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Abstract: 

The study of the Competitive Advantage of Nations is one of the most 

important aspects of strategic & international business management. Most 

discussions of the competitive success of nations look at aggregate, 

economy-wide measures like the balance of trade. Porter chose a different 

starting point, beginning with individual industries and competitors and 

building up to the economy as a whole. Nations do not compete in the 

marketplace-business firms do, and the performance of individual 

companies in particular industries in where competitive advantage is either 

won or lost. 

Porter in 1990 introduced one of the most applicable theories of obtaining 

a national competitive advantage. In his book "The Competitive Advantage 

of Nations" he introduced the diamond model which consists of 4 

determinants that individually and as a system, create the context in which a 

nation's firms are born and compete. The determinants are firm strategy, 

structure, and rivalry; factor conditions (e.g., natural resources); demand conditions; 

and related and supporting industries. 
Despite all critiques to the diamond theory, it stills the most applicable theory in 

its field. And if we added Infonnation Communication Technology (ICT) it will be 

the most comprehensive model of National Competitive Advantage. 
Applying this model on a given industry in a given country well allow this 

industry to be developed by knowing the strengths and weaknesses of the 

determinants. Research team applied the concept National Competitive advantage 

and the use of ICT to obtain a competitive advantage on large stone and marble 

cutting firms in southern West Bank. And research findings were as follow: 
All determinants of the diamond and the use of ICT foster the competitiveness 

of large stone and marble cutting firms in southern West Bank Except rivalry which 

statistically processed data showed that if the level of rivalry increased the level of 

competitive advantage decreases as an inverse relationship. 
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Chapter one: Introduction: 
There has been a realization among economists and others about the 

importance of natural resources in advancing the economic development.' 
Countries richly endowed with natural resources have an advantage over 

countries that are not. 
In an increasingly competitive open world Successful national export 

strategies are based on identifying a country's competitive advantage and 

understanding how to make the most of it. For a country, maintaining 

competitive advantage means managing the system which supports export 

development and measuring performance.4 

Natural resources in the West Bank are scarce. A few exceptions include 

the salts and minerals found in the Dead Sea as well as the abundance of high 

quality marble and stone. Utilization of the latter resource yields 

approximately $500 million per year. 5 So Palestine is a land rich with the 

natural resource of stone and marble. "Palestinian marble and stone come in a 

variety of colors and textures, and are regarded internationally for their 

extremely high quality".6 

1.1. Natural Stone in Palestine: 

1.1.1. Palestine: 

The Palestinian territory of the West Bank and Gaza Strip is located on 

the western edge of the Asian continent and the eastern extremity of the 

Mediterranean Sea. It is small in area covering 6170 square kilometers; 

thereby constituting 23 % of the area of the pre-1948 British Mandate 

Palestine. 

' Ning Ding and Barry C. Field 2004. 
2 

· Suhail S. Sultan, Maastricht 2007. 
Brian Barclay, 2003. 
4 

· Philip Williams, 2003. 
Israeli-Palestine Center for Research and Information (IPCRI), 2009. 
6 · The Palestine National Authority, Ministry of Economy and Trade, 2001. 
Online CIA Factbook. 
8 · Israeli-Palestine Center for Research and Information (IPCRI), 2009. 
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The West Bank is 5,800 square kilometers in area, 130 km long and 

ranges 40 to 65 km in width; it lies between The Palestinian territories 

occupied in 1948 to the West, and Jordan to the east and is divided into three 

main districts with eight sub-districts. These include the northern region, 

which comprises the sub-districts of Jenin, Tulkarem, and Nablus; the central 

region encompassing Jerusalem, Jericho, Ramallah, and the southern region 

comprises Bethlehem and Hebron. 1 
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Figure 1: West Bank and Gaza Map with natural resources. 

'Information Note on the Economy of the Occupied Palestinian Territory (West Bank and Gaza), PNA, 
Ministry of Economy and Trade, 2001. 

2
· Online CIA Factbook. 
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1.1.2. Palestinian Economy: 

In the period since 1994, the Palestinian economy has commenced a 

process of transformation and modernization. A whole process of 

reconstruction and development aimed to upgrade infrastructure and improve 

the efficiency and productivity of the economy made. However, the 

Palestinian economy remains basically based on traditional activities, with 

preponderance of small cottage industries and sole. proprietorship 

undertakings.' 
Palestinian economy's performance indicators in recent years rank it 

within the category of middle-income developing countries. Noting in this 

respect the poor infrastructure, coupled with a still-weak institutional set-up, 

and an underdeveloped industrial base. 2 

The level of industrialization in the West Bank and Gaza was historically 

low, under 10%. Since 1994, available data has re-estimated the annual 

average share of industry in GDP at around 16% in 2000. In addition to the 

significant branch of construction-related industries, the principal industrial 

activities are food processing, stone and marble industry, plastics, soap, 

pharmaceuticals, clothing and shoes. The industrial sector employs 9% of the 

work force in the West Bank. 3 

1.1.3. Stone and marble: 

The West Bank from north to south is very rich with stone raw material 

quarries and stone factories are built very close to these quarries. These 

stones can be used for several purpose especially interior walls and floor 

tiles. The stone and marble industry also produces stones slabs especially 

manufactured for exterior use in different sizes.4 

1. Information Note on the Economy of the Occupied Palestinian Territory (West Bank and Gaza), PNA, 
Ministry of Economy and Trade, 2001. 
Online CIA Factbook. 
3· West Bank and Gaza Investment Climate, unlocking the Potential of the Private Sector, Document of 
the World Bank, 2007. 

Palestinian Marble and Stone Industry, IMC, DATA Research and Studies Co., 2005. 
3 



The colors of the stones vary from white to cream and from red to pink; 
the texture also varies from fine smooth texture to a coarse open one. It also 

can be finished, polished, honed, sandblasted, bush hammered, and flamed. 

The type of stone is known by its location, while quality is defined by its 

source.1 

1.1.4. Stone and marble industry structure; 

Most of Palestinian stone factories are family owned businesses and most 

of the time they owned and managed by one person. This is one weakness the 

sector is suffering from. Also, the sectors capital investment is largely self 

financed and banking loans provide less than 10% of the financing required 

with minimal foreign direct investment in the sector this is putting a high 

level of burden on the factory and quarry owners and large margin of risk 

under volatile political situation. Also, leading stone and marble exporting 

comparues are investing in having their representative offices across 

worldwide. Investments are made to create distribution channels for 

exporting companies around the world. 2 

Stone and marble industry is suffering from many problems the most 

important are: There are no defined specifications based on scientific tests. 3 

And there is lack of the existence of scientific and geological studies which 

help in future planning and in efficient use of raw materials. 4 

There are over 250 quarries distributed through the West Bank mostly 

concentrated in lime stone rich hills of Hebron and Bethlehem (Southern 

West Bank).5 All data shows the concentration of stone and marble industry 

firms in Hebron and Bethlehem cities. While there are five major areas of 

which stones are quarried. In order of quality, they are: 

1. Sector Report: Stone and Marble in West Bank/Gaza, USAID, MASSAR Associates, 2002. 
Israeli-Palestine Center for Research and Information (IPCRI), 2009. 
• Sector Report: Stone and Marble in West Bank/Gaza, USAID, MASSAR Associates, 2002. 
Palestinian Marble and Stone Industry, IMC, DATA Research and Studies Co., 2005. 
Previous resource. 
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Sorting Area '· . Properties 
I '. 1 ,. - ,. 

Free of cracks, good color and 
1. Yata (Hebron) 

uniformity of texture. 

2. Jammaeen (Nables) 
Almost have the same priorities 

as the yata stone. 

Have no splits, hard quality 

3. Bani Neim (Hebron) which affects the sawing blades 

adversely. 

Hard quality, different colors 
4. Kabatia (Jenien) 

(mostly beige). 

5. Al-Sheikhs (Bethlehem) 
Almost have the same proprieties 

as the Kabatia stone. 

Table 1: Major areas of quarrying in West Bank, in order of quality 

And the following table shows the concentration of cutting & shaping 

facilities and quarries across West Bank cities as follow: 1 

; + 5. 

Location 
4 y' , 

·,\ 

3 .8 

No. of Cutting & 
V V"° No.of Quarries 

Shaping Facilities ' 
'sy g, «' · I • at oy 8,% 

Hebron 

Bethlehem 

Ramallah 

Nablus 

Jenin 

Tulkarem 

Qalqilia 

Salfeet 

Jericho 

Total 

175-180 125-135 

205-215 30-35 

55 15-20 

55-65 20-25 

75-80 30-35 

10 2-5 

7-10 0 

5-10 0 

2 0 

589-627 222-255 

Table 2: Estimated Number of Operating Stone-Cutting Firms and Quarries by Location 

1. Sector Report: Stone and Marble in West Bank/Gaza, USAID, MASSAR Associates, 2002. 
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1.1.5. Historical Background: 

The industry of stone and marble in Palestine is considered one of the 

main sectors in the Palestinian economy. Historically stone and marble 

industry is known to be owned and managed by family members and 

continues to be inherited by generations to come. However the structure of 

this industry is very centralized and lacks a clear mission, vision and 

strategy.1 

1.1.6. Current Situation: 

Stone and marble sector is considered to be one of the most significant 

and most active industries in Palestine. This sector is distinguished for having 

the largest percentage of employment of the Palestinian labor force with 

more than 20,000 workers engaged in this sector by 2008.2 

Palestinian stone and marble production estimates on the international 

level is not consistent, but there is consensus on the fact that the contribution 

of Palestinian stone and marble sector is significant. According to the 

"Marble Stat" book, Palestine is the 12° largest stone producer in the world. 
Palestinian stone and marble production constitutes around 4% of world 

production and less than 2% of world production value. It represents one 

third of Turkey's output and half that of Germany's. The sector contributes 

4% to the Palestinian Gross National Product (GNP) and 5% to its Gross 

Domestic Product (GDP).This is remarkable considering the small size of the 

Palestinian territories. ®© 

Palestinian Marble and Stone Industry, IMC, DATA Research and Studies Co., 2005. 
2· According to meeting with Wisam Al-Taraweh (USM), April-2009. 
Palestinian Marble and Stone Industry, IMC, DATA Research and Studies Co., 2005. 
Israeli-Palestine Center for Research and Information (IPCRI), 2009. 
Sector Report: Stone and Marble in West Bank/Gaza, USAID, MASSAR Associates, 2002. 
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1.1. 7. Distribution of Palestinian Production: 

Ministry of economy estimates the percentages of stone and marble sales 

as follow: 

50% of sales to the local Palestinian market (48% West Bank, 2% Gaza). 

49% is exported to Israeli market. 

1 % to Arab and international countries. 1 

Taking into account that a large percent of stone and marble exported to 
Israeli market is being exported again to international market. But there is no 
clear statistics of these activities. Israeli companies have traditionally 

purchased blocks from the West Bank, processed them into stone products in 

Israel, and exported them all over the world. 2 

1% Arab & 
international countries. 

49% Israeli market. 

48% West Bank 

2% Gaza 

Figure 2: Distribution of Palestinian production. 

Distribution has many forms; direct contact between the manufactures 

and end users is considered one of the main distributing channels locally. The 

decision maker regarding the quality and the color of the stone product is 

mainly the owner himself and is supported with engineers in case of villas 

and commercial buildings. 3 

Palestinian Marble and Stone Industry, IMC, DATA Research and Studies Co., 2005. 
Sector Report: Stone and Marble in West Bank/Gaza, USAID, MASSAR Associates, 2002. 
The Palestine National Authority, Ministry of Economy and Trade, 2001. 

7 



On the other hand, direct communication within the international market 

between the end users and the manufactures is almost impossible due to the 

sophistication of the international market.' 
Wholesalers, retailers and distributing agents are main links within the 

marketing chain of the stone and marble industry that supply the end users 

who's guided and supported by engineers, interior designers and architects. 

The following figure flow chart (1.3) illustrates the way products flows from 

the manufactures to the end users and the decision makers in the chain.2 

Quarry \ Primary Processor I 

Processor\ Fabricator 
I 

Architects Interior Designers 

I 
Contractors Installers Distributors 

End Users 

Figure 3: Palestinian products flow to the End User. 

1. National report of Palestine, MED BEST, Ramallah, 2004. 
Palestinian Marble and Stone Industry, IMC, DATA Research and Studies Co., 2005. 
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1.1.8. Sales and Market Share: 

The total value of the annual sales in 2001 of Palestinian stone was 

estimated at$ 600 million; $ 150 million in the local market, $ 360 million in 

Israel, and $ 90 million in export markets. The market share of imported 

stone (marble and granite) is estimated at 13% of total quantity; an equivalent 
of 25% of total dollar value. These numbers indicate important issues: first, 

the market size of the West Bank and Gaza is large. Second, the market share 

of imported stone (marble and granite) is significant and its value is double 

that of the same quantity of local stone. 1 

Polished stone constitutes approximately 38% of total Palestinian sales. 

Of this, 82% is sold to the Israeli market. The consumption of polished stone 

in the West Bank and Gaza markets does not exceed 11 % of the total, 

suggesting that imported marble is performing better in the Palestinian 

market. Rough stone ranks second in terms of sales performance and 

accounts for 31 % of total sales. Similarly, the majority of sales go to Israel 

(74%), but more is sold on the Palestinian market (22%) when compared to 

polished stone. Light chiseled stone ranks third and captures 10% of total 

sales. In contrast to polished and rough stone, this stone is widely sold in the 

West Bank (65%) and 33% of total sales are directed to the Israeli market. 

Other stone, such as bush stone (hammered), is popular in the Israeli market, 

comprising 67% of sales.2 

Polished Stone Rough Stone 

I Stone types Production j 

Light chiseled stone 

Figure 4: Distribution of the main types of Palestinian production 

1. Investment Guide to Palestine, Private Sector Development Program, GTZ, 2007. 
2· West Bank and Gaza Investment Climate, unlocking the Potential of the Private Sector, Document of 
the World Bank, 2007. 
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1.1.9. Foreign Trade: 

The limited size of the Palestinian economy, combined with the lack of 

natural resources, suggests that foreign trade has a large potential to promote 

economic growth in the West Bank and Gaza Strip. As a result of the scarcity 

of domestic natural resources, it is required to increase the efficiency of 

imports as well as exports in order to maximize the benefits of larger trade 

flows. So far, Israeli occupation policies, including its control over 
Palestinian borders have stifled the development of Palestinian foreign trade. 

Exports and imports were particularly hard hit by the outbreak of the 

Intifada in 2000 and the ensuing closures. Between 1999 and 2002, exports 
and imports of goods and services declined by 60% and 47% respectively. 

Palestinian exports decreased from $763 million in 1999 to $306 million in 

2002, while imports dropped from $3,712 million to $1,977 million.1 

The World Bank identifies three reasons for the reduction in exports: 

increased transportation costs resulting from closures, making Palestinian 

products less competitive; foreign purchasers switch to more reliable sources 

of supply due to production and shipping interruptions; and Palestinian 

producers shifting towards domestic markets. Turning this negative trend 

around, trade indicators have recovered considerably since 2002.° 
Preliminary data for 2004 from the Palestinian Central Bureau of 

Statistics indicate that total Palestinian exports reached $407 million, with 

goods accounting for 88% and services for 12%.° 
The latest available data on the commodity structure of Palestinian trade 

show that the three most important groups of imports are mineral fuels etc. 

(petroleum, electricity and gas), food and live animals, and manufactured 

goods. Together they made up about 70% of Palestinian imports in 2002. As 

for Palestinian exports in the same year, manufactured goods, especially 

1. Investment Guide to Palestine, Private Sector Development Program, GTZ, 2007 
Information Note on the Economy of the Occupied Palestinian Territory (West Bank and Gaza), PNA, 
Ministry of Economy and Trade, 2001. 

3· West Bank and Gaza Investment Climate, unlocking the Potential of the Private Sector, Document of 
the World Bank, 2007. 
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stone and marble, accounted for 39%. Miscellaneous manufactured articles 

and food and live animals rank second and third with 21 % and 11 % 
' 

respectively. Israel is the main trading partner of the Palestinians. Trade with 

Israel made up 67% of total Palestinian exports and import in 2004. 

Palestinian net imports from Israel represent two thirds of the total trade 

deficit of the PA, which exceeds 60% of GDP.' 

