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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 Information Communication Technology (ICT) it will be
the most comprehensive model of National Competitive Advantage.

Applying this rﬁodel 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.’

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.” 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".°

1.1. Natural Stone in Palestine:

1.1.1. Palestine:

The Palestinian territory of the West Bank and Gaza Strip is located oﬁ
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.”®
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" Ning Ding and Barry C. Field 2004.

" Suhail S. Sultan, Maastricht 2007.

" Brian Barclay, 2003.

" Philip Williams, 2003.

* Israeli-Palestine Center for Research and Information (IPCRI), 2009.

" The Palestine National Authority, Ministry of Economy and Trade, 2001.
" Online CIA Factbook.

“ Israeli-Palestine Center for Research and Information (IPCRI), 2009.




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.'
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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.
“ Online CIA Factbook.




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.”

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. >

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.’

! Information Note on the Economy of the Occupied Palestinian Territory (West Bank and Gaza), PNA,

3 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.




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.l

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
companies are investing in having their representative offices across
worldwide. Investments are made to create distribution channels for
exporting companies around the world.?

Stone and marble industry is suffering from many problems the most
important are: There are no defined specifications based on scientific tests.’
And there is lack of the existence of scientific and geological studies which
help in future planning and in efficient use of raw materials. p

There are over 250 quarries distributed through the West Bank mostly
concentrated in lime stone rich hills of Hebron and Bethlehem (Southern
West Bank).> 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:

! Sector Report: Stone and Marble in West Bank/Gaza, USAID, MASSAR Associates, 2002.
2, Israeli-Palestine Center for Research and Information (IPCRI), 2009.

3. 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.




Sorting|  Area -. ~ Properties

Free of cracks, good color and
ii% Yata (Hebron)

uniformity of texture.

Almost have the same priorities

2. Jammaeen (Nables)

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).

. Almost have the same proprieties
3. Al-Sheikhs (Bethlehem)
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:'

': L'O(.:‘at‘libxll:‘ NoofCuttmg & e N.o.v‘of Quarﬁés
oo Shaping Facilities ' 0 o
Hebron  |175180 125-135
Bethlehem 205-215 30-35
Ramallah 55 15-20

Nablus 55-65 20-25

Jenin 75-80 30-35
Tulkarem 10 2-5

Qalqilia 7-10 0

Salfeet - 5-10 0

Jericho 2 0

Total 589-627 222-255

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

" Sector Report: Stone and Marble in West Bank/Gaza, USAID, MASSAR Associates, 2002.




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.l

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. >*

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

f‘ According to meeting with Wisam Al-Taraweh (USM), April-2009.

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

% Israeli-Palestine Center for Research and Information (IPCRI), 2009.

3 Sector Report: Stone and Marble in West Bank/Gaza, USAID, MASSAR Associates, 2002.




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.'

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.”

1% Arab & R 48% West Bank
international countries. :

49%, Israeli market. 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

: i 3
and commercial buildings.

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




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.?

Quarry \ Primary Processor

Processor \ Fabricator

[ |
Architects Interior Designers

Contractors Installers Distributors

End Users

Figure 3: Palestinian products flow to the End User.

! National report of Palestine, MED BEST, Ramallah, 2004.
2 Palestinian Marble and Stone Industry, IMC, DATA Research and Studies Co., 2005.




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.’

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.”
Polished Stone Rough Stone Light chiseled stone

Light chi

stone 1

Stone 31%

Stone types Production Figure 4: Distribution of the main types of Palestinian production

I 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.




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.'

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 2002.2

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

I Investment Guide to Palestine, Private Sector Development Program, GTZ, 2007
2 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
Israet 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.!
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Figure 5: Palestinian Exports and Imports 1997 - 2004

Palestinian authority has signed various trade treaties with other
countries, including the European Union (EU), EFTA, USA, Canada, Jordan
and Egypt.” 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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Table 3: Commercial agreements between Palestine and the world:




1.2. Research Problem:

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

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.

