mitra and Neale, n.d.) said that Nestle employed its 

procurement professional in the zone level and in the countries or places where raw 

materials were available. In this way, nestle got quality raw materials at a modest price. 

Ensuring quality procurement strategy ultimately increased the quality of goods at a modest 

cost (Al-Ani, 2015). As a result, customers feel delighted to buy quality products at a 

feasible price which eventually increases the organization’s bottom line (Al-Ani, 2015). 

▪ Effective and efficient manufacturing: In the selected case study of nestle (Mitra and 

Neale, n.d.) argued that a manufacturing company which ensures 100% capacity in 

manufacturing goods and low cost in production can gain the highest possible output from 

its manufacturing unit. After the introduction of Globe, nestles’ all the factories over the 

world started to use the same production schedule, strategy and follow the same production 

plan. These unitary efforts of those production plants led to the best possible capacity of 

the production at the best possible low price. Eventually, nestle enjoyed the huge 

production of consumer and beverage goods at economies of scale, and the bottom line of 

this FMCG giant was roaring to the sky. 
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▪ Control overhead expenses: (Fauzi et al, 2010) said that controlling overhead expenses, 

for example- leaving the lease of a selling space and sharing a selling space with other 

sellers, can increase the organisation payback. One organisation can ensure low overhead 

expenses by ensuring ERP for the accounts related work of an organisation; implementing 

various marketing strategies such as- email marketing or big data related works (Fauzi et 

al, 2010). There are many other ways to cut overhead cost but this cut down of cost should 

not affect the performance of employees in the strategic operation process (Fauzi et al, 

2010). 

There is indeed no single source of the inflow of income or payback in the organization. but it is 

possible to identify which source generates huge income or payback. From the above-discussed 

source, ensuring technological advancement in the organisation is the biggest source of income in 

the organisation. The reasons are presented as follows: 

▪ In this new era of competition in the business, maintaining a good relationship with 

customers is essential for business organisations. With the help of technology, it is very 

easy to do communicate with customers within a few seconds. Besides, customers can 

easily get to know about the products and services or prices of the products of a company 

(Cavalcante and Sérgio, 2013). It has been easy to contact with a producer of RMG 

producers of a country called Bangladesh from the UK for ensuring on-time shipments of 

products (Cavalcante and Sérgio, 2013). Overall, the technology helps to increase the better 

public image and a good interaction between organisation and customers (Cavalcante and 

Sérgio, 2013). Eventually, this will lead to an increase in the bottom-line of a company 

(Cavalcante and Sérgio, 2013). 

▪ Ensuring efficiency in operations of a business is one of the main conditions for getting the 

highest gain from the market. With the advent of technology, it becomes easier to conduct 

a meeting among executives from any place which is saving and related costs (Cavalcante 

and Sérgio, 2013). Moreover, a proper balance between inventory and sales can be known 

by a blessing of technology called the warehouse inventory system (Cavalcante and Sérgio, 

2013). This inventory system also helps to reduce inventory holding costs. In this way, 

organisations’ cost is decreased and the overall payback is increased (Cavalcante and 

Sérgio, 2013). 
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▪ Technology is helping business professionals to reduce their anxiety about different 

cultural communication or distrust (Cavalcante and Sérgio, 2013). For example- with the 

help of technology, the Production manager can communicate with the procurement co-

ordinator at different places. It will help the production manager to reduce his or her 

tensions about the buying of raw materials and getting them at the due time (Cavalcante 

and Sérgio, 2013). 

▪  (Cavalcante and Sérgio, 2013) argued that the use of technology in the business is helping 

to keep confidential financial, resource information, and also information about executives’ 

meetings. As a result, organisations can be able to benefit from this! 
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Conclusion  

In this new era of technological advancement, Using ERP or SAP can make a difference! Using 

technology in the business organisation can make easy the communication, a balance between 

inventory and sales, and ensure proper security in the business organisation. As every FMCG 

company is using some kind of ERP software, to gain competitive advantage, Nestle should focus 

on its capacity to get a position in the market place; make employees more knowledgeable and 

talented; increase the capability of the resources. Otherwise, it may be lag behind in the 

competition.   
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