4000 

3500 
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«.% 
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0 - 1500 = 

1000 
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0 1 l 

-- Imports 
Exports 

1999 2000 2001 2002 2003 2004 

Year 

Figure 5: Palestinian Exports and Imports 1997- 2004 

Palestinian authority has signed vanous trade treaties with other 

countries, including the European Union (EU), EFTA, USA, Canada, Jordan 
and Egypt. 2 These agreements open a wide door to the Palestinian industry to 

compete in these countries: 

'.Israeli-Palestine Center for Research and Information (IPCRI), 2009. 
2• Investment Guide to Palestine, Private Sector Development Program, GTZ, 2007. 
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Party Year Nature of 
agreement Exportation Importation 

Jordan 1995 Commercial 
agreement 

Exemption for products 
specified in a list in the 
agreement providing 
that this list shall be 
progressively enlarged 

Exemption for the 
mentioned products 
in lists Al .A2.B 
providing that these 
lists shall be 
progressively 
enlarged 

Palestinian 
United 
States 

1996 

Agreement by 
virtue of an 
American 
presidential 
resolution 

Total exemption of A total exemption of 
Customs for the customs for the 
Palestinian products American products 

to the Palestinian 
regions 

European 
Union 1997 

A temporary 
agreement for 
Trade and 
Cooperation 

Exemption for most of 
industrial products and 
a preferential treatment 
for some agricultural 
and industrialized 
agricultural products 

Exemption for most 
of 
industrial products 
and a preferential 
treatment for some 
agricultural and 
industrialized 
agricultural products 

Egypt 1998 Commercial 
agreement 

Exemption of customs 
for certain products 

Exemption of 
customs for certain 
products 

Canada 1999 
Free trade 
agreement 

Exemption of customs 
for industrial products 
and dealing with parts 
system as to agricultural 
and industrialized 
agricultural products 

Exemption of 
customs for 
industrial products 
and dealing with 
parts system as to 
agricultural and 
industrialized 
agricultural products 

EFTA 1999 
Temporary 
free trade 
agreement 

Exemption of customs 
for most industrial 
products and a 
preferential different 
treatment of agricultural 
and industrialized 
agricultural products 

Exemption of 
customs for most 
industrial products 
and a preferential 
different 
treatment of 
agricultural and 
industrialized 
agricultural products 

Russia 1999 
Commercial 
cooperation 
agreement 

Exemption of customs 
for the specified 
products, MFN 

Exemption of 
customs for the 
specified products, 
MFN 

Table 3: Commercial agreements between Palestine and the world: 

12 



1.2. Research Problem: 

"Natural resources are an important source of national wealth around the 
world" 

1 
and any nation should work on utilization of its natural resources to 

accelerate economic development. Palestinian stone and marble industry in 
southern West Bank is having some capabilities to compete globally but 
these capabilities are not used effectively to enhance growth of the industry. 2 

Natural resource of stone and marble alongside the high-tech machinery 
and professional labor and also investment in this industry are important. But 
the weakness of this industry is the lack of strategic thinking and plans, and 
the lack of competitiveness concept and strategies. 3 

Research team choose to implement this research on the southern West 
Bank because it has the highest concentration of stone cutting establishment 
especially in Bethlehem, near the lowest cost and richest quarries, and due to 
specialization of this area in the best quality products.4 

Research team will study the Competitive Advantage of large stone and 
marble cutting firms in south of West Bank to satisfy the need of improving 
and enhancing this national industry. And this will be a modest effort to add a 
value to this industry and Palestinian community. 

The definition of large firms is different from one nation to another, from 
one country to another depending on economic growth, labor force, and on 
size and dominates of industries. 

Research team is strive for meeting with people who are experts in stone 
and marble industry, Mr.Mohamad sharea setting three criteria which can 
define and determine which one is large stone and marble cutting firms, these 
criteria are as follows: 

Availability at least two Slab Cutting machine (Gang SawNertical Or 
Horizontal Cutters), dominate or acquire the firms for secure natural stone 
resources such as( KK), and the last criterion is avaliabity or hiring 
20employees at least at each firm. 

Research team presented these three criteria on another specialist expert 
Mr.Jawad .Sayyed. and he agree and accept about these criteria are required 
to each stone and marble cutting firms to be as large firms in stone and 

marble industry. 

1. Suhail S. Sultan, Maastricht 2007. . 
Sector Report: Stone and Marble in West Bank/Gaza, USAID, MASSAR Associates, 2002. 
Israeli-Palestine Center for Research and Information (IPCRI), 2009. 
Palestinian Marble and Stone Industry, IMC, DATA Research and Studies Co., 2005. 

13 



1.3. Research Objectives: 

The main objective of the research presented in this dissertation is to 

investigate factors of competitive advantage for large cutting firms working 

the natural stone in southern West Bank Factors are determined from 
' 

Porter's diamond (1990), in addition to the use of Information 

communication technology (ICT) as driver of Competitive Advantage. 

This research will assess availability and level of: 

1. Factor conditions. 

2. Demand conditions. 

3. Related and supporting industries. 

4. Firm strategy, structure and rivalry. 

5. The use of Information communication technology (ICT) as a 

source of competitive advantage. 

1 .4. Research Questions: 
RQl: To what extent Porter's diamond model facets can create a 

competitive advantage for stone and marble cutting firms in 

southern West Bank? 

RQ2: To what extent different scenarios of the generic strategies affect 

the competitiveness of stone and marble cutting firms in southern 

West Bank? 

RQ3: To what extent ICT acts as a source of competitive advantage for 

stone and marble cutting firms in southern West Bank? 

14 



1.5. Research Hypothesis: 

The main hypothesis of this research can be defined as follow: 

1. RHO: There is no significant relationship between Porter's diamond facets 

and the competitiveness of stone and marble cutting firms in southern 
West Bank. 

And this main hypothesis covers 5 sub-hypothesis as follow: 

1.1. There is no significant relationship between factor conditions and the 

competitiveness of stone and marble cutting firms in southern West 

Bank. 

1.2. There is no significant relationship between demand conditions and 

the competitiveness of stone and marble cutting firms in southern 

West Bank. 

1.3. There is no significant relationship between related & supporting 

industries and the competitiveness of stone and marble cutting firms 

in southern West Bank. 

1 .4. There is no significant relationship between firm's structure and 

rivalry and the competitiveness of stone and marble cutting firms in 

southern West Bank. 

1.5. There is no significant relationship between firm's strategy and the 

competitiveness of stone and marble cutting firms in southern West 

Bank. 
2. RHO: There is no significant relationship between the ICT and the 

competitive advantage of stone and marble cutting firms in southern West 

Bank. 

15 



1.6. Methodology/ Approach: 

Literature from the fields of Competitive Advantage of Nations, ICT, 

Five Forces and Generic Strategies are reviewed in order to develop and test 

the hypothesis. An academic and business literature and other appropriate 

literature sources search were conducted. As part of the work, books, journal 

articles, catalogues, Internet sites, chambers of commerce surveys and 

professional association surveys have been used. 

Background information is presented to highlight an overview of Stone & 

Marble cutting firms, Stone &Marble industry and its contribution in 

developing Palestinian economy, and methods of improving its 

competitiveness. 

Based on the previous studies, the research develops an understanding of 

how the competitive advantage of a given industry is obtained in business 

environments. 

The research presents and reports the result of a questionnaire for large 

cutting stone marble firms, and effective framework for achieving such 

values of competitive advantage in stone and marble cutting sector. 

A combination of quantitative and qualitative methods is used in the 

research to collect and analyze the feedback. The main tool of the research is 

the qualitative questionnaire and its analysis. Although Semi structured 

meetings used to collect data. 
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1. 7. Research Model: 

Related & 
Supporting 
Industries 

Demand 
Conditions 

Generic 
Strategies 

Finns Strategy, 
l}] SfT[CTI¢, 

Rivalry 
Five Forces 

Five Forces 

Factor 
Conditions 

Basic Factors 

Advanced 
Factors 

ICT 

Figure 6: Research Model. 

This model summarizes the relationship between the research variables, 

and it combines Porter's diamond of competitive advantage with other related 

fields of study. 
Availability and employing of these variables could drive a given 

industry to gain a competitive advantage in business environment. The 

competitive advantage could be measured by a management tool called the 

Balanced Score Card. 
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1.8. Limitations and obstacles: 

1. Information about the Palestinian stone and marble industry in recent 

years is not well documented, the available information was from 

2000 - 2003 only, and we have no information about subsequent 
period. 

2. The difficulties in arrangement and coordination for some meetings 

with specific interesting people related to stone and marble industry. 

3. The difficulties in dealing with the stone and marble cutting firms due 

to the beliefs of some firms managers about present or expression of 

information, they beliefs it's secure and cannot be released to any 

external party even the academic researchers them selfs. 

4. There is a lack of documentation and informality of business in large 

Stone arid Marble cutting firms in southern west bank. 
5. The difficulties in determining the name and accurate numbers of 

large Stone & Marble cutting firms in south of West Bank. 

6. The study focuses on one specific sector in southern west bank. 

Therefore, there are some limitations in generalizing the conclusions 

of the study. 

1.9. Overview of the Dissertation: 

The dissertation consists of three chapters. 
Chapter one presents the introductory part of the research where the 

background, past and current status of the natural stone in south of west bank 

is presented. 
The industry of stone and marble in Palestine is considered one of the 

main sectors in the Palestinian economy. Historically stone and marble 

industry is known to be owned and managed by family members and 

continues to be inherited by generations to come. The stone and marble from 

holly land "Jerusalem stone" is having important reputation around the 
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world. But how the competitive advantage of stone and marble cutting firms 
could be measured? 

In addition, the research problem, objective, questions, hypotheses and 
methodology are described. 

Chapter two presents the literature review of competitive advantage 

theories specially "porter" competitive advantage of nations, ICT and its role 

in the competitive advantage for large stone and marble cutting firms. and the 

challenges of using the ICT by these firms. 

Chapter three discusses the findings and results of statically processing 

and recommendations. 
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Chapter Two: Literature Review: 

This chapter covers the theoretical framework of the main area of 

research: Section 2.1. Covers stone and me rble id str While :ti: 2.2 · ar e in {us ry. e sec 10n . . 
Discuses the theories of competitive advantage and Porter's theory of national 

competitive advantage and. section 2.3. Discusses the role of ICT as a source 
of competitive advantage. 

2.1. Natural Stone and Marble: 

Natural stone is the oldest construction material used by man from 

ancient times until today, 1 it could be said that "Ever since human life came 

into existence, natural stones are being used".° And natural stones are an 

integral part of the human history in terms of ornamental and construction 

use.3 

Stone and marble quarrying and processing industries belong to the 

oldest industries of the world. The Ancient Egyptians, 5000 years ago, 

knew 40 different types of ornamental stones and worked chiefly with granite 

and some types of marble such as Alabaster. Some historians assert that the 

Greek and the Romans acquired the skills of quarrying and processing 

marble from the Ancient Egyptians. For over a thousand years now. ° 
The most commonly used term in the natural stone sector is marble. In 

the commercial sense, the term marble is applied to material of whatever type 

of origin (sediment, magmatic or metamorphic) which can provide blocks 

consistent with accepted standards and, when cut and polished, display 

characteristics compatible with the criteria for facing.
6 

All natural stones including marble, granite and slate, which can be 

cut to sizes, polished and used for construction purposes, are referred to 

Natural Stones, Export Promotion Center of Turkey, 2009 
K Vi: idra Si 2h. Pr ·ide it of Stone Industries & Mining Development Society, Jodhpur - India, · 1ren a mg , res1 en 

",,, «» study- Marble Processing -Rawalpindi/fslama.bad- SMEDA, 2009. 
uster hiagnostic 1y- rt in :k li Ch · · fth Marble Industry in Egypt, Azza I. Kandil & Tare H. Selim. aractensttcs o e O , 

Natural Stones, Export Promotion Center of Turkey, 2009. 
Suhail S. Sultan, Maastricht 2007. 
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as dimensional stones Dim • 1 · iensiona, stones are produced in more than 42 
countries of the world whil 12 e of these producers are dominant in the 
international market th 5 E ey are uropean countries and 5 from Asia and 2 
from Americas. ', detailed in table (2.1), 

2.1.1. Leading Stone producers World Wide: 

Economic activity 

in stone and marble 

industry developed for 

the first time with the 

invention of 

gunpowder and the use 

of mechanical cutting. 3 

gggpg,» 
tr • 

's a ···1 . 
j 

-4 
&\5%,» 

u:·_____ .... ----~ _:_. --~· _J 
Figure 7: the oldest stone mechanical cutting machine.4 

At the beginning of the 19th century, the production and trade in natural 

stone began to spread from Europe to other countries. In 1926, 1.5 million 

tons of stone were produced in a total of 42 countries. Almost ( 40%) of the 

total was produced in Italy,° the economic activity of a city like Carrara in 

Italy has been relying on and revolving mainly around marble.6 Almost 

(50%) of the annual global production of natural stone blocks consists of 
marble and other colored stones, ( 40%) of granite and other hard stones, and 

(10%) of travertine and onyxes.7 The share of the 12 dominants producers of 

world production of stone and marble where in this respect by 2005: 

1. Cluster Diagnostic Study- Marble Processing -Rawalpindi/Islamabad- ~MEDA, 2009. 
Palestinian Marble and Stone Industry, IMC, DATA Research and Studies Co., 2005. 
3· Characteristics of the Marble Industry in Egypt, Azza I. Kandil & Tarek H. Selim. 
Building and Roofing Stone, British Geological Survey, Mineral Profile, 2005. 
Suhail S. Sultan, Maastricht 2007. : Char · · fth M: ·ble Industry in Egypt Azza I. Kandil & Tarek H. Selim. acteristics o; e .ar' - " Natural Stones, Tulay Uyanik, Export Promotion Center of Turkey, 2009. 
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] Sorting Country Tons*l000 
1. Italy % 
2. China 

8800 12,9 

3. Iran 
8200 12,0 

4. Spain 
7500 11,0 
7300 

5. Brazil 5500 
10,7 

6. India 
8,1 

7. Turkey 
5400 7,9 
2800 4,1 

8. Portugal 
9. Greece 

2500 3,7 
2100 3,1 

10. France 1800 2,6 
11. USA 
12. 

1800 2,6 
Palestine 1250 1,8 

13. South Korea 1000 1,5 
14. Belgium 750 1,1 
15. Russia 700 1,0 
16. Indonesia 650 1,0 
17. Canada 550 0,8 
18. Ukraine 550 0,8 
19. Mexico 530 0,8 
20. Egypt 440 0,6 
21. Norway 440 0,6 

Table 4: Leading stone producers World Wide: 
Table ( 4) shows the distribution of the world natural stone production in 

2005 based on colors: 

Ratin: ·4 g 
Color ©,, Million 

tons) 
Million 

meter s uare 
1. Gray 43.1 17.1 317 
2. Beige 13.8 5.5 102 
3. White 9.7 3.8 72 
4. Pink 6.8 2.7 50 
5. Yellow 5.2 2 38 
6. Red 64.2 1.7 31 
7. Brown 4.1 1.6 30 
8. Black 2 0.8 15 

9. Green 1.5 0.6 11 

10. Blue 1 0.4 7 
11. Other 8.6 3.4 63 

Total 100 24.5 736 
Table 5: World Stone Production with Respect to Colors. 

Stone was formed from different types of natural minerals. Marble's main 

consistency is calcium. Calcium carbonate is the natural source that bonds the 

stone. Certain additive minerals blended into during formation to customize 
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these brilliant colors. The additive . . · minerals are also color developers present 
in granite and other natural stones.1,2 

Stone Color Mineral 
Black Biotite, Hornblende, Carbon 
Brown Limonite 
Gray Variety of minerals 
Green Mica, Chloride, Silicate 
Red Hematite 

White Feldspar, Calcite, Dolomite 
Yellow Limonite 

Table 6: Stone colors According to the minerals. 

2.1.2. Process Flow: 

Traditionally building stones are quarried or mined without the use of 

blasting techniques, which could have serious detrimental effects on the 

structure of the softer stone varieties. The quarry face is initially opened up 

by exploiting naturally occurring lines of weakness in the rocks provided by 

joints and/ or bedding planes. The large blocks produced are then reduced in 

size by drilling and splitting using iron wedges (plug and feathers) or by 

diamond saw techniques.3 

Technological advances in the last seventy years has increased the world 

production and consumption of dimensional stones to 150 million tons by 

2004 while, consumption came to about 8.8 billion square feet (820 million 

square meters), generating overall turnover of $40 billion.
4 
Nowadays The 

main processing activities of stone that conducted on the following: 

I. L.I. Modem Marble, Inc. Fabrication & Installation, www.modernrnarble.net 
2· Natural Stones, Tulay Uyanik, Export Promotion Center of Turkey, 2009. 
Building and Roofing Stone, British Geological Survey, Mineral Profile, 2005. ,,,, 
4 f £Ce Tommy Jansson, Technopolis Group for European Commission. 
'Andalusian Stone Technology entre, ' 23 



y Processes 

1. Squaring of 
Large Stones 

Machinery Process Description 
Large Stones with 

irregular shape are squared or 
at least one side is leveled so 

Squaring Machines that the stone can be placed in 
a proper manner on Gang saws 
and maximum square feet of 
processable stone can be 
retrieved. 

2. Slab Cutting 
Gang SawNertical 

Or 
Horizontal Cutters 

In this process squared/ 
unsquared stone is cut into 
large slabs, which are defined 
as large on the basis of their 
length and/or width and/or 
height. 

3. Sizing and 
Cutting into 
Slabs/Tiles 

Single Cutter 
12' to 36' 

The large slabs are then 
dissected into saleable sizes ' which can be in the form of 
slabs, tiles and etc. 