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.”

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 Saw/Vertical Or
Horizontal Cutters), dominate or acquire the firms for secure natural stone
resources such as( KK), and the last criterion is avaliabity or hiring

3 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.

! Suhail S. Sultan, Maastricht 2007. )
% Sector Report: Stone and Marble in West Bank/Gaza, USAID, MASSAR Associates, 2002.

3 Jsraeli-Palestine Center for Research and Information (IPCRI), 2009.
“ Palestinian Marble and Stone Industry, IMC, DATA Research and Studies Co., 2005.




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 wuse of Information
communication technology (ICT) as driver of Competitive Advantage.

This research will assess availability and level of:

1. Factor conditions.
Demand conditions.
Related and supporting industries.
Firm strategy, structure and rivalry.

- AV

The use of Information communication technology (ICT) as a

source of competitive advantage.

1.4. Research Questions:

RQ1: 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?




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.




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.




1.7. Research Model:

Related &
Supporting
Industries
F N
i Generic
e Strategies
A
CDe?a_nd Firms Strategy,
ondit1ons < > Strpcmre, ST Five Forces
Rivalry
8 > Five Forces
Factor A
Conditions

Basic Factors

Advanced ICT
Factors

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.




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 self’s.

4. There is a lack of documentation and informality of business in large
Stone and 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 marb]e industry. While section 2.2.
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.

Natural Stone and Marble:

Natural stone is the oldest construction material used by man from
ancient times until today,' 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.’

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

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

i i key, 2009.
Natural Stones, Export Promotion Center of Turkey, 20C : '
> K. Virendra Singh pPreSident of Stone Industries & Mining Development Society, Jodhpur - India,

2009.

3

A W

* Cluster Diagnostic Study - Marble Proce
* Characteristics of the Marble Industry 1
* Natural Stones, Export Promotion Center of Turkey, 2009.

" Suhail S. Sultan, Maastricht 2007.

ssing -Rawalpindi/Islamabad- SMEDA, 2009.
Egypt, Azza 1. Kandil & Tarek H. Selim.




as dimensional stones. Dimensiona] stones are produced in more than 42
countries o i
f the world while 12 of these producers are dominant in the

international market they are 5 European countries and 5 from Asia and 2
from Americas. ', detailed in table (@l

2.1.1. Leading Stone producers World Wide:

Economic activity Bk g
in stone and marble 4 ik
industry developed for
the first time with the
invention of
gunpowder and the use

of mechanical cutting.’

Figure 7: the oldest stone mechanical cutting machine.’

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
Jtaly has been relying on and revolving mainly around marble.’® 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. The share of the 12 dominants producers of

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

cessing -Rawalpindi/Islamabad- SMEDA, 2009.
IMC, DATA Research and Studies Co., 2005.
Egypt, Azza 1. Kandil & Tarek H. Selim.
Mineral Profile, 2005.

! Cluster Diagnostic Study - Marble Pro
2 Palestinian Marble and Stone Industry,
3 Characteristics of the Marble Industry 1n £&3
* Building and Roofing Stone, British Geological Survey,
5 Suhail S. Sultan, Maastricht 2007.

S Characteristics of the Marble Indus )
" Natural Stones, Tulay Uyanik, Export Promotion

in Egypt, Azza 1. Kandil & Tarek H. Selim.
5 Center of Turkey, 2009.
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Sorting | _ Country Tons*1000 %
L. |ltaly 8800 12,9
2. China 8200 12,0
5, Iran' 7500 11,0
4. | Spain 7300 10,7
S Brazil 5500 8 1
6. India 5400 7’9
ik Turkey : 2800 4:1
8. Portugal 2500 3.7
9. Greece 2100 S
10. | France 1800 2:6
LI USA 1800 2.5
12, Palestine 1250 1,8
13 South Korea 1000 {5
14. | Belgium 750 Lsl
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:

o R S R - | Million |  Million
Rafing, | C ol (tons) (meter square)

