DELL HINTS
To size up Dell’s competitive advantage, you must compare two things:

 (a) the difference between the willingness of customers to pay for Dell products and the costs that it incurs to provide those products, compared to
(b) the same delta generated by a Compaq / reseller team. 
To the extent that Dell’s difference is larger, it has a competitive advantage.  The case allows you to analyze relative costs in quantitative detail but only allows qualitative analysis of willingness to pay.  You will have to make your own assumptions about how to translate that qualitative analysis into comparable numbers for the various competitors.

To examine relative costs, consider a typical PC equipped for the business market.  From EXHIBIT 10b, you can calculate the price that Dell charged for such a machine in 1998.  Next, you can use EXHIBIT 6 to calculate Dell’s COGS for such a machine.  
After determining Dell’s costs for various categories of items, use the information in the case to identify the major categories of costs where Dell has an advantage over the Compaq / reseller team.  You should be able to then assign costs to the same items for the Compaq/reseller team based on the Dell cost plus the Dell advantage where an advantage exists.  Hence, if Dell spends $200 for a certain item and has a $50 cost advantage over the Compaq/reseller team then that item costs Compaq $250.
Do not make the mistake of trying to discern the Compaq/reseller costs based only on Compaq’s income statement.  Determining Compaq’s costs relative to its own sales dollars (cost as a per cent of sales) assumes that its product mix is identical to Dell’s (which it is not.)  It also assumes that Compaq prices are identical to Dell’s for a business PC  which is clearly not the case.  Under this methodology, price differences and cost differences become indistinguishable.