4. Profiling, 
Edging, 
chamfering and 
calibrating 

Auto Line 

This is the first finishing 
process for the marble or stone 
tile/slabs. Edges are 
smoothened and tiles/slabs are 
chamfered and calibrated. 

5. Polishing 
Manual/ 

Auto-polisher 

Polishing is done to give 
an attractive look to the 
products. 

Table 7: Process Flow: 1 

' Cluster Diagnostic Study - Marble Processing -Rawalpindi/Islamabad- SMEDA, 2009. 
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2.1.3. Stone Main Uses: 

Today natural stone and stone products are used by the different end­ 

users. The main end-users of stone processing industry are the building 

industry and the consumer market. The main uses of natural stone are tiles for 

floors and paving, special works such as balustrades, columns, fireplaces, 

fountains, grave stones, structural works like sets and curb stones, internal & 

external wall cladding and stairs/steps.'° Table below shows the percentage 
of each end-users use of stone. 

Main uses of Natural Stone s r % of Total 
Flooring 37.0% 
Exterior cladding 10.0% 

Interior cladding 10.0% 

Stairs 3.5% 

Special works 12.0% 

Structural works 10.0% 

Funeral art 15.0% 

Others uses 2.5% 

Total 100.0% 

Table 8: Natural Stone- Main uses. 

. Az I. Kandil & Tarek H. Selim. d stry in Egypt, :za . 
' Characteristics of the Marble Indu ,,motion Center of Turkey, 2009. 2. U imnik, Export 'ro Natural Stones, Tulay ya 25 



2.1.4. Stone and Marble Int . ernational Market: 
The majority of world consumpti . 

i% diffe,:, 9pion comes from material that is quarried 
in hterent countries than those : : 

· where it is eventually installed. The leading 
producers - China, India Ital S . . ' Y, pam and Portugal - account for 53% of 
world quarrymg production. While I 1 . . . . ta Y, China and Spam are the major 
players 111 the mtemational mark t d e an exported more than 55% of the 
dimensional stone's products (blo ks . c and processed) by value. Other major 
exporters include Brazil, S; Idi s ·pain, India, Turkey and Portugal.' The following 
table shows the leading countrie · · S In exporting stone and marble in order of its 
exports Values in $ 1,000. 

2003: 2004 

World 5,655,417 5,776,917 6,218,024 7,829,163 8,677,536 

Italy 1,899,869 1,793,676 1,763,925 1,945,361 2,146,577 

China 764,951 896,374 1,082,548 1,330,279 1,629,164 

Spain 768,196 789,277 852,167 991,594 1,087,715 

India 499,633 478,898 582,695 667,214 741,811 

Brazil 263,103 273,093 331,273 421,287 589,148 
Table 9: Stone and marble top exporters, export values in $ 1,000. 

It is noticed that the unvalued added products (marble and granite blocks 

and slabs) represent the major proportion of the world import and export.
2 
in 

case of marble, 53% is exported directly from the mines, while other 47% 

includes 45% of indoor and outdoor floorings and stairs and 55% in 

handicrafts and other construction materials. Major importers of Marble & 

Granite products (processed and unprocessed) are China, Italy, Germany, 

USA, Spain, Japan, and more than 40% of the products are directed toward 

these countries. 3 

' Cluster Diagnostic Study- Marble Processing -Rawalpindi/Islamabad- SMEDA, 2009. 
Suhail S. Sultan. Maastricht 2007. . fo Eu C ·.2 "And s%. 5lo ·Cetre Tommy Jansson, Technopolis Group for /suropean +.ommiss1on. 

dalusian Stone Technology Centre, 
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Table below highlights the main countries rated in respect of its 

consumption of stone and marble (processed and unprocessed) these data are 
in 2005: 

Countries i Quantities Shares sq mt x 100 %l ' " % I' 

China 61.310 10.3% 5,4 
Italy 58.130 9.8% 101,1 

Germany 43.920 7.4% 53,5 
United States 41.920 7.0% 15,7 

Spain 39.330 6.6% 100,1 
Japan 33.360 5.6% 26,5 
India 26.880 4.5% 2,9 
France 24.510 4.1% 42,3 

Greece 15.120 2.5% 146,8 

Saudi Arabia 13.890 2.3% 72,7 

Turkey 9.270 1.6% 14,6 
Table lO: World Consumption Distribution. 
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2.2. Competitive Advantage as a Conceptual F 
a ramework: 

"Competitive advantage is a c 
. · oncept that often inspires strategists in a 

fonn of idol worship - a desire to • . 
nrutate the strategies that make the most 

successful companies successful" 1 

Competitive advantage has b d fi . cen e ined in many different ways. For 
instance, Porter (1985) defined it as the "valu fi . bl fi . ea irmis a, .e to create or 1ts 

buyers that exceeds the firm's cost of creating it". 2 Another definition 

suggests that competitive advantage "seeks to identify particular properties of 

individual product markets which will give the firm a strong competitive 
position". 3 

Competitiveness can be defined at the firm level, the industry level, and 

the national level. Measures of the competitiveness at the firm level include 

firm's profitability, firm's exports, and market share.4 Competitive advantage 

of firms arises from the differential among them along any dimension of firm 

attributes and characteristics that allows one firm to better create customer 

value than do others. 5 

At the industry level, competitiveness is the ability of the nation's firms 

to achieve sustained success versus foreign competitors, without protection or 

subsidies. Measures of competitiveness at the industry level include the 

overall profitability of the nation's firms in the industrial sector, the 

industry's trade balance, the balance of outbound and inbound foreign direct 

investment and direct measures of cost and quality at industry level. 
6 

9 

At the national level, competitiveness means the citizens' ability to 

achieve a high, and constantly rising, standard of living. In most countries, 

the standard of living is determined by productivity, which deploys national 

d th tp t Of the economy per unit of labor and/or capital resources an e ou u 
employed. A high and rising standard of living for all nationals can be 

1 . . d ta e Clayton M. Christensen, 2001. 
' The Past and Future of Competitive Ada\&,,enor Performance, Michael E. Porter, 1985. 
Competitive Strategy, Creating and Sustaining p 
Ansoff, 1965. 
JMOP 2003. . Ind ·tries and Competitors, Michael E. Porter, 1980. 
s. : fo Analyzing tus Competitive Strategy, Techniques 10r_., {je Competitiveness Challenge. 
Jordan's Competitiveness Book, Confronting 28 



sustained only by the continuous i 
. . . mprovement of productivity, either through 

achieving higher productivity i · · . n existing businesses or through successful 
entry into higher productivity businesses. 1 

2.2.1. Theories of Competitive Advantage: 

Strategic managers and resea h · · re ers attempt to explain the sustamed 
· f .2 supenor per ormance of firms . The leading hypothesis is that sustained 

superior performance arises from sustainable competitive advantages. 3 

Strategic managers and researchers have long been interested in 

understanding of competitive advantage for firms;" so various theoretical 
frameworks and perspectives have been advanced that attempt to explain 

competitive advantage due to its importance to the long-term success of 
5 firms. 

The concept of competitive advantage is not new in the strategic 

management literature. In 193 7, Alderson hinted at basics of competitive 

advantage, that a fundamental aspect of competitive adaptation is the 

specialization of suppliers to meet variations in buyer demand. 6 Alderson 

(1965) was one of the first to recognize that firms should strive for unique 

characteristics in order to distinguish themselves from competitors in the eyes 

of the consumer. Later Hall (1980) and Henderson (1983) highlighted the 

need for firms to possess unique advantages in relation to competitors if they 

want to survive. These arguments form, the basis for achieving competitive 

advantage. 7 

In this respect Strategic managers and researchers have viewed precisely 

opposite factors to be sources of competitive advantage at different points in 

1. The previous source. 
2· Ru-melt Schendel and Teece, 1994. 
Barney, 1997; Grant, 1998; Roberts, 199°-,,,, Barey, The Academy of Management Executive, 
Looking inside for Competitive Advantage, Jay >. ' 

}993. . dvantage, Hao Ma Bryant College, 1990. 
Creation and preemption for competitive a0., Advantage" Concept: Past, Present, and Future, 
" An Examination of the "Sustainable Competitive 

: Ur ity of Alabama Nicole P. Hoffman, The JnrverstF3, ge, Clayton M. Christensen, 2001. The Past and Future of Competitive A vantag ' 
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the histories of a number of ind · 1 • 
ustries. So m order to understand the 

historical development of the com .. 
· ipetitive advantage concept we will review 

the most important theories discussed the competitive advantage and its 
sources: 

Table 11 · Theorie f c sot Competitive Advantage: 

Main Contributions 4 

Alderson 

(1965) 

The Search for 

Differential 

Advantage 

' 

Precursor to SCA; proposes three bases for 
differential advantage: technological, legal, 

and geographical; four strategies for achieving 

differential advantage: segmentation, selective 

appeals, transvection, and differentiation. 

Hall 

(1980) 

Survival Strategies 

in a Hostile 

Environment 

Successful companies will achieve either the 

lowest cost or most differentiated position. 

Henderson 

(1983) 

The Anatomy of 

Competition 

Continues discussion of those unique 

advantage(s) of one firm over competitors; 

those who can adapt best or fastest gain an 

advantage over competitors. 

Porter 

(1985) 

Competitive 

Advantage: 

Creating and 

Sustaining Superior 

Performance 

Introduces idea of the "value chain" as the 

basic tool for analyzing the sources of CA. 

Coyne 

(1986) 

Sustainable 
Competitive Explanation of the conditions needed for an 

Advantage: What It SCA to exist; idea of capability gaps. 

Is, What It Isn't 

. . 1 p spective, P.Ghemawat, Business History Review, 1 . inHistorical 'ers 3 · Competition and Business Strategy 1 
2002. 30 



Ghemawat 

(1986) 
Sustainable 

Advantage 

Discussion of those advantages that tend to be 

sustainable: size in the targeted market, 
SU . penor access to resources or customers, and 

restrictions on competitors' options. 

Day& 

wensley 

(1998) 

Assessing 
Advantage: A 
Framework for 
Diagnosing 

Competitive 
Superiority 

Potential sources of advantage are superior 

skills and superior resources; in assessing 

ways to achieve SCA, both competitor and 

customer perspectives should be considered. 

Dierickx 

&Cool 

(1989) 

Asset Stock 

Accumulation 

& Sustainability 

of Competitive 

Advantage 

Sustainability of a firm's asset position is based 

on how easily assets can be substituted or 

imitated. 

Hamel & 

Prahalad 

(1989) 

Strategic Intent 

A firm should not search for an SCA, it should 

learn how to create new advantages to achieve 

global leadership. 

Porter 

(1990) 

Competitive 

Advantage of 

Nations 

Introduced the Diamond of National 

Advantage which contains four broad 

attributes of a nation, attributes that assessed 

individually and as a system that affect the 

competitiveness of the playing field that each 

nation establishes and operates for its 

industries. These attributes are: Factor 

conditions, Demand conditions, Related and 

supporting industries, Firm strategy, structure, 

and rivalry 

Prahalad 

& Hamel 

(1990) 

Core Competence 

of the Corporation 

SCA results from core competencies; firms 

should consolidate resources and skills into 

competencies that allow them to adapt quickly 

to changing opportunities. 
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Barney 

(1991) 

Firm Resources and 

Sustained 

Competitive 
Advantage 

Discusses fc 'di our indicators of the potential of 
firm re sources to generate SCA: value, 

rareness, inability to be imitated and imperfect 
substitution. 

Conner 

(1991) 

A Historical 

Comparison of 
Resource-Based 

Theory and Five 

Organization 

Economics: Do We 

Have a New Theory 

of the Firm? 

With a resource-based view, to achieve above- 

Schools of Thought average returns, a firm product must be 

within Industrial distinctive in the eyes of buyers, or the firm 
selling an identical product in comparison to 

competitors must have a low-cost position. 

Peteraf 

(1993) 

The Cornerstones of Discusses four conditions which must be met 

Competitive for SCA: superior resources (heterogeneity 

Advantage: within an industry), ex posted limits to 

A Resource-Based competition, imperfect resource mobility, and 

View ex ante limits to competition. 

Hall 

(1993) 

A Framework 

Linking Intangible 

Resources and 

Capabilities to 

Sustainable 

Competitive 

Advantage 

Identifies various intangible resources 

(including assets and competencies) that allow 

firms to possess relevant capability 

differentials which result in SCA 

Day and 

Nedungadi 

(1994) 

Managerial 

Representations of 

Competitive 

Advantage 

A firm's use of strategy and reaction to the 

environment depends on its orientation 

( customer-oriented versus competitor­ 

oriented); CA is based on this orientation. 
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Hunt and 

Morgan 

(1995) 

Compares neoclassical theory and comparative 
The Comparative {advantage theory of the firm; comparative 
Advantage Theory advantage in resources can translate into a 

of Competition competitive advantage in the marketplace; 

offers categorization of resources. 

Oliver 

(1997) 

Sustainable 

Competitive 

Advantage: Proposes a model of firm heterogeneity which 

Combining suggests that both resource capital and 

Institutional and institutional capital are indispensable to SCA. 

Resource-Based 

Views 
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2.2.2. Porter's Diamond: 

Many theories of competitive ad . 
. . vantage tned to explain why a country is 

more competitive than another. Bt 
· u no theory made the contribution which 

competitive advantage of nation's th eory as porter introduced in 1990. 1 
Porter's Competitive Advantage of N . ations theory and the diamond 
framework are important for b · d · th nuging ie gap between strategic management 
and international economics while ib, © e contn utmg substantially to both.° They 
are important contributions t th th · · • o e ieoretical foundation of strategic 
management because they answer, the reason why some firms are better at 

differentiating between products and sources of competitive advantages 

needs to be explored. Second an explanation of why the nation appears to be 
the desirable home base for competing in a given industry. 3 

Porter's research on the competitive advantage of nation's center is his 

statement that "National prosperity is created, not inherited ... " (Porter, 1990). 

By saying this, he rejects the traditional economic theory which teaches that 

variables like labor costs, interest rates and economy of scale are of most 

importance for the competitive advantages of a nation. These are often a 

result of historical events and traditions. And he introduced new sources of 

nation's competitiveness which according to porter depends on the capacity 

of its industry to innovate and upgrade. Companies gain advantage against 

the world's best competitors because of pressure and challenge. They benefit 

from having strong domestic rivals, aggressive home-based suppliers, and 

demanding local customers.4 

The Diamond framework is an industry-level framework seems that it's 

focusing on the nations as its core unit of analysis. 
5 
While the primary 

b. · f th th ry is to explain why particular countries succeed in objective o; e 1eo 

1. . . fN ti s and Choice of Entry Strategies, M. Helvik, M. Hamecker, 
The Competitive Advantage o a on: 

? 2006. . . An Assessment Robert M. Grant, I 991. 
Porter's Competitive Advantage of Nation,, p, semard and Brian H. Kleiner, Management 
Competitive Advantage in Global Industnes, · ass 

Research News, 2000. ' M. ient Jan J Jorgensen McGill University, 2008. 
Mr Hb to Strategic lanagem U '7 51 M.He ck [ichael Porter's Contribution d Choice of Entry Strategies, M. Helvik, . amec er, 
The Competitive Advantage of Nations an0 
2006. 34 



particular industries in Porter's an 1 • . . 
' atysis, it is firms rather than nations which 

are the principal actors.' The influence of the nation on the international 
competitive performance of firms occurs through th · ih " fi , e ways in whcl 'a rrm s 
proximate environment shapes its competitive st p» s"? g th uccess over 1me . o e 
theory detennining whether the ind stry c· · · · ust {in a given nation) can provide firms 
with such favorable conditions allowing them to compete internationally.3 In 

other words, the Diamond framework says whether or not a firm has the 

competitive advantages necessary for an international launching.4 While the 

primary role of the nation is the 'home base' which it provides for the firm. 
Since firms typically develop within a domestic context prior to expanding 

internationally, the home base plays a key role in shaping the identity of the 

firm, the character of its top management, and its approach to strategy and 

organization, as well as having a continuing influence in determining the 

availability and qualities of the resources available to the firm. 5 

The Diamond framework consists of four country-specific determinants, 

which describe characteristics of a nation's competitive advantage, and two 

external variables. The determinants are factor conditions, demand 

conditions, related and supporting industries, firm strategy, structure and 

rivalry, chance and government. 6 

The determinants, taken individually and as a system, create a context in 

which a nation's firm is born and competes. Weakness in any one of those 

determinants constrains the industry's potential for upgrading and gaining 

competitive advantages.7 

· . An Assessment Robert M. Grant, 1991. 
' Porter's Competitive Advantage of Nation?:,,.] E. Porter, Harvard Business School, 1990. 
2
· The Competitive Advantage of Nations, Mic ae B B y' The Academy of Management Executive, 

3· Looking inside for Competitive Advantage, Jay . arney, 

1993. . D. Passemard and Brian H. Kleiner, Management 
Competitive Advantage in Global Industries, . . . . , 
Research News, 2000. . . . e: It ShouldBe Taken More Seriously, Hamid Hosseini, King s Michael Porter's Competitive Advantage 
College, p A. . China & Taiwan Using Porters Determinants of National 

" An Analysis of the Computer Industry' "'{cun-Jui Kuo, 2005. 
C tI·..: Ad tage, Larry Bndwell an . 1 Woodward and Paulo Guimaraes, 2008. , ompetitive tvan , ·al Targeung, Doug as 
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Firms Strategy, 
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Figure 8: The diamond model of the competitive advantage of nations.1 

The determinants as a system constitute the Diamond framework, which 

is a mutually reinforced system meaning that the effect of one determinant 

depends on the state of the others, means that these four sets of national 

influences on competitive advantage operate interdependently rather than 

individually.2 The determinants, individually and as a system, create the 

context in which a nation's firms are born and compete: "the availability of 

resources and skills necessary for competitive advantage in an industry; the 

information that shapes what opportunities are perceived and the directions in 

which resources and skills are deployed", "the goals of the owners, 

managers, and employees that are involved in or carry out competition; and 

most importantly, the pressure on firms to invest and innovate". 
In other words, nations succeed in particular industries because their 

home environment is the most dynamic and the most challenging. This 

environment stimulates firms to upgrade and widen their advantages over 

time, for instance where the national diamond is the most favorable. The 

1. ... 5fNatic is, Michael E. Porter, Harvard Business School, 1990. 
The Competitive Advantage ot {auons,: .:. Helvik,M.H :k 2.,,4. 5fNati and Choice of Entry Strategies,M. lel 1. 1arnecker, The Competitive Advantage ot lat1ons 

3 
2006. . . advantage Hao Ma Bryant College, 1990. 
Creation and preemption for compel!\,,,j E. Porer, Harvard Business School, 1990. 
The Competitive Advantage of Nations, lichae1 :. 36 



companies that emerge from such an 
environment will flourish in 

international competition. 