1. Gray a3l 171 317

2. Beige 13.8 |55 102

3. White ~ [9.7 3.8 72

4, Pink 6.8 2.7 50

S Yellow 52 2 38

6. Red 642 8Pl 31

L Brown 4.1 16 30

8. Black 2 0.8 15

9. Green 1.5 0.6 11

10. | Blue 1 0.4 7

11. | Ofher 8.6 3.4 63

Total 100 |24.5 736

Table 5: World Stone Production with Respect to C.olors. ' :
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 info during formation to customize
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e brilli iti i
'.[hes . 1ant colors. The additive minerals are also color developers present
in granite and other natural stones 2

- Stone Color Mineral

Black Biotite, Hornblehde, 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.’

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.* Nowadays The

main processing activities of stone that conducted on the following:

N

icati i . modernmarble.net
: . Fabrication & Installation, www.mo
Sl rt Promotion Center of Turkey, 2009.

Geological Survey, Mineral Profile, 2005. o
Tommy Jansson, Technopolis Group for European Commission.
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Processes

Machinery

1. Squaring of
Large Stones

Squaring Machines

_Process Description

Large Stones with
irregular shape are squared or
at least one side is leveled so
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 Saw/Vertical
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.

Auto-polisher

3. Sizing and ‘ : The la'rge slabs are T_hen
Cattino g Single Cutter dissected into saleable sizes,
g 1nto X 7 : ;
. 12" t0 36 which can be in the form of
Slabs/Tiles :
slabs, tiles and etc.
4. Profiling, This is the first finishing
Edging _ process for the marble or stone
g2 Auto Line tile/slabs. Edges are
chamfering and :
libts smoothened and tiles/slabs are
e chamfered and calibrated.
Polishing is done to give
5. Polishing e an attractive look to the

products.

Table 7: Process Flow: '

" 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 i
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.

}_ Mamusesof Natural Stone [ % 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.

i i lim.
p isti in Egypt, Azza 1. Kandil & Tarek H. Se
e e Pron%gzon Center of Turkey, 2009.

% Natural Stones, Tulay Uyanik, Export 25




2.1.4. Stone and Marb]e International Market:

producers - China, India, Italy, Spain and Portugal - account for 53% of

world quarrying production. While Italy, China and Spain are the major

players in the international market and exported more than 55% of the
dimensional stone’s products (blocks and processed) by value. Other major
exporters include Brazil, Spain, India, Turkey and Portugal.' The following

table shows the leading countries in exporting stone and marble in order of its
exports Values in § 1,000.

o 2000 | 2000 | 2002 | 2003 | -

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 | 189277 | 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.” 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.”

" Cluster Diagnostic Study - Marble Processing _Rawalpindi/Islamabad- SMEDA, 2009.

2. . : Fa
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.;Countr_i_es i : Qu‘an_t:iﬁves‘ "~ Shares sqmtx 100
China 61.310 103% 5.4
Italy 58.130 9.8% 101,1

Germany 43.920 7.4% 53,5
United States 41.920 7.0% 55
Spain 39:330 6.6% 100,1
Japan 33.360 5.6% 26,5
India 26.880 4.5% 29
France 24.510 4.1% 423
Greece 15.120 2.5% 146,8
Saudi Arabia 13.890 2.3% 72,7
Turkey 9.270 1.6% 14,6

Table 10: World Consumption Distribution.




2.2. Competitive Advantage as a Conceptual Framework
rk:

"Competitive adva i
ntage is a concept that often inspires strategists in a

form of i1dol w T . e
orship - a desire to Imitate the strategies that make the most
successful companies successfy]" !

Competitive advantage has beep defined in many different ways. For

instance, Porter (1985) defined it as the "value a firm is able to create for its

buyers that exceeds the 2 LA
v firm’s cost of creating it"? Another definition

seeks to identify particular properties of

individual product markets which wil] give the firm a strong competitive

position".?

suggests that competitive advantage "

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.* 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.’