2.2.2.1. Factor Conditions: 

Classical economics suggest th c. sts at factors of production such as land, 
labor, and capital are the building blocks (that create usable consumer 

goods and services). But this tells only bad of the story when we consider 

the global aspects of economic growth. 1 Porter's contribution here is to 

analyze in much greater detail the characteristics of factors of production, 

the processes by which they are created, and their relationship to firms' 

competitiveness. So he defined Factor conditions as the nation's position 

in factors of production, such as skilled labor or infrastructure, necessary 

to compete in a given industry.2 He recognizes hierarchies among factors 

distinguishing between basic factors (such as natural resources, climate, 

location, and demographics) and advanced factors (such as highly 

educated and specialized labor and other factors that in particular meet 

the needs of the industry, and research facilities).3 Advanced factors are 

the most significant for competitive advantage and, unlike factors whose 

supply depends upon endowment, advanced factors are a product of 

investment by individuals, companies, and governments.4 

The relationship between basic and advanced factors is complex. 

Basic factors can provide initial advantages which are subsequently 
extended and reinforced through more advanced factors, conversely, 

disadvantages in basic factors can create pressures to invest in advanced 

£ 5 H argues that having general high school or actors. e even 

11 / : ·ity ducation does not necessarily represent competitive co ege umvers1 e 
. th dem international competition. What is important to advantage m e mo 

1. A... ions: An Assessment, RobertM.Grant, 1991. 
' Porter's Competitive Advantage of NO_ 5anagement, Jan J. Jorgensen, McGill University, 2008. 
Michael Porter's Contribution to Strate£ -,,4Be Taken More Seriously, Hamid Hosseini, King's 
3. 4 ±c Advantage: t 10u Michael Porter's Competitive 
College, PA. . . d» intage, Hao Ma Bryant College, 1990. 
4. • fc :titive a va ' ' 1 G · 2008 ' Creation and preemption or comper · D las Woodward and Pau o ·uimaraes, . 
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create competitive advantages are fact hi hl ; ·d t 
3 1ctors 1glly specialize to an 

industry's particular needs, like venture capital in Silicon Valley and 

scientific research facilities in the aircraft-industry. These factors are 

scarce and hard to imitate, and they require sustained investment to be 
created.1 

The advanced factors which provide the most enduring basis for 

competitive advantage tend to be specialized rather than generalized 

which inevitably implies a close interaction between industry success and 

the creation of the specialized factors of production necessary to that 
2 success. 

In other words, what is important in sophisticated industries and 

advances economies is not the stock of factors itself, but how it most 

efficiently can be created, upgraded and deployed into particular 

industries. Usually, competitive advantage results from the presence of 

leading institutions that first create specialized factors and then 

continually work to upgrade them.3 

Ch . fEntry Strategies, M. Helvik, M. Harnecker, N;5 and ioice O 
J. The Competitive Advantage of anons G t 1991 
2006 ment Robert M. iran , · . . . 
5 4.. ±Ge 5fNations: An AssesSr , jevelopment policy, Philip Raines, Porter's Competitive Advantage O1 ,9 The tensions in cluster de Op . · · Advantage. Local or National Competitive 3 8 
University of Strathclyde, 2001. 



2.2.2.2. Demand Conditions: 
Demand conditions since th . 

e creation of advanced factors such as 
sophisticated skills and new te hn 1 . 

c o og1es plays such an important role in 
establishing and sustaining +t; national advantages, it is essential to 
understand the features of the national environment which are conducive 
to such investment. 1 

Demand conditions relates to the nature of home-market demand for 

the industry's products or services. Porter (1998) states that nations gain 

competitive advantage in industries where the home demand gives their 

companies a clearer and/or earlier picture of emerging buyer needs. 

Within his diamond framework Porter places particular emphasis on 

the role of home demand in providing the impetus for upgrading 

competitive advantage. Firms are typically most sensitive to the needs of 

their closest customers; hence the characteristics of home demand are 

particularly important in shaping the differentiation attributes of 

domestically-made products and in creating pressures for innovation and 

quality.3 

Such home bases are often characterized by having some of the 

world's most sophisticated and demanding buyers for the product or 

service. This is the reason why sophisticated demand conditions provide 

advantages, because firms are forced to respond to tough challenges by 

innovating and upgrading sooner than its foreign competitors. However, 

the size of the home demand proves less significant than the character of 

home demand. 4 

< ·histicated demand conditions in the home market are of However, sop s 1 

1. 1 1 'f d +~c precerences are not transferable to other nations. A 1ttle value 1 omestu a 
. : ticipate global trends only if the nation's values nation's companies can anu 

. . An Assessment, Robert M. Grant, 1991. 
' Porter's Competitive Advantage of Nati",,> .of Entry Strategies, M. Helvik, M. Harecker, 
' f N tions an o1ce The Competitive Advantage o a 
2006. . t Jan J, Jorgensen, McGill University, 2008. 
3. a : St tegic Management,'· s 5. Phili: Ra Michael Porter's Contnbution to tra e,,,. · in cluster development policy, lip .amnes, 
4. cr. Advantage? The tensions Local or National Competitive va · 
University of Strathclyde, 2001. 3 9 



are spreading. Nations export th . 
. . err values and tastes through media, 

through training foreigners throu . . 
. . . . ' gh political influence, and through the 

foreign activities of their citizens ad _ 
an companies. Transferring domestic 

preferences to foreign market d 
. s, 0 not only benefit market growth in 

general, but is most important f or small, open economies whose home 
market is too small to secure a high wth 1 gro rate. 

2.2.2.3. Related and Supporting Industries: 

An industry's investments· d d c. . . ' in advance factors of production are likely 

to have spillover benefits beyond the confines of that industry. One of the 
most pervasive findings of the study was the tendency for the successful 

industries within each country to be grouped into clusters of related and 

supporting industries. 2 

Related and supporting industries relate to the presence or absence in 

the nation of supplier industries and other related industries that are 

internationally competitive. 

Internationally competitive home-based suppliers create advantages 

in downstream industries in several ways, such as the ability to offer the 

most cost-effective input delivery and close working relationships. Short 

lines of communication can improve the information flow and the 

exchange of ideas and innovations due to a quick and constant process. 3 

The nation's companies benefit most when the suppliers themselves 
are global competitors. It is ineffective for a company to create suppliers 

that are totally dependent on the domestic industry and in the worst case, 

also prevented from serving foreign competitors. The same principle 

applies to suppliers and their recipient firms. As for firms and their 

l·ers also need rivalry and the constant pressure for customers, supp:i 

d : ti and better logistics to perform better. Besides, serving pro uct mnova on s 

1 • • Douglas Woodward and Paulo Guimaraes, 2008. 
Porter's Cluster Strategy and Industrial Targeting. +t. Robert M. Grant, 1991 2. >, .2... fNatic is: An Assessment, ' ' 

_ Porters Compeutive Advantage O . a ion d Choice of Entry Strategies, M. Helvik, M. Hamecker, 
The Competitive Advantage of Nations an 

2006. 
40 



only one industry or one market 
. ' makes them very vulnerable for 

economic fluctuations, meanin th . . 
g at risk involved is much higher than 

would be the case with a broad er customer base. I 

Home-based competitiveness in related industries provides similar 
benefits as with suppliers wh · 4, • > ere information flows and technical 
interchange speed the rate of innovati id . 2 1on an upgradmg. 

2.2.2.4. Firm Strategy, Structure and Rivalry: 

Porter identifies systematic differences in the characteristics of the 

business sectors of different countries which are important determinants 

of the industry pattern of competitive advantage within each country. 

These characteristics include strategies, structures, goals, managerial 

practices, individual attitudes, and intensity of rivalry within the business 

sector. For example, the large number of small, family-owned companies 

in Italy has been conducive to the success of design-orientated, craft- 

based industries where entrepreneurial responsiveness and flexibility in 
adjusting to fashion changes are important sources of competitive 

advantage. 3 

Within this broad set of influences, the most interesting relationship 

which Porter identifies is between domestic rivalry and the creation and 

persistence of competitive advantage. Rivalry is critically important in 
pressuring firms to cut costs, improve quality, and innovate. Because 

competition between domestic firms is more emotive and personal, and 

because domestic rivals compete from a common national platform, their 
. b intense than with foreign competitors. Hence, nvalry tends to e more 
domestic rivalry is particularly effective in promoting the upgrading of 

4 
competitive advantage. 

. D 1 Woodward and Paulo Guimaraes, 2008. 1. -l Targeting, Jougtas Porter's Cluster Strategy and Industna O ' Hao Ma Bryant College, 1990. 
2 .:. titiveadvantage, ,, .1 Ur ·ity ·f Budapest Creation and preemption for compettt sh del, Attila Chikan, Jniversit or ·uc 
3 . . . . oeneral researc mo , National and firm competitiveness:a%+ 
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The business context varies widel 
advantage arises fr Y among nations, and national om good match betwe . 
and the sources of . . en choices regarding the context 

competitive advant: : . 
Porter (1998) (@8€in a particular industry.' 

uses Germany to ill 
t hni 1 b k 1 ustrate how the engineering and 
ec ca ac ground of many senior . 

. . executives has produced a strong 
fascination toward methodi 1 . . . ca Product and process improvement. 
Likewise, their organizations are ft . . .. 0 en hierarchical and impersonal. This 
has led to a great success . . d . . ·· m industries with a high technical or 
engineering content, whereas German successful firms in consumer 
goods and services are rarer.2 

Porter (1998) mentions in hi b k 1 . s oo a ot of nation-dependent aspects 
influencing the ways in which firms are organized and managed. Many of 

these aspects are similar to the issues dealt with in the cultural 

dimensions of scholars like Hofsteede and Trompenaars and Hampden­ 

Tumer. 3 
Nations also differ remarkably in the types of goals that firms and 

individuals seek to achieve. Company goals reflect the national 

characteristics of capital markets and the shareholder/stakeholder issue. 

They also reflect how managers are being compensated. The 

characteristics of the appraisal systems most commonly accepted, are also 

important to competitive advantage as it influences individual motivation 

to work and expand skills. Individuals, no matter what level or position, 

should be encouraged to maintain and expand their skills and 

competencies. Outstanding talent is a scarce resource in any nation, and it 

is up to each nation to catch those talented individuals before someone 

else does. This is important because a nation's success largely depends on 

which type of education these talents pursue, where they choose to work 

and their commitment and effort in their vacancies. Other important 

1 • M" h 1 E Porter Harvard Business School, 1990. 
' The Competitive Advantage of Nations, 11c,, _alas Woodward and Paulo Guimaraes, 2008. 
' Porter's Cluster Strategy and Industrial Tars"c,,,sacraios, Thomas C. Powell, Strategic 

Competitive Advantage: Logical and Philosop 
Management Journal, 2001. 42 



nation-variables are attitude t 
owards individualism, equality, inherited 

status vs. achieved status etc.1 

Finally, domestic rivalry is . 
a powerful stimulus to the creation and 

persistence of competitive ad 
vantage. Domestic rivalry is so important 

because of the mutual pressure for improvement and innovation. Porter 
( 1998b) argues that the rivalry · among domestic firms often go beyond a 
pure price-war, they push each other for better quality and services and 

the creation of new products and processes. The competition may reach a 

point where the incumbent firms might not preserve advantages for long 
periods, but the active pressure from its competitors and the fear of 

falling behind stimulates to new thinking and innovation? 

To achieve and sustain competitive success in a given industry of 

advanced economies, it is necessary that advantages are sourced 

throughout the diamond. Although, advantage in every determinant is not 

a prerequisite for competitive advantage in an industry, but competitive 

advantage should be based on more than only one or two determinants. 

The interaction of advantage in many determinants creates self­ 

reinforcing benefits that are extremely hard for foreign rivals to nullify or 

replicate. 3 The Diamond states that firms gain competitive advantage 

under three conditions:" 
a If home base allows accumulation of assets and skills 

• In industries where home base affords better information and 

insight into product and process needs 

• If goals of the owners, managers and employees support 

: mmitment and sustained investment. mtense co 

h del Attila Chikan, University of Budapest, 
1 • • • general researcl mo , National and firm competitiveness. a e . . . 

2008 . • cluster development policy, Phihp Rames, 2 ±. d itage? The tensions in 
" Local or National Competitive A van . 
University of Strathclyde, 2001. +tage, Michael Porter, Planning Review; 1990. 
New Global Strategies for Competitive Ad""' p,rer, Harvard Business School, 1990. 
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2.2.2.5. The Two 

Government: 

According to Porter a natio . . 
. ' n IS most likely to succeed in industries or 
mdustry segments where the . . 

· · national diamond, consisting of the four 
mentioned attributes, is the most f 

3 st favorable. However, he also recognizes 
that: "Two additional variabl . 

es can influence the national system in 
important ways. These are chance and government" .' 

As stated by Porter, "In the histories of most of the successful 

industries we studied; however, chance events also played a role". And he 

Defmes chance events as: "occurrences that have little to do with 

circumstances in a nation and are often largely outside the power of firms 

(and often the national government) to influence". Some examples that 

Porter fmds particularly important in influencing competitive advantage 

External Determinants· 
' Chance and 

are: acts of pure invention, major technological discontinuities (for 

example, biotechnology, microelectronics), discontinuities in input costs 

such as the oil shocks, significant shifts in world financial markets or 

exchange rates, surges of world or regional demand, political decisions 

by foreign governments, or wars.2 

According to Porter: "chance events are important because they 

create discontinuities that allow shifts in competitive position. They can 

nullify the advantages of previously established competitors and create 

the potential that a new nation's firms can supplant them to achieve 

competitive advantage in response to new and different conditions".
3 
He 

cites the example of microelectronics that was very important in 

and German dominance in numerous neutralizing American 
. b d . d :tries For this provided Japanese and others to electrorucally ase 1n'us • , 

. . . · demand for shifts that gave South Korea the gain position or, a surge mn 
th hipbuilding industry against Japan. Or, the 

opportunity to enter e s 

. M' h 1 E Porter Harvard Business School, 1990. ' The Competitive Advantage of Nations, 11ch@ ,{-hael Porter, Planning Review; 1990. 
2 2-- Advantage, uc1 '· .:. 3.5 Kin' New Global Strategies for Competitive jj4Be Taken More Seriously, Hamid Hosseini, 1g's 
3 . Ad tage: It Shou e Michael Porter's Competitive tvant . 
College, p A. 44 



apparel industry developed in S • 
Ingapore after Western nations placed 

quotas on apparel imports from Hong K 
1 ong and Japan. 

While Smith's absol t d 
u e a vantage, and Ricardian and the H-O-S 

versions of comparati id 
Ive a vantage doctrine see no role for the 

government, new trade theorists justified some limited role. for the 

government. For example, new trade theorists Krugman (1987) and 

Brander (1986) have reminded us of the role governments can play in 

regards to attaining international trade advantages. Proposing strategic 

policy, these new trade theorists have argued that governments can 

influence the comparative trade advantage of a nation if it can ensure 

domestic firms to gain first mover advantage. 

Porter too believes that government, at all levels, can improve ( or 

detract from) the national advantage of the nations. This, to him, takes 

place by influencing the four attributes of competitive advantage. For 

example, as he indicates, government antitrust policy affects domestic 

rivalry, regulation can influence home demand conditions, investment in 

education influences and changes factor conditions, and government 

purchases of domestic products can stimulate related and supporting 

industries. In other words, according to Porter, "Government's real role in 
· n 3 national competitive advantage is in influencing the four detenmnants · 

J J Jorgensen, McGill University, 2008. 
· Management, an · 1990 

'Michael Porers coubuo to Sa"",3,,,age Hao Ma. Br["";, ,,, 200s. 
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2.2.3. Critique of the Diamond Th eory: 
As the title suggests thi . 

D. d n s Part will deal with the criticism of the 
1amon framework and sor .- 

me major challenges it faces as the world 
economy has changed since it fi 

was tirst published in 1990. 
2.2.3.1. The major academic ·bi> « 

objections have been Porter's choice of 
the nation as the unit of 1 . . 

analysis. This view is shared by Rugman 
and D'Cruz (1993), C · , artwnght (1991), Rasmussen (2002) and 
others.1 

2.2.3 .2. Porter's framework has r t ell b h 11 epea e y een c a enged by other 
academics and strategists. Kevin Coyne and Somu Subramaniam 

have stated that three dubious assumptions underlie the five forces: 

that buyers, competitors, and suppliers are unrelated and do not 

interact and collude; that the source of value is structural advantage 

(creating barriers to entry); and that uncertainty is low, allowing 

participants in a market to plan for others behavior. 

2.2.3.3. Traditional Porter's thinking was largely limited to achieve a 

better competitive position against other players. Porter's theories 

based on the economic situation in the eighties. This model might 

not explain today's dynamic changes. 

2.2.3.4. Downes' arguments are convincing. In fact, digitalization, 

globalization and deregulation have become powerful forces during 

the last years, but Porter's models rarely take them into 

ide atic Today's markets are highly influenced by cons1 eratuon. 

hn 1 . 1 progress especially in information technology. teci oog1ca» '> 

fi .1 . t advisable - if not to say impossible- to develop There ore, 1 1s no 
a strategy solely on the basis of Porters models. 

th tual critics of the diamond framework 
2.2.3.5. So far, e concep 

. d The discussion on the validity of the diamond have been discusses. 
. th impact of internet and new ways of 

continues, focusing On e . 
hing 1stomers. According to scholars like 

doing business and react ing CU 

. Strategies, M. Helvik, M. Harnecker, 2006. 
1. , and Choice ofEntry 1al:#'» 46 
· The Competitive Advantage of Nations 



Laudon (2003) and Parsons and O; 
ite :.,;:. 9Ja (2006) e-commerce includes 
Internet activities like onlinc 5ho s: 
tr 1 

. k e shopping, electronic auctions online 
avel-ticket ordering, onli1 ; :. 
d . ' Ine anking and stock trading and online 
education. The unique feature,,, 

· of shopping digital products like 
news, music, videos, databases, software, and all types of 
knowledge-based items · th ' is at they can be transformed into bits 
and delivered over the b C we · onsumers can get them immediately 
upon completing their O d d r ers, an no one pays shipping costs. The 
issue with e-commerc d th . e an e diamond-framework is the 
assumption that online business makes country borders less 

significant. Parsons and Oja (2006) go on arguing that as long as 

the customers have internet-access, credit card for payment 

possibilities and access web pages are written in a language 

understandable to them, all requirements needed for a successful e­ 

commerce transaction are evident. For online orders of physical 

products. On the other hand, Porter (2001) does not agree with the 

assertion of internet and e-commerce as a new economy. His main 

arguments for this is that e-commerce so far has failed to produce 

high profitability for the firms involved and thereby has not been 

strong enough as an influencing force to be able to create any 

industry structure of its own. According to him, "Internet 

.technology provides better opportunities for companies to establish 

distinctive strategic positioning than did previous generations of 

information technology" (Porter, 2001). By this he means that 

internet in itself is not a competitive advantage, but that it can be 

used as a tool to compete. By doing so, it may seem as he defends 

the old position regarding online shopping just as a supplement to 
and not as the independent the traditional bricks-and-mortars, 

I 
corporate structure it has become. 

h d 1 Attila Chikan, University of Budapest, 1 al researct mo e.. · National and firm competitiveness: a gener; . Douglas Woodward and Paulo Guunaraes. 
d Ind trial Targeting, 
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2.2.4. Porter's Five Forces: 

A framework for diagnosing industry structure built around five 
competitive forces that erode long-term industry average profitability.' The 
industry structure framework can be applied at the level of the industry, the 
strategic group ( or group of firms with similar strategies) or even the 
individual firm. 

2 
It's ultimate function to explain the sustainability of profits 

against bargaining and against direct and indirect competition. In every 
industry ( taken nationally or worldwide), the competitive game can be 
described through five forces: 

1. Threat of new entrants enterprises. 
2. The threat of substitute products. 
3. The bargaining power of suppliers. 
4. The bargaining power of customers. 
5. The rivalry among existing competitors. 

The action of these five forces determines the long run profitability 
of a given industry. 

Treat of New 
Entrants 

Bargaining Power 
of Supplier 

Rivalary 
among 
Existing 
Firms 

Bargaining Power 
of Buyer 

Treat of 
Substitution 

4 
P ter's Five Forces Model. Figure 9: or 

. th each force are shown below The elements involved wi 

f Management Executive, B: ey, The Academy 0 ,,,,,age,JayB.Barney, «rs,99g8 
Looking ir side for Competitive Advant@gs· .McGill University,. $. o g ins1ie J n J Jorgensen, 
1993. % Management..",,ant College, 1990. · Hbionto Strategic Hao Ma, .3ry 
jMichael Porers Cow""",,ye ado' 'g"lerisio. 48 'Creation and preemption for ·Forces, Michae :. 
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I. Entry Barriers: which include Economies of scale, Proprietary product 

differences, Switching costs, capital requirements, Access to distribution, 

Absolute cost advantages, Proprietary learning curve, Access to necessary 
inputs, Government policy. 

2. Supplier Power: which include Differentiation of inputs, Switching costs 

of suppliers and firms in the industry, Presence of substitute inputs, 

Supplier concentration, Importance of volume to supplier, Cost relative to 

total purchases in the industry, Impact of inputs on cost or differentiation, 

Threat of forward integration relative to threat of backward integration by 
firms in the industry. 

3. Buyer Power which include the following: 

a. Bargaining Leverage that include Buyer volume, Buyer 

switching costs relative to firm switching costs, Buyer 

information, Substitute products. 

b. Price Sensitivity that include Price / total purchases, 

Product differences, Impact on quality / performance, 

Buyers profits. 

. . I d try m-owth Fixed ( or storage) costs/value 4 Ri lry Deternunants. n us 5i , . va d · 
:. ity. Product differences, Brand identity, added, Intermittent over capactt , 

' f and balance, Informational over Switching costs, Concentration . 
: Cc orate stakes, Exit barriers. com lexity, Diversity of competitors ' orp 

P R lctivve price performance of Determinants of Substitution Threats:. .e a iv . 
5.,,, Buyer propensity to substitute. substitutes, Switching costs, uyc 
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2.2.5. Generic Strategies: 

• Porter's five-force model d ib 
d .c. d bl . · 1escr1bes strategy as taking actions that create 
erenaat 1e positions in an industry, 

• In general, the strategy can b re . 
:... € offensive or defensive with respect to 

competitive forces. 

• Defensive strategies take the tru . 
sI icture of the mdustry as given, and 

position the company to match its strc 1gths id . en an weaknesses to it. 
• In contrast, offensive strategies are desigred tc do tha 5» 5l ne o o more an simp:y 

cope with each of the competitive forces; they are meant to alter the 

underlying cause of such forces, thereby altering the competitive 
environment itself. 

There are, of course, many specific strategies of each type ( offensive or 

defensive), and identifying which is best depends on the circumstances. But 

Porter suggests 3 broad or generic strategies for creating a defendable 

position in the long-run and outperforming competitors.1 

2.2.5.1. Cost Leadership Strategy: 

• Cost leadership means having the lowest per-unit (i.e., average) cost in 

the industry that is, lowest cost relative to your rivals. 

• This could mean having the lowest per-unit cost among rivals in highly 

· · · d tric in which case returns or profits· will be low but competitive 1ndust es, 
nonetheless higher than competitors 

. h . 1 west cost among a few rivals where each • Or this could mean avmg 0 
' . . . wer and high profits. firm enjoys pncmg po 

hi defined independently of market structure. 
• Notice that cost leaders P is 

and Competitors, Michael E. Porter, 1980. 
1 • fi Analyzing Industnes Michael E. Porter, 1985. ·Competitive Strategy, Techniques"±,3aining Superior Performance, 50 
& Competitive Strategy, Creating and 3us 



Cost leadership is a defendable 3tr 
st rategy because: 

• It defends the firm against p rful 
owe buyers. Buyers can drive price 

down only to the level of the next m t ·:ffi 
ost et icient producer. 

o It defends against powerful 5; 
' a supp 1ers. Cost leadership provides 

flexibility to absorb an increa · · · . se m mput costs, whereas competitors may 
not have this flexibility. 

• The factors that lead to cost leadership also provide entry barriers in 

many instances. Economies of scale require potential rivals to enter the 

industry with substantial capacity to produce, and this means the cost of 

entry may be prohibitive to many potential competitors. 

Achieving a low cost position usually requires the following resources 

and skills: 

• Large up-front capital investment in new technology, which hopefully 

leads to large market share in the long-run, but may lead to losses in the 

short-run. 

• Continued capital investment to maintain cost advantage through 

economies of scale and market share. 

: - developing cheaper ways to produce existing • Process innovation 

products. 
. . . of labor where workers frequently have an % Intensive monitoring • 

tur (i e a contract which includes some incentive-based pay struct e · ., 
combination of a fixed-wage plus piece-rate pay). 

• Ti a-ht control of overhead. 
b 
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2.2.5.2. Differentiation Strategy: 

• Differentiating the product ffe ­ 
. . o1 tering of a finn means creating 

something that is perceived industry wide a b . . 
. s emng unique. 

• It is a means of creating 
your own market to some extent. 

There are several approaches to d · ffi · · 
1 terentiation: A differentiation strategy 

may mean differentiating along 2 or more of the .dhr -: ese mensions. 
1. Different design 3. New technology 
2. Brand image 4. Number of features 

Differentiation is a defendable strategy for earning above average returns 
because: 

• It insulates a firm from competitive rivalry by creating brand loyalty; it 

lowers the price elasticity of demand by making customers less sensitive 

to price changes in your products. 

• Uniqueness, almost by definition, creates barriers and reduces substitutes. 

This leads to higher margins, which reduces the need for a low-cost 

advantage. 

• Higher margins give the firm room to deal with powerful suppliers. 

• Differentiation also mitigates buyer power since buyers now have fewer 

alternatives. 

Achieving a successful strategy of differentiation usually requires the 

following: 

E 1 . ·t hi h unfortunately also precludes market share and low cost • XC/uSIVIy, W' c1 J 

advantage. 

• Strong marketing skills. 
. d t process innovation. • Product innovation as oppose IO 

• Applied R&D. 

• Customer support. 
. . based pay structure. • Less emphasis on incentive 
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2.2.5.3. Focus Strategy: 

• Here we focus on a rarti p ticular buyer 
geographical market. group, product segment, or 

% Whereas low cost and di 
. . . ifferentiation are aimed . . . 

objectives industry ide at achieving their 
wide, the focus or niche «. : .: 

P
articular t t ( c e strategy is built on serving a 

arge customer prod t 
> IucL, or location) very well. 

• Note, however, that a focus strate . . . gy means achieving either a low cost 
advantage or differentiation in a . narrow part of the market. For reasons 
discussed above, this creates a defendabl . . . . e position within that part of the 
market. 

2.2.5.4. Stuck in the Middle: 

• Failure to develop a strategy in one of these 3 directions is a firm that is 
I 

"stuck in the middle." 

o This means you lack the market share, capital, and overhead control to 
be a cost leader, and lack the industry wide differentiation necessary to 

create margins which obviate the need for a low-cost position. 

• Being "stuck" implies low profits as a rule: profits are bid away to 

compete with low cost producers; or, the firm loses high margin 

business to firms who achieve better differentiation. 

• Classic examples of this problem are large, international airline 

companies, many of which are now bankrupt. 

• Depending on a firm's capabilities and resources, a "stuck" firm must 

gravitate toward either low cost (usually by buying market share) or 

focus or differentiation (which may mean decreasing market share). 
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2.2.6. Balanced Score Card: 

The balanced scorecard is a strategic planning and management system 

that is used extensively in business and industry, government, and nonprofit 

organizations worldwide to align business activities to the vision and strategy 

of the organization, improve internal and external communications, and 

monitor organization performance against strategic goals. 

It was originated by Drs. Robert Kaplan (Harvard Business School) and 

David Norton as a performance measurement framework that added strategic 

non-financial performance measures to traditional financial metrics to give 
and executives a more 'balanced' view of organizational managers 

performance. 

Financial 

( To succeed (Cost/Benefit/Risks) 
financially, what 
actions to do for 0 M T I Minimizing costs and ... ... ... ... risks, while 
maximizing benefits ... ... ... ... and values? 

... ... ... ... 

_1 
Internal Business Processes 

The Stakeholders 
0 M T I • Vision 

What processes are the 0 M T I j» • Public policy DP most critical to excel ... ... ... ... To achieve the vision 
' 

- Local Strategy at? How to balance 
... ... stakeholders' interests? g ... 

and comply with Public ... ... ... ... 
& Local Policies? 

... ... ... ... 
How should we appear ... ... ... ... 
to our stakeholders? 

... 
I 

... ... ... 
~ 

Learning & Growth 

0 M T I 
To achieve the vision 

... ... and policies, how will ... ... 
we sustain our ability ... ... to improve, prosper ... ... Key 
and manage change 

... ... 0: Objectives 
effectively? ... ... M: Measures 

' - T: Targets 
I: Initiatives 

: 10: The Balanced Score Card Figure · 
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2.2.6.1. The Learning & Growth p . 
erspective: 

This perspective includes em 1 . . 
Iployee training and corporate cultural 

attitudes related to both individual and . 
corporate self- improvement. In a 

knowledge-worker organization people are th · h 
' e main resource. In t e current 

climate of rapid technological change, it is es:. , 
> ecoming necessary for 

knowledge workers to be in a continuous learning mode. Metrics can be put 

into place to guide managers in focusing training funds where they can help 

the most. In any case, learning and growth constitute the essential foundation 
for success of any knowledge-worker organization. 

Kaplan and Norton emphasize that 'learning' is more than 'training'; it also 

includes things like mentors and tutors within the organization, as well as that 

ease of communication among workers that allows them to readily get help 

on a problem when it is needed. It also includes technological tools; what the 

Baldrige criteria call "high performance work systems. 

2.2.6.2. The Business Process Perspective: 

This perspective refers to internal business processes. Metrics based on 

this perspective allow the managers to know. how well their business is 

running, and whether its products and services conform to customer 
. t (the mission) These metrics have to be carefully designed by requirements • . . . 

tit tely; with our unique missions those who know these processes most m ima , 
. th t be developed by outside consultants. these are not something a can 

The Customer Perspective: . . 
2.2.6.3. sho an increasing realization of hilosophy has s own 
Recent management pI atisfaction in any business. 

r focus and customer sa is 
the importance of customer aot satisfied, they will 

. f customers are n 
di · dicators: 1 

These are lea ing in . th . needs. Poor performance 
: that will meet 1e1r 

h upphers a . eventually find ot er s . . of future declme, even 
leading md1cator • · thus a from this perspective 1s 5d 

. icture may look goo . 
though the current financial p 
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In developing metrics for satisfacf 
1on, customers should be analyzed in 

terms of kinds of customers and the ki d f . 
n s o processes for which we are 

Providing a product or service to those cust 
omer groups. 

2.2.6.4. The Financial Perspective: 

Kaplan and Norton do not disregard the traditional need for financial 

data. Timely and accurate funding data will always be a priority, and 

managers will do whatever necessary to provide it. In fact, often there is 

more than enough handling and processing of financial data. With the 

implementation of a corporate database, it is hoped that more of the 

processing can be centralized and automated. But the point is that the current 

emphasis on financials leads to the "unbalanced" situation with regard to 

other perspectives. There is perhaps a need to include additional financial­ 

related data, such as risk assessment and cost-benefit data, in this category.1 

,f,\cur Publishing, 2006. 1. ard, [elc Applying the balanced scorec ' 
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9.3.Information and Communicati 
a ons Technolo . 