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.®

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

resources and the output of the economy per unit of labor and/or capital

employed. A high and rising standard of living for all nationals can be

iti / Clayton M. Christensen, 2001.
Ths Postand Fuimrs of Colipes . R up?;tor Performance, Michael E. Porter, 1985.

“ Competitive Strategy, Creating and Sustaining S
Ansoff, 1965.
JMOP 2003.
Competitive Strategy, Technique
Jordan’s Competitiveness Book,

ustries and Competitors, Michael E. Porter, 1980.

ing Ind
s for Analyzmg ness Challenge.

Confronting the Competitive

N
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sustained only by the continuous improvement of productivity

hieving high . either through
achieving higher productivity in existing businesses or through successful

entry into higher productivity businesses !

2.2.1. Theories of Competitive Advantage:

Strategic managers and researchers attempt to explain the sustained

4 g :
superior performance of firms2, The leading hypothesis is that sustained

superior performance arises from sustainable competitive advantages.’

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
firms.’

The concept of competitive advantage is not new in the strategic
management literature. In 1937, 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.® 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.”

In this respect Strategic managers and researchers have viewed precisely

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

" The previous source.

" Ru-melt, Schendel and Teece, 1994.

* Barney, 1997; Grant, 1998; Roberts, 1999.
* Looking inside for Competitive Advantage,

1993.
> Creation and preemption for competitive advantage, Hao Ma, Bryant College, 1990.

® An Examination of the "Sustainable Competitive Advantage" Concept: Past, Present, and Future,

Nicole P. Hoffman, The University of Alabama ‘ i
" The Past and Fumnr’e of Competitive Advantage, Clayton M. Christensen, 200

S OWON -~

Jay B. Barney, The Academy of Management Executive,




the histories of a number of industries !

So in order to understand the

historical devel R
opment of the competitive advantage concept we will review

most i ' i
the mportant theories discusged the competitive advantage and its

sources:

S e s,
| andDate G Aftlcvlé‘/l}o:ok’Ti‘ﬂe'} : v ., Main antribuﬁons
Precursor to SCA: proposeé threé bases for
Aldetson The Search for | gifferential advantage: technological, legal,
(1965) Differential and geographical; four strategies for achieving
Advantage differential advantage: segmentation, selective
appeals, transvection, and differentiation.
Survival Strategies
Hall o e Successful companies will achieve either the
(1980) £ g lowest cost or most differentiated position.
Continues discussion of those unique
Henderson The Anatomy of | advantage(s) of one firm over competitors;
(1983) Competition those who can adapt best or fastest gain an
advantage over competitors.
Competitive
Advantage:
Porter 3 Introduces idea of the "value chain" as the
(1985) Cregime e | basic tool for analyzing the sources of CA.
Sustaining Superior
Performance
Sustainable
Coyne Competitive Explanation of the conditions needed for an
(1986) Advantage: What It SCA to exist; idea of capability gaps.
Is, What It Isn't

: in Historical
¢ Competition and Business Strategy 11 Historica

2002.

Perspective, P.Ghemawat, Business History Review,
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Dlscussion of those advantages that tend to be

Ghemawat ;
(1986) idtt]: B e o e el o
PErior access to resources or customers, and
restrictions on competitors' options.
Assessing
Day & ; Advantage; 4 Potential sources of advantage are superior
wensley meeworkf o skills and superior resources; in assessing
(1998) Diagnosing ways to achieve SCA, both competitor and
Competitive customer perspectives should be considered.
Superiority
Asset Stock
Dierickx Accumulation Sustainability of a firm's asset position is based
& Cool & Sustainability | on how easily assets can be substituted or
(1989) of Competitive imitated.
Advantage
Hamel & A firm should not search for an SCA, it should
Prahalad Strategic Intent | learn how to create new advantages to achieve
(1989) global leadership.
Introduced the Diamond of National
Advantage which contains four broad
attributes of a nation, attributes that assessed
g individually and as a system that affect the
Porter Conpeleis competitiveness of the playing field that each
(1990) Advamfage o nation establishes and operates for its
Nafigns industries. These attributes are: Factor
conditions, Demand conditions, Related and
supporting industries, Firm strategy, structure,
and rivalry
SCA results from core competencies; firms
Frhaiad Core Competence should consolidate resources and skills into
& Hamel competencies that allow them to adapt quickly

(1990)

of the Corporation

to changing opportunities.