All companies and the 2gies (ICT): 
new econom . 

intangible capital, which is co . y are Increasingly dependent on 
. mpnsed of two main co . . 

capital and marketing capital. Ir mnponents: intellectual 
Pl a . Intellectual : capital includes research and 

development capability human , resources and . . 
k 

· • ' orgaruzat10nal practices 
Mar etmg capital encompasses th . · 

. e reputation associated with brand name 
and other marketmg assets Both ar . 
. . . . . e essential to the new economy. The 
information and communication technol ( 0 ogy ICT) sector, the power behind 
the new economy, epitomizes the growth d . an importance of intangible 
capital. It. has been estimated that roughl third f . Y one- o the growth in gross 
domestic product (GDP) since 1995 has come fr th ICT om e sector, although 
that sector's share of GDP is only 8 percent.' 

The advance of the ICT causes local firms in developing and transition 

economies to face more competitions and the competitive advantages that 

any firm now processes will become smaller and less durable. It is important 

that the local firms must learn and begin to implement ICT as part of their 

regular business practice in order to becoming globally competitive and 

actively pursue the new business opportunities. The government also must 

establish ICT infrastructure, ICT regulations, and supports to facilitate and 

encourage local firms to make a move into this transition, i.e., to invest in 

ICT, employ skilled ICT people, upgrade for new ICT technology and 

become globally competitive. Given the dynamics and complexities of 

today's international market, both the national strategy and the firm strategy 

in term of using ICT to develop the competitiveness should be aligned to 

h th Th 
.c ome kind of standard framework for this alignment eaci ot er. eretore s 

I d that both the government and 
must be established and deve ope so 
. . . . d . th same direction and will be automatically 
individual firm will forwarc in 1e 

adaptive to each other. 
2 

E. Md nt,ERP. 2001 conomic Report of the Pres1 en, ' · • · ness development. D, : JCT for competitive r. Rungruang Limchoopatipa, 1O 
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2.3.1. How Information Gives y ou Competiti 
The information revolti> e Advantage: 

utuon is : s sweeping thr 
company can escape its effects D . ough our economy. No 

· mamatic reduction . 
processing, and transmitting infc : s in the cost of obtaining, 

ormation are ch: ­ 
business". @ging the way we do 

The information revolution is affect . . 
1 It h 

· tung competition in three vital ways· 
. c anges industry structur d . · 

e an, in so doing, alters the rules of 
competition. 

2. It creates competitive advantag b . . e 2y giving companies new ways to 
outperform their rivals. 

3. It spawns whole new businesses, often from within a company's 
existing operations. 

An important concept that highlights the role of information technology 

in competition is the "value chain". This concept divides a company's 

activities into the technologically and economically· distinct activities it 

performs to do business. We call these "value activities." The value a 
company creates is measured by the amount that buyers are willing to pay for 

a product or service. A business is profitable if the value it creates exceeds 

the cost of performing the value activities. To gain competitive advantage 

over its rivals, a company must either perform these activities at a lower cost 

or perform them in a way that leads to differentiation and a premium price 

(More Value). 
The value chain for a company in a particular industry is embedded in a 

larger stream of activities that Porter termed the "value system". The value 

system includes the value chains of suppliers, who provide inputs (such as 

d h d services) to the company's value 
raw materials, components, an pure ase 

. d t ·ften passes through its channels' value chains 
chain. The company's product o 

p· 11 the product becomes a purchased 
on its way to the ultimate buyer. 1na.'y, 

. b who use it to perform one or more 
input to the value chains of its uyers, 

buyer activities. 

58 



Competitive advantage in either cost . . . 
or differentiation is a function of a 

company's value chain. A company's co .. 
St position reflects the collective cost 

of performing all its value activities relativ t • 
1 

.. 
e to rivals. Each value activity has 

cost drivers that determine the p t t· 1 0 en ia sources of a cost advantage. 
Similarly, a company's ability to differentiate itself reflects the contribution 
of each value activity toward fulfillment of bu d M f yer nee s. any o a 
company's activities-not just its physical product or service-contribute to 

differentiation. Buyer needs, in turn, depend not only on the impact of the 

company's product on the buyer but also on the company's other activities 
(ex: logistics or after sales services). 

Information technology and ICT is permeating the value chain at every 

point, transforming the way value activities are performed and the nature of 

the linkages among them. It also is affecting competitive scope and reshaping 

the way products meet buyer needs. 

Every value activity has both a physical and an information-processing 

component. The physical component includes all the physical tasks required 

to perform the activity. The information-processing component encompasses 

th . d to capture manipulate and channel the data necessary to e steps require • 3 
. . 1 perform the activity. 

Customer Dominance Low Coordination 
High Efficiency 

Word processing 
Word processing Accounting 

Customer databases Accounting 
E-mail, Internet E-mail, Internet 

Innovation Collaboration 

word processing 
Word processing 
Accounting 

Accounting Customer databases 
MRP E-mail, Internet 
EDI MRP E-mail, Internet LANs Measurement 
Performance . f large firms and ICT' 

titive Scenarios tor om e Figure 11: Four C 1p 
o & Victor E. Millar, HBR, 1985 

----------- Michael E. Porter 
1 GetitiveAdvantag@,,,, HBR,1985 59 How Information Gives You Comp & Victor E. Mil ar, ' 
Levy and Powell 1997, Michael E. Porter 



2 3 2 Benefit and limitation of ICT & E-c 
.v.· ommerce; 

Few innovations in human history enc 
ompass as many benefits as EC 

dose. the global nature of the technology the . 
> Opportunity to reach hundreds 

of millions of people, it is interactive nature, the variety of} «-2-,, 
> ol possibilities for its 

use and the resourcefulness and rapid growth of its su] rti . fr 
. ppo mg m astructure, 

especially the web, result in many potential benefits to organization the 

benefits are just starting to materialize, but they will increase significant as 

EC expand .it's not surprising that some maintain that the EC revolution is as 

profound as the change that accompanied the Industrial Revolution. Some of 

EC benefit to organization which we will discuss it below: 

1. Global reach: locating customer and supplier at reasonable cost and time. 

2. Cost reduction: lower cost of information processing, storage, and 

distribution. 

3. Supply chain improvement: reduce daily inventory and cost. 

4. Business always open: 24/7 /365. 

5. Customization/personalization: make special product to customer. 

6. Seller specialization (niche market): seller can specialize in a narrow ~eld. 
. . : ti and enable unique business 7. Ability to innovate: facilitate innovation 

model. 

8. Rabid time to market and increase speed. . tw k 
Lower communication cost: the internet cheaper than private net /Ork. 

9. save time and cost by enable E-procurement. . 
10.Efficient procurement: ; ith 

. hi . direct interaction w1 service and relat10ns p. 11. Improve customer 

customer. 

Limitation of EC: 
1. Security and privacy data concern. 

unkn wn seller. 2. Lack of trust and O people. 
fr of EC for some 3. Difficult to measure benefits 

1 
cess to the web. 4. Not all people have an ac 

'(Drucker 2002). 
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z,3.2. Benefit and limitation of ICT & E 
• • . -Commerce· 
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dose. the global nature of the techn 1 many benefits as EC 
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ve nature, the variety f . . .. 
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fi 
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distribution. 

3. Supply chain improvement: reduce daily inventory and cost. 

4. Business always open: 24/7/365. 

5. Customization/personalization: make special product to customer. 

6. Seller specialization (niche market): seller can specialize in a narrow field. 

7. Ability to innovate: facilitate innovation and enable unique business 

model. 
8. Rabid time to market and increase speed. 
9. Lower communication cost: the internet cheaper than private network. 

10. Efficient procurement: save time and cost by enable E-procurement. 

11. Improve customer service and relationship: direct interaction 

customer. 

Limitation of EC: 
1. Security and privacy data concern. 

2. Lack of trust and unknown seller. 
3. Difficult to measure benefits of EC for some people, 

+. Not all people have an access to the wh, 
a a 

with 

'(Drucker 2002). 



zJJ. Porter five forces and ICT affect: 

Porter views business as being pressed by fi .. 
Ive competitive forces: the threat of new entrants, the intensity of rivalry amo ti f h 

Dg existing firms, the 
pressures from substitute products, the bargaining power of buyers, and the 

bargaining power of suppliers. He further proposes three generic strategies 

with which to combat these forces: differentiation (distinguish your 

company's products and services from others in all market segments), cost 

(become the low cost producer in all market segments), and focus_ 

( concentrate on a particular market segment and then either differentiate or 

become the low cost producer in that segment). 

Internet impact on rivalry among competitor 

• Reduces differences among competitors as offerings are difficult 

to keep proprietary. 

• Migrates competition to price. 

· · the number of • Widens the geographic market, increasing 

competitors. 3., 
: sing pressures tor iable cost relative to fixed cost, 1ncrea • Lowers van 

price discounting 

. b:rriers to entry 
Internet impact on ra d for a sales force, access 

. try such as the nee 
• Reduces barriers to enu nything that Internet 

d hysical assets - an . . 
to channels, an p . d reduces bamers to 

..:. or makes easier to 10 technology eliminates 

try • tary from new en . . fi lt to keep propne : are difficu • Internet applications 

entrants ·into many industries 
ts has come • A flood of new entran 

61 



Internet impact on bargaining power of suppliers 

• Procurement using the Internet tends t . b . . 
0 raise argaining power 

over suppliers, though it can also give suppl· 
1ers access to more customers 

• The Internet provides a channel for suppliers to reach end users, 
reducing the leverage of intervening companies 

• Internet procurement and digital markets tend to give all 

companies equal access to suppliers, and gravitate procurement to 

standardized products that reduce differentiation 

• Reduced barriers to entry and the proliferation of competitors 

• Downstream shifts power to suppliers 

Internet impact on the bargaining power of customers and sales 

channels 

• b aining power over • Eliminates powerful channels or nnproves arg 

dit. 1 channels It's Shifts bargaining power to end tra 10na, · 

d Reduces switching costs. consumers an 

b titutes· 
Internet impact on su s · efficient, the Internet can 

dt try more ef1cit , aki the overall indus • By m ng 
. f the market. . 

expand the size ot ates new substitution 
: iternet approaches crea e • The proliferation of In 

threats. 
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9.3.4. The use of ICT and Porter D;, 
mnond to build industry: competitiveness of 

1. Factor (supply) conditions· Th 
· e firm had 

intermediate term I CT strate to develop short or 
gy to provide sufficie . 

technology to maintain and su t . nt infrastructure and 
s am effective basic ICT . 

B · dri operation 
a. usmess ver: Sustainability. . 

b. Firm response (Firm ICT 
. . strategy): ICT Innovation and 

Capability, and Upgrading. 

2. Firm strategy and rivalry: The fi had . · rm a to develop short or 
intermediate term I CT strategy to imple t ICT . . men applications for the 
firm productivity improvement. 

a. Business driver: Operational Excellence. 

b. Finn response (Firm ICT strategy): ICT Implementation for 

Productivity Improvement (MRP, ERP, Benchmarking, TQM, 

and Web-Services Solutions). 

3. Related and supporting industries: The firm had to develop short or 

intermediate term ICT strategy to collaborate with other forms in the 

industry to drive for lower production cost, lower inventory, fast 

delivery, and improving quality. 

a. Business driver: Business Networking and Partnership 

b. Firm response (Firm ICT strategy): SupplyNalue Chain 

Implementation (SCM/VCM). 

D d dit
. . The firm had to develop short or intermediate 

4, +eman con tions. 
demand and to be able to 

term ICT strategy to understand customers 

response 
a. Quickly to the world market. 

b B . driver Customer Intimacy 
. 'usiness · tt ry): Customer Relationship 

(Firm ICT stra eg · 
c. Firm response ,,, s% rketing, customer call 

RM) includmg telemar! » 
Management (C ' • 

:, and customer analysis. 
: information center, business 
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zJ.5. JCT affect the generic strategy: 
As the field of strategic man 

. · lagement has expanded 
and practitioners have shown incr . . ' strategy researchers 

· (easmg interest in the . 
technology (IT) in strategy formulation . role of information 

and implementati 
impacts on frnancial performance. a ion, and in its 

One of porter diamond element is th . . 
. e organization strate stru 

rivalry which we discussed but in this s f gy cture and 
. . ec ion we discuss how finn strate 

and genenc strategy are affected by the ICT . gy 
especially at the internet level. 

1. Internet and cost leadership: "doing the s thin " . ame gs better (operational 
effectiveness): 

a. The internet is a powerful tool for increasing operational 

efficiency: Speed-up and simplifies information processing and its 

Openness of the Internet allows achievement of these efficiency 

improvements at relatively low cost. 

b. But improvements can only be a source of competitive advantage 

in the case that they are higher in relation to competitors: due to the 
openness and the degree of standardization of the Internet all 

competitors may achieve nearly the same improvements. this 

reduces in fact the range of differentiation opportunities, and may 

lead to a price-based competition. 
c. Improvements in efficiency are a strategic need, but more 

important is a strategic differentiation. 

2. Internet and differentiation: 
"doing different things" (strategic 

positioning): · : rows the more the efficiency 
a. The importance of differentiatwn gr 

advantages are hard to realize. . 
fi b'lity rather than Just growth, an :. focus on profitabl 

b. It requires a strong -.: mnd a willingness to 
:. value proposition, @ 

ability to define a um1quc 3 . what not to o. 
make tough trade-offs in choosing 64 



c. Seek for strategic opportunit ties. 
d. Configuration of a tailored 1 . 

Value chain (or ne 
e. Achieve the advantages b . twork of partners). 

y managing the relatic : 
implementing an ICT. Honship, not only by 

f. Try to build up unique assets. 

Examples of strategic impact of such syster · b . min usiness: 
• In pharmaceuticals distribution, MckK .: . > esson pro- vides its pharmacists 

with computer terminals that allow th t em O enter orders directly, 
simultaneously improving customer service and increasing switching 
costs. 

• Federal Express drivers use hand-held computers and a sophisticated 

data management system that improve service and reduce costs, making 

overnight delivery services profitable and affordable to customers. 

• Merrill Lynch introduced the Cash Management Account (CMA), based 

on an information sys- tern that combined customers' checking, savings, 

credit card, and securities accounts into a single statement, automatically 

investing unused funds in interest-bearing money market funds. 

• Large retailers like Toys R Us and Wal-Mart use sophisticated inventory 

management technologies, including electronic data inter- change with 

suppliers, to increase operational efficiencies and improve services. 
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9 3.6. Porter's Value Chain: 

Porter argued that firm's . opportunities to c 
occur at different steps in the 1 reate competitiv d value chain Th e a vantage 
primary and support activities that ·. e value chain is made of th 

. contribute t e tht . Oafi' Increasmg a margmal value is th . · rm's margin val e objective of th ue. 
Margin is the value of the firm' e chain model while the 

s products and servi 
perceived by the firm's customers p· ices less their costs, as 

. . . . ' rrms can create 1 
activities which Porter calls value t· . . value by performing activities. 

M. Porter's Value chain p 
Human resource 3 p management 

0 
r Technblogy development 

rocuremert 

Inbound 

logistics 

Operations Outbound 

logistics 

Marketing 

and sales 

Services 

Primary activities 

Figure 12: Porter's Value Chain. 
Every value activity has both a physical and an infonnation-processing 

component IS component encompasses the steps required to capture, 

manipulate and channel the data necessary to perfonn the activity additional 

advantages that can be achieved by linking the finn' s value chain to those of 

other organizations creating an inter-organizational system (IOS) where in 

which The participating firms (business partners) work as a coordinated unit, 

creating a synergy that cannot be achieved by working alone Porter termed 

this the value system. 
S% rp po liees 
Vallie CO2sirs 

: 13: The Value System, 
Figure '· 
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Transforming the Value Chain: IT 
Is adv: · 

nologies for physical processing This '@Bing faster than 
tec! 5» 1S expands the -s: 

panies can do faster than managers c inuts of what 
com] an explore the opportuniti 
generating more data about activities and Hes, also IT 
is products, infonnation th t 
ot available before, There is a higher informati . a was 

n . . . on content in products and IT 
nhances the ability to expl01t linkages betwec c . . 

er en activities both inside and 
outside the company, IT allows companies to coordinate activiti : . 

Iv1ties in widely 
dispersed geographic locations, finally IT can store and h 1 e p analyze the 
flood of information. 

23.7. How to use ICT in stone and marble industry: 

E-commerce and the use of ICT in shape a competitive advantage are 

more essential now which new economic and the globalization restriction 

both are now put the ITC in a main player position to have competitive 

advantage as a model represent: 

lnformat 

enables 

defines. shaoes· 

VALUE,wich 
►------------+1 Maintaine CA 

W 

creates 

/ 
Business process 

; 
create 

I 

E-Commerce,ICT, 
Business Processes 

defines 

Business strategy defines 

EC or ICT 
strategy 

:. 14: The Use ofICT. Figure · 
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Many points discusses the appli : 
·· Plication of E-c 

stained competitive advantage for ·Oinmerce and ICT i, 
st Yan organization 
{ Use of internet and e-commerce i» S Or sector: 

. . . · In marketing which . 
organizational web site ,and advertis ,Will be achieved by 

1sement in other 
marketing through visit web site th t portal, and form, and 

. . a are related industry. ' 
2. Use of computer application in control work fl 

. . ow and monitori 
3. Increase work productivity of employees by t ng. au omated many worki · 

accounting 'and the use of e-banking' a d · ng like 
. ' n automate order schedule and so. 

4. Use of e-commerce in market research and . . . segmentation and automate 
their process will save cost and time also ec ommerce here enable them to 
use of one to one marketing which will th . serve em in customer 
relationship building. 

5. E-commerce allow them to make more faire comparison of their machine 

supplier, since stone and marble cutting firms are import there machine 

from many country like Italy, and china. 

2.3.8. Challenges of the ICT: 
However ICT and e-commerce are many interesting application in the 

shape a competitive advantage it has many challenges like: 

1. Internet access that is limits percentage of people and firms in the 

world to access to the internet. 
2. Computer software program too costs; much computer software is 

costs and off the 'shelf software is high cost for an organization. 

3. Online Marketing and advertising cost. 

ID
. use and apply ecommerce and software 

4. Skills reacquired 

administrative. 
d t 

...m,ne which system are 
d 

din how to e e1 llJ.U. ... 
5. Lack of un erstan g k of system 

. . s with the broadly package 
effective for an organizat10s, 1;fferent between these 

Understanding the di 
and there are less 

system. ;, {he dominant language in the 
6. English language which 

commerce transaction. 68 



Chapter Three: Findings and D; .. Iscussion: 
Research methodology and Statisti 1 • 

3,l. . . ca Analysis: 
A combination of the quantitati a 1ve and . • 1· · qualitative h . inploymg qua itatlve and quantitative d . methods is used 

e ata in order to test h 

3
,1. 1. Statistical processing: t e hypotheses. 

After collecting the data, research t h . earn ad review the 12 . 
which had been filled and research tea questionnaires 

m was able to get them back in the 
period lasted for 3 weeks from 26/5/2009 . . . ' review was to enter its data into 
computer, and it entered with specific numbers thr h ' oug convert words "oral" 
answer to numbers, while number 5° represent . very negative, number 4 
negative, number 3° moderate, number "2"° positive, 1d ab t, , an num er "l" very 
positive. When the number is increase the competitive advantage of stone and 

marble large cutting firm in south of west bank decreases, and vice versa. 
The processing of required data was done through output the numbers, 

percentages, mean, and standard deviation. The hypothesis of the research 

was tested at level a=0.05, through using the following statistical tests: Factor 

Analysis, Cronbach alpha, Regression, and all were on SPSS. 

3.1.2. Consistency of Research Tool: 
The consistency of research tool was calculated by internal consistency, 

through calculate consistence equation (Cronbach Alpha), and the results are 

explained in the following table: 
Table (1 ): Results of (Cronbach Alpha) for research tool: 

=a717 • No.of Alpha 
., s is. »' > 

paragraphs 
• --✓ ( ✓ • 1 • • 

ff ± y < : lements 
• How do you evaluate the following c 

• 1 · d tries? that help in developing local In us 

• Factor Conditions 

• Demand Condition 

value 

23 0.897 

9 0.706 

6 0.753 

8 0.753 

5 0.524 
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• Related and Supporting InduStries .«ructure do 
• Which of the following industry ° ~- 



Ou consider to be the critical threat t 
Y s o the 
future of your business 

Which type of generic business strate . 
t . gy IS 

most closely related to your firm's strategy 12 0.930 
% Using the Internet and IT helps you to 

8 0.871 

3 Sample Demographics: 3.1. . 
,.....-- 

Table (2): Sample Demographics: 
..• ,. ' .. . '.. -;-- '0-. ;' .: : . ·~t -'.J; ' . . - ,---- &Variables> lNumber ]Percent ] Value lld'TT?& "" ' j 4 {­ District - 

~ 
Bethlehem 5 41.7 • 

~ 
Hebron 7 58.3 • 

~ 
The firm is built on area - 

Industrial 11 91.7 • 
Agricultural 1 8.3 • 

0 - • Residential 
Legal Status 

Sole proprietorship 2 16.7 • 
75.0 9 • Partnership 
8.3 1 • Company 

- 
The type of y_our firm: 

66.7 8 • Family 
33.3 4 - • Non- Family - 

f land possession - Typeo 
91.7 11 - Private - 8.3 • 

1 - --- e • Leased - --a - - ---- ooo» • Guarantee . - f funding silo 

Main source O .----;:--- . 66.7 - 
---- 8 ~-- • Private ] +'250 [ __ 

• Family ~ 8.3 L---- 
------ 1 L---- • Banks l 70 



• Loan institutions 
I 0 -- - 

Source of machinery 
• ialy so 

3 25.0 % Turkey 1 8.3 ~ Italy+ Turkey • 4 33.3 
i--- Italy+Germany • 1 8.3 
aw Italy+others 1 • 8.3 
,.-- Italy + Turkey+ others 2 • 16.7 
~ Have you added new production line or expanded 

the firm after year of Establishment 
~ 

Yes 11 91.7 • - 

• No 1 8.3 

Do you prefer to employ administrators 

Yes 10 83.3 - • 
No 2 16.7 • 

Do you train your employees 

Yes I 12 100.0 • 
Do you have a quality control system 

9 75.0 - 
• Yes - 

3 25.0 • No - 

If not, do you think to adopt it later 
- 

e 

2 66.6 - 
• Yes 

33.4 1 • No - 
Do you use a computer - 

100.0 
I 12 - • Yes 

et and JCT - Do you use an Intern 10 - 83 .3 - • Yes le» 

16.7 2 
No [ • 
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4 Research Questions: 3.l 3 .1.4.1. Question one: 

RQl: To what extent Porter's d; 
Lamond mode] 

competitive advantage ~0 ° e facets can . 11 r stone create a 
southern West Bank? a

nd 
marble cutting firms in 

The question could be answered b 
y output of numbers . 

standard deviations for the elements of th . ' means, and 

bl 
e evaluation as it explained in 

the ta e. 

Table (3): Means, and standard deviations for th 1 
. . e elements of the 

evaluation that help in developing local ston d . e an marble industry, are 
ranked by the degree of importance. ' 

, Standard Meam 
'deviation 

• Political and economic uncertainties 4.33 0.65 

• Local demand 3.66 0.98 

• The local and international market 

accessibility 
3.66 1.15 

• Bureaucratic rules and regulations 3.66 0.77 

• Infrastructure costs 3.41 1.08 

• The relationship with research and training 

centers and universities 
3.33 1.07 

• Infrastructure availability 
3 .33 

3.16 

0.88 

0.71 
• Acquiring Capital 

• The relationship with public institutes 
3.08 0.90 

• The relationship with governmental 

institutes 

3.08 0.90 

f the evaluation that help in 
1 . the elements o f 

The previous table explains ranked as degree O 
ble industrY, are r . 1 

developing local stone and mar! .:> uncertainties, Loca 
:4:. sf d economic . ith Political an 

importance. And its start WI 72 



demand of stone and marble, the 1 1 
. . · local and . 

accessibility, Bureaucratic rules and ternational marl regulation I arket 
:. 3hit ith S% lnfrastructu 

relations± ip wit research and trainir 'IIe costs, The 
. . · Dlg centers a d . 

[nfrastructure availability, Acquir>4, @¢ universities ring Capital, The «.. 
public institutes, and the relationship with relationship with 

· governmental · · 
That's as explained at calculated m . lllStltutes. 

ean m table above. 
The mean of answers on the relationshi . 

· · · Ip with governmental institutes 
showing a weakness in this relationship and 

. . . ' upon research team opinion 
Palestinian government until today still having . · · no strategic or clear view 
to support any industry in the Palestinian territories d t . . Iue o uncertainty in 
the political situation, the poverty of the government d · d an its ependence 
on international aid. 

The mean of answers on the relationship with public institutes 

showing a weakness in this relationship, and upon research team opinion 

this weak relation refer to the lack of coordination between firms in their 

relationship with these institutions coupled with the shortage of Union of 

Stone and Marble (USM) in doing his responsibilities. 
Also stone and marble cutting firms do not commit to their 

responsibilities toward these public institutes, for example most of stone 
and marble cutting firms are debited in millions to the municipality for 

prices of electricity and water. 
. . f 1swers shows a weakness 
The aspect of acquiring capital mean ° an 

th hi h start up cost needed to 
and this upon research team refers to e g . 

. and very expensive operating 
operate a stone and marble cutting firm, 

costs especially electricity and water. d n investment 
. firms do not depen o 

While stone and marble cuttmg . which is not a 
f family financing 

companies, they depend on sel; or 

sustained source of capital. 
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1 4 2 Question two: 3 .... 

Q2. To what extent different scenarios of th . 
R · . . e genenc strategies affect 

the competitiveness of stone and marble tt· fi . 
Cutting firms in souther West Bank? 

This question is answered by output of numbers, means, and standard 

. t·ons for the elements of the evaluation which about determine the deviatl 

titive Advantage. And that as it explained in the table. Compe 

+ale (e, Nass, aas aid saa astaos roe ans or 
luation which about determine your Competitive Advantage are the eva 

anked as degree of importance. 

pelt±g ]]Standard 
Mean ··. 
; 4% deviation 

to develop new generation of , Time necessary 

product 

o Revenue growth 

, Profitability 

• Return on Investment 

, your market share 
d cts of total turnover , Percentage of new pro u 

• Exportation 
• Employees keep on 

• Customer keep on 

3.08 1.72 

3.08 1.44 

3.08 1.50 

3.00 1.53 

2.83 1.64 

2.58 1.37 

2.50 1.56 

2.41 1.37 

2.16 1.26 

2.16 1.52 

t·sfaction • Your employees sa 1 

• Customer satisfaction 
: mhich about the evaluation W 

. th elernents of f importance. 
i explains 1c as degree O The previous table is are ranked a aeneration 

, . . ve Advantage develop new o determine your Competil!' r;,ne necessary tO 
duct1on, And its start with Cost re 
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f Product, Revenue growth Profit b" . 
ol > ability, Return o 
,ret share, Percentage of new prod 99 Investment, y 

ma 1uctsoftotalt 9 'Our 
That's as explained at calculated . mover. 

. mean in table above 
The mean of answers 1n respect of · 

customer satisfaction h . 
. doing so. And upon research team O . • . Shows difficulty 
in pinion this ref · aers to Una stomers of the technical specificatic - ±Wareness of 
c ons of stone d 

. . d dd an marble which distinguish pnces an a value of the fi 1 c 
ma product, this means hi :h 

ith it stc li g" cost product w1 ou cus omer rea 1zation of value . 
and it lead to unsatisfied 

customers. 

According to experts bad economic situation for p 1 . . alestinian people lead 
them to search for lower prices products despite quality thi , s creates pressure 
on firms expressed by the mean of answers of cost reduction aspect which 

shows that it is the most important. While stone and marble cutting firms face 

a lot of problems in processing low quality stones due to its defects. 

The mean of answers in respect of employee satisfaction shows a lack of 

satisfaction between employees, this upon research team opinion refer to the 

bad conditions of work in stone and marble cutting firms, employee should 

work long hours in unhealthy conditions dust, water and noisy sounds are the 

main factors of unsatisfied employees. 

3.1.4.3. Question three: 
f petitive advantage for 

RQ3: To what extent ICT acts as a source O com 
. fi . southern West Bank? 

stone and marble cutting firms mn and standard 
tput of numbers, means, 

This question is answered by out the Internet and IT 
de -. 5f the evaluation of using 
eviations for the elements o e e d that as it explained 

t' tive advantage. An 
(computer) act as a source of cornpe 1 

in the table (5). ients of the evaluation of 
deviations for the elem 

Table (5): Means and standard e of competitive advantage are 
. ) t as a source 

usmg the Internet and IT ( computer ac 

anked as degree of importance. 



Elements 
Mean 

deviation 

Pay roll 2.00 
• 

Sales • 0.28 

• Printing 
1.91 0.28 

• Inventory 
1.83 0.38 

Link business with information 
1.66 0.49 

• system 1.58 
• Production 

0.51 

Others 
1.50 0.52 

• 1.16 0.38 

The previous table is explains the elements f th . o e evaluation of using the 
Internet and IT (computer) act as a source of con etitiv mpe itive advantage are 

ranked as degree of importance. And its start with A · p ccountung, 'ay roll, 

Sales, Printing, Inventory, Link business with information system, 

Production, Others. 
That's as explained at calculated mean in table above. 

Payroll, sales and printing are widely used in stone and marble cutting 

firms and it's upon research team opinion the use of computer in these areas 

refers to the ease of its use, standardization of its application, its low cost of 

setup and implementation, and unskilled employees can work on these 

activities. The use of computer into accounting is widely used due to its 

importance in determination of costs, profits, tax which take the priority in 

these firms. Link business with information 
Computer operations of Inventory, . . . 

4 5on research team opinion this 

system, Production are rarely used and its up . such systems, the high cost 
refers to the need of skilled employees to operate . d ;Aith information systems all 
Of systems that link the whole firm operations .:,r restrictions 
th :. ient the system are Jl]llJO 

© need of experts to setup and imple!fl 

on the use of computer in these operations. 76 



Table (6): Means, and standard d . 
4luation of using the Interns}. @tions F5 . . d e and IT (Int r the elements 
npetitive advantage are ranked. """©!and 1p), the e as de act 77Eye #eeofis, "®"source or 

. '· ' . . . Elements . . ance. Answer (Yes) 
Mean Standard 

• A tool for communicating 

• A tool for advertising and k . marketing 

• A tool as fax 

• A tool for selling 

deviation 

.380 

1.75 .450 

1.75 .450 

1.58 .510 

• A tool for improving interaction within the 

company (processes/ organization) 

• A tool for conducting banking and financial 

1.50 .520 

1.33 .490 
transactions 

• A tool of integration 1.33 .490 

• A tool for buying 1.33 .490 

• Others 
1.00 .000 

The previous table is explains the elements of the evaluation of using the 

Internet and IT (Internet and IT) act as a source of competitive advantage are 

ranked. as degree of importance. And its start from a tool for communic@US» 

a tool for advertising and marketing, a tool as fax, A tool for selling, A tool 
fo · · · ) A 
!mnproving interaction within the company (processes/ orgaml@ 

too] for conducting banking and financial transactions, A tool of integration, 

A tool fc 6 . [Or uymg, Others. 
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Table (7): Means and standard . 
deviations j 

. or the el 
evaluation of using the Internet and IT I ements of the 

(Internet and IT) 
. • d act as a ppetitive advantage are ranked as de S0urce of 

co! egree of import ance. An Fi REI Swer(No) 
%% lements 

% Do not know how to cope with'the 5 

rules governing this area. 

Standard 

deviation 

complex 1.16 .380 

% Uncertainty about benefits 1.08 .280 

% Uncertainty about the legal, regulatory and tax 

environment 

1.00 .000 

o The high cost of Internet access 1s a further 

impediment 

1.00 .000 

• The predominance of English on the World 

Wide Web 

1.00 .000 

• Ensuring the security of payments and privacy 

of personal data 

1.00 .000 

• The fear of too low use of e-commerce by 

customers and suppliers 

1.00 .000 

1.00 .000 

• Low level of technological expertise 
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(8): Means, and standard . 
% 5f+sir deviations f 

valuation of using the Internet and IT {9" the elem . (helps o · ents of the 

S 
dearee of importance. J u In business to) a i:, are ranked 

j ~ • • • 

#] Elements 

• Reduce transaction costs 

• Reach new suppliers 

Mea, Standard 
,deviation 

• Improve quality 

• Increase the flexibility of your firm 

• Defend yourself against competitors · . engaging in 

E-commerce 

• Work with large firms (local and international) 

• Enter new markets 

• Increase market share 

2.83 1.58 

2.50 1.50 

2.50 1.44 
2.00 1.20 

1.75 0.96 

1.58 0.79 

1.33 0.65 

1.33 0.65 

The previous table is explains the elements of the evaluation of using the 

Internet and IT (Internet and IT (helps you in business to)? are ranked as 

degree of importance. And its start from Reduce transaction costs, Reach new 

suppliers, Improve quality, Increase the flexibility of your firm, defend your 

self against competitors engaging in e-commerce, Work with large finis 

(local and international), Enter new markets, Increase market sha1©: 
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search Objectives: (Confirmato 
2 Y'¥Factor.Ar : 

The tables show that the confirmato, "@lysis); 
. ry factors are 

th
at there is an internal consistency of more than o.5. It cach construc mneans 

C d.ti ct ,\, Factor Conditions: 
Table (9): 

• 0.745 
% Acquiring information 0.749 

, political and economic uncertainties 0.798 

% Bureaucratic rules and regulations 0.734 

, Infrastructure availability 0.641 

, Infrastructure costs 0.896 

o Inconsistent raw material quality 0.815 

, Technical qualifications 0.451 

• The market accessibility 0.879 

3.2.2. Demand Conditions: 

Table (10): 

• Local demand 

Factor 

0.616 

• International demand 
0.738 

• Product image in the international markets 
0.757 

• Customer awareness with regard to product 0.599 

quality standards 
0.312 

• Sophisticated customers 

• Supplier buyer relationships have depended 

on the family and Supplier buyer 

1 · the family 
I'elationships have depended OD 

and personal ties 

0.789 
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3 Related and Supporting Industr 3.2- r1es: 
Table (11): 

77V Element 
' ·y.4 a v Factor 
.1aa. .an.an... ' Te relationship with local banks 

, The relationship with insurance firms 

, The relationship with research and training 

centers and universities 

, The relationship with local manufacturers 

, The relationship with public institutes 

, The relationship with governmental institutes 

0.800 

0.579 

0.748 

0.802 

0.766 

0.796 

, The relationship with stone cutting firms in 
0.438 

the same region 

, The relationship with firms from other 
0.913 

sectors ( design/ marketing) 

3.2.4. Five Forces: 

Table (12): 
.1 ,l 

' .. ·.. . ~ '· 

• The intensity of rivals 
0.904 

• The power of buyers 
0,959 

• The power of suppliers 
0.892 

• The threat of substitutes 
0.869 

0.883 
• The threat of new entry 
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:Balanced Score Card: 
;25 

Table (13): 

Element 
Factor 

· ~ntage of new products of total turn er over o.940 
rune necessary to develop new generation ,FI , I 0 
products 

, customer satisfaction . 