Firm Resources and Discusses four ing
our indicators of ial of
Barney Sustained a of the potential o
(1991) - I'm  resources to generate SCA: value,
ompetitive ¥ SN WAl
P rareness, inability to be imitated and imperfect
Advantage substitution.
A Historical
Comparison of -
Resource-Based
Theory and Five With a resource-based view, to achieve above-
Conner Schools of Thought average returns, a firm product must be
i1l distinctive i
(1991) Within Tt e in the eyes of buyers, or the firm
A selling an identical product in comparison to
Organization .
competitors must have a low-cost position.
Economics: Do We
Have a New Theory
of the Firm?
The Cornerstones of | Discusses four conditions which must be met
Peteraf Competitive for SCA: superior resources (heterogeneity
eiera
Advantage: within an industry), ex posted limits to
1993 T .
( ) A Resource-Based | competition, imperfect resource mobility, and
View ex ante limits to competition.
A Framework
Linking Intangible . _
J Identifies  various intangible resources
Resources an )
Hall (including assets and competencies) that allow
s .
(1993) Capae s firms to possess relevant  capability
Sustainable differentials which result in SCA
Competitive
Advantage
Managerial A firm's use of strategy and reaction to the
ey Representations of | environment depends on its orentation
Nedungadi Competitive (customer-oriented versus competitor-
(1994) Idvantage oriented); CA is based on this orientation.
v
s
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Compares neoclassical theory and comparative
Hunt and The Comparative

advantage theory of the firm; comparative
Morgan | Advantage Theory

advantage in resources can translate into a

(1995) of Competition competitive advantage in the marketplace;
offers categorization of resources.
Sustainable
Competitive
. Advantage: Proposes a model of firm heterogeneity which
Ol Combining suggests that both resource capital and
(@LE70)

Institutional and | institutional capital are indispensable to SCA.

Resource-Based

Views




2.2.2. Porter’s Diamong:

Many theorie iti
y s of competitive advantage tried to explain why a country is
more competiti
petitive than another, Byt no theory made the contribution which

competitive advantage of nation's theory as porter introduced in 1990.!

and 1aternat10nal economics while contributing substantially to both.? They
are 1mportant contributions to the theoretical 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.?

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.”

The Diamond framework is an industry-level framework seems that it's
focusing on the nations as its core unit of analysis.” While the primary

objective of the theory is to explain why particular countries succeed in

" The Competitive Advantage of Nations and Choice of Entry Strategies, M. Helvik, M. Harnecker,

2006.

> Porter's Competitive Advantage of Nations: i
* Competitive Advantage in Global Industries, D. Passem

Research News, 2000. ;

" Michael Porter's Contribution to Str.ateglc

" The Competitive Advantage of Nations a1

2006. 34

An Assessment, Robert M. Grant, 1991.
d and Brian H. Kleiner, Management

Gill University, 2008.
Management, Jan J. Jorgensen, Mc ‘
d Cho%ce of Entry Strategies, M. Helvik, M. Harnecker,



articular industries; j ‘ i
D stries, in Porter's analysis, 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 the ways in which "a firm's

"EE en‘.’lr.Omnent sHapes ity Competitive success over time".> So the
th'eory determining whether the industry (in a given nation) can provide firms
with such favorable conditiong allowing them to compete internationally.’ In
other words, the Diamond framework says whether or not a firm has the
competitive advantages