, Your market share 

, Customer keep on 

, Your employees satisfaction 

, Employees keep on 

0.737 

0.887 

0.819 

0.798 

0.957 

0.788 

, Return on Investment 0.909 

, Profitability 0.875 

s Revenue growth 0.894 

, Cost reduction· 0.940 

• Exportation 0.737 
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pq%search Hypothesis: 
;3.> 
re main hypothesis of this research can 

. . be defi d 
,: There is no significant relati. ""Pd as follow» 

[. R' laltlonship 6% 9w: · · etwee p 
nd the competitiveness of stone and n otter's diam . . marble cuttin ond facets 
Bank· And this main hypothesis c g firms in s th overs 4 sub-h . ou ern West 
).1. There is no significant relations; "POthesis as follow: 

. . P between fa 
competitiveness of stone and m bl ctor ·conditions a d ar' .e cutting firm . n the 

The (Standardized Reg . . s m southern West Bank 
ression) is used tc' 

hypothesis which related b o ensure validity of this etween factor c .. · 
competitiveness of stone and b], COnditions and the mar le processing firm . 
West Bank. s in southern 

. ardize Regression) with the 
related between factor conditions and th .. . e competitiveness of stone 
and marble processing firms in southern West Bank. 

iriables ] Beta ]Statically value 
, ti ± o " 

Table (14): Results of the (Stand d' d 

Factor Condition 0.851 0.00 

R Square= 0.725 

Previous table is highlight the influence relationship with 

statically value at level a=0.05 between Factor Condition and 

competitiveness of stone and marble cutting firms in southern West 

Bank. 
There is Direct relationship that when increase in the level of 

· • · · f stone 
Factor Condition there is also increase in competitiveness O 

. th West Bank and vice-versa. 
and marble processing firms in sou ern 
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1 2. There is no significant relti " atuonship b . · etweer d 
competitiveness of stone and: " emand cor +wr Inarble cuttir 9ditions and th 

Ing firms in south e 
em West Bank. 

The (Standardized R . 
· · iegression) is used t 

hypothesis which related be 9 ensure validity ±: etween D 1 Y of this 
· · emand C competitiveness of stone and -onditions and the 

. marble processin . . 
West Bank.. that 1s explai d. g firms in south ne m table(15), em 

Table (15): Results of th (S e itandardized R . 
related between Demand C d' . egression) with the 

onditions and the c .. 
stone and marble processin fi . ompetitiveness of 
. . . .. g 1rms 1n southern West Bank 

; iables.73777° /Sarai value 
. . . .~ .. ~ . 

Demand conditions 0.904 0.00 

R Square = 0.817 
Previous table is highlight the infl uence relationship with 

statically value at level a=0.05 between Demand conditions and 

competitiveness of stone and marble processing firms in southern 

West Bank. 
There is Direct relationship that when increase in the level of 

Demand conditions. There is also increase in competitiveness of stone 

and marble processing firms in southern West Bank and vice-versa. 

1.3. There is no significant relationship between related & supporting 

industries and the competitiveness of stone and marble cutting firms in 

southern West Bank. . . d t nsure validity of this 
The (Standardized Regression) is used t0 " ,, d &: upporting industries and 

hypothesis which related between relate suF . ble rocessing firms Ill southern 
the competitiveness of stone and roar p 
West Bank .. that is explained in table(l 6). 
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Table (16): Result s of the (S 
related between rel t d tandardized R . ate & 'egression) wit 

·· Supporti 'It th 
competitiveness of stor "® indus> "° ne and marbl Stries and 
West Bank e proces · the smg firms . In southern 

Related and Supporting I d . ntustries 0.781 
0.003 

R Square = 0.610 
Previous table is highlight the . 11 influence relationshi . 

statically value at level a=0.05 JP With . between Related and . 
Industnes and competitiveness fs Supporting o stone and marble . 
in southern West Bank. · processmg firms 

There is Direct relationship that h . . w en mcrease m the level of 
Related and Supporting Industries th . . ere is also increase in 
competitiveness of stone. and marble processing fi . irms in southern 

West Bank and vice-versa. 

1.4. There is no significant relationship between firm's strategy and the 

competitiveness of stone and marble cutting firms in southern West Bank. 

The (Person correlation) is used to ensure validity of hypothesis 

which related between firm's strategy, and the competitiveness of 

stone and marble processing firms in southern West Bank. • that is 

explained in table(l 7). 
Table (17): Results of the (Person correlation) is used to 

. hi h lated between firm's 
ensure validity of hypothesis w c re a 
d ' ilry and the competitiveness of stone 

strategy, structure, an nva 
:. ither West Bank. 

and marble processing firms Dl sou Statistical 
· ·-· b r Value(r) 1 

variables Numb! value 
, ,.. . . . . . . . 

0,416 
0.178 

Firm Strategy 
12 
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Previous table is highlight th . 
e dtrect relationshi . 

value at level a=0.05 between fi , P With statically 
inn s strategy and c .. 

stone and marble processing firm . ompetitiveness of 
. . . . . s in southern West Bank 

There is Direct relationship that whe :. © 
. . en increase level in the > 

strategy, there is also mcrease in com; :ti firm s 
. · petttiveness of stone and marble 

processmg firms in southern West Bank d . 
anc vice-versa, 

1 5 There is no significant relationship between firm's str, . 
• • • • .uu1 s sI icture and nvalry 

and the competitiveness of stone and marble cutting firms in southern 
West Bank. 

The (Person correlation) is used to ensure validity of hypothesis 

which related between the firm's structure and rivalry and the 

competitive advantage of stone and marble processing in southern 

West Bank .. that is explained in table(l 8). 

Table (18): Results of the (Regression) is used to ensure 

validity of hypothesis which firm's structure and rivalry and the 

competitiveness of stone and marble processing firms in southern 

West Bank. 
Statistical 

Beta value 

0.027 
tensity of rivals -0.131 

• 0.752 .0.059 
• Power of buyers 

0.889 .0.853 
• Power of suppliers 

0.560 0.185 

• Threat of substi [,, 
- 0.050 • Threatofentry i_ _ 

'psqare=0.395 ,, relationship with 
th influenc 

• highlight e firm and the 
Previous table 1s :,:5] threats to the 

9.05 the critical in southern 
statically value at level a · arble processing firms 

Of stone and m competitiveness 

0.335 
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There is Inverse relationsh; 
. ip that whe . 

structure and nvalry there is 1 n increase in th fi , a so decrease in e mn s 
and marble processing firms . competitiveness of t In southern W s one 
h 

. . . est Bank a d . 
HQ: There is no significant relati s. ±00 vice-versa KU attonship betw 
coJ11petitive advantage of stone and m bl . een the lCT and the ar e cutting fi . 
pank. Was discussed. FS in southern West 

;4. Results: 
The analysis of data rejected the fifth sub h oth . . . yp iesis. there are Inverse 

relationship that when increase in the level of fi , . · Iurm's structure and rivalry 
there is also increase in competitiveness of stone and m bl . ar e processing firms 

in southern West Bank and vice-versa. 

It is noticed that the "high the level of firm's structure and rivalry with 

high competitiveness" the firm's structure and rivalry has the highest 

influence on the competitive advantage of the large firms working in 

processing the natural stone in the South of West Bank. However, due to the 

high level of local rivalry between large stone and marble firms is become 
enmity and it's considered as personal rivalry and it's have negative 

influence on the national competitive advantage. 
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,ecommendations: 
3· According to statistical analysis of 

. . data, and the 
te
am is highly recommended the follo . results built on· r wing for lar e , esearch 
rs in southen1 West Bank g st0ne and marble cutting 

1. Improve the work conditio . . • onsmtheirfirmsb 
operating machines and settin± Y adoptmg standards of 
· £amr and water filter> : 
increase employee satisfacti . nng m order to 

. . on, and improve performan 
2. Adopt policies encourage the c t ce. 

. ustomer retention in order to 
the customer beneficial Off e . make 

· ring new customers differentiated 
products at a reasonable cost will b •1t . uL a strong image on his mind 
about the firm and he will be back agai ith In wit more demand. 

3. Make a promotional campaign to learn t cus omers about the 
technical specifications of stone and marble th t if th , a 1 e customer 
knows more he will be more able to make an action. 

4. Improve the relationship with stone and marble cutting firms in the 
same region, efforts must be more coordinated relationship to 

improve competitive advantage of stone and marble cutting firms 
in southern west bank. This issue can be improved through 

building coordination channel between these firms, USM and local 
universities can build inter-organizational system to help these 

firms in making Beneficial and matured coordination. 
id · d those researchers with 

5. Adopt academic researchers an provi e 
. .11 b fi lly to the sector benefit. 

data needed for projects and it WI e ma 

. for related authorities: 
And research team recommends the following . th ring and Marble (USM) in gat e 

6. Activate the role of Union of Stone , to public and 
d Representation! 

the voice of these firms an . participate firms. 
. behalf of the unroll 

government institutions on pand alobally by rn etitive to ex o 
7. Help firms that are locally co p E art Management 

and Marble :XP 
working on establishing a Stone . f th MinistrY of National 

{bution 01 V 

Company (EMC), by the contri! 88 



Economy, USM and Bethlehem and He 
©bron Champers of Commerce. 

S. Improve the technical qualifications ' W 

hni al 1. m est bank market ' There are poor tee c qualifications (par f F 
. . 

0 actor Conditions) that have nnportant role and impact on the +; 

1 national stone and marble 
competitive advantage, which will lead to imn . . . 

9Tove competitive 
advantage, Palestine Polytechnic University ism its way tu :iill foe 

shortage by opening the stone and marble major at the university. 

Ad for colleagues working on academic research 

9. Study the stone and marble cutting firms in details specially 

nrodnction and marketing process in order to improve efficiency 
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Appendix (1): Question . 
naire (English) 

tone: Firm's Profile: 
par 

1. District: D Bethlehem 
Name of firm:.... : .. 

. ··············· 
3. Date of Establishment: . . . . .. . . . ······· 
4. The firm is built on area: □Industrial 

[IResidential 

5. Legal Status: □Sole proprietorship □Partnership 

□Company □Others ( 

6. The type of your firm: □ family 

7. Type of land possession: □ Private 
[] Guarantee 

8. Main source of funding: □ Private 
□ Banks 

9. Source of machinery: □ Italy 
□ Germany 

D] Hebron 

□Agricultural 

□Turkey 
D Others ( 

) 

[] Non family 

D Leased 

□ Others ( 
D Family 
D Loan institutions 

) 

) 

10.Have you added new production line or expanded the firm after year of 

Establishment? DTYes [JNo 

11.Number of firms employees ... • • · · .. · · · .. · · · ·· · .... · · · 
d . . tr t rs? DY es 

12.Do you prefer to employ administrator>- 

13.Do you train your employees? 
14.Do you have a quality control system! 

15.1f not, do you think to adopt it later? 

□No 

LJYes 

LJYes 

LTYes 

□No 
LJNo 

JNo 

1 



rwo: Environment: 
p! aw do you evaluate 
j. © 

· 9 adustr1eS: ---------- 
the following 1 elements th at help i d n teveloping local 

iring Capital 
crag loforation 
~tical and economic uncertainties 
, Bureaucratic rules and regulations 
[ reaucratic rules and regulations 
Hfrastructure availability 
[, itrastructure costs 
, consistent raw material quality 

VC]'y 7,, 
Neg. Neg. Mod Po, Very' 
I [US J 

~ Technical qualifications 
~ The market accessibility 
• Local demand 
s International demand 
• Product image in the international 
markets. 

• Consumer awareness with regard to 
product quality standards 

• Sophisticated customers visit many 
• manufacturers before purchasing 
• Supplier buyer relationships have 

depended on the family and personal ties 
• The relationship with local banks 
• The relationship with insurance firms 
• the relationship with research and 
training centers and universities 
• The relationship with local manufacturers 
3 The relationship with public institutes 
• The relationship with governmental 
tHstitutes 
' The relationship with stone cutting firms 
in the same region 

• the relationship with firms from other 
sectors ( design/ marketing) 

2 



,,niich of the following industry t S ructure d h fu f O You • greats to the :uture of your business (Ra. Osider to 6 · {tank in order e the critical 

t
an area ofmaJor threat)? 

1
, area of maj thr no or t eat & 5 ' 

The intensity of rivals 

, The power of buyers 

,The power of suppliers 

, The threat of substitutes 

The threat of entry 

1 
4 

part Three: Firm's Strategy and Performance: 

3. Which type of generic business strategy is most closely relat d t fi e to your firm? 

Your firm is the low cost producer in the sector. The standard products are 

offered in a broad market area. 
Your firm offers differentiated products, and they are produced at lowest 

cost. The products are offered in a broad market area. 
Your firm is operating in one or a few specific market niches and offers 
standard products. Within this market niche, your firm is the low cost 

producer. 
Your firm is operating in one or a few market niches. [n these niches many 

- 
differentiated products are offered and produced at low cost'as possible. 

· · th ctor The standard 
Your firm· is NOT the lowest cost producer in 1© se · 

products are offered in a broad market area. 
r---. 

. d cts and you are NOT the low 
Your firm offers many differentiated pro u ' d . a broad market area. 

:---__ 
cost producer. The products are offere m • hes and offers . £ s ecific market me 
Your firm is operating in one or a ew ·P • NOT the low cost 

.:. et niche, your firms 
standard products. Within this mar e ' 
- producer. . bes In these niches you 
7 ? afew market nlG ? 
Your firm is operating in one O!'_ T the low cost produce _ 

rr firm is N offer differentiated products, yo 
3 



r1ow do you evaluate the followi 1 P ng e eme t n sat yOur firm? r-- . 
very [N,, 1, eg. Mod.[n, T,, 

- of 

Neg. · os. Very 

,ercentag© new products of - r-- total r-- Pos. r--- 
prover 

t--- - 

Time necessary to develop new gen . - f--... eration 
of products 

- 

, Customer satisfaction 

[, Your market share 
L , Customer keep on . 

- • Your employees satisfaction 

• _Productivity of your employees 

• Return on Investment (Profitability) 
Joo, 

• Revenue growth 

• Cost reduction · 

• Exportation 

Part Five: Information and Communication technology and Electronic Commerce 

5· Do you use a computer? LTYes DJNo 

If yes, for what purpose: 

D Printing 
D Accounting 
D Inventory 
D Pay roll 

D] Sales 

O Production Do ···················· 
ther: please specify: • • • · · · · · · · · · ·: · · · · · 

4 



0 
ou use an Internet and ICT? 

"C, or what purpose: I y ' . . rj A tool for communicating 
rj A tool of obtaining information 
r] A tool for advertising and marketing 
[j A tool for buying 
O A tool for selling 
0 A tool for conducting banking and financial tr . . . . · ansactions OA tool for improvmg interact10n within the com (p apany+processes/ organization) 

□Yes No 

If no, what is the reason? □ Low level of technological expertise 
] Uncertainty about benefits 
The fear of too low use of ecommerce by customers and suppliers □ Ensuring the security of payments and privacy of personal data □ Do not know how to cope with the complex rules governing this area. □ The predominance of English on the World Wide Web □ The high cost of Internet access is a further impediment 
O Uncertainty about the legal, regulatory and tax environment 

7. Using the Internet helps you to 
(Rank in order 1 most important & 5, least importan 4 5 ' 1 2 3 

• Reduce costs 

• Improve quality of product/service 

• Reach new suppliers 

' Reach new customers - 
' Defend your self against competitors 

engaging in e commerce, 
r---___ - 

Increase market share 
loo ---- 

----- 
- 

• Enter new markets 
- - - so,J 

~ - 
• Increase the flexibility of your firm [low 

- 

)2 
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~ppendix (2): 
Questionnaire (A . rab1c): 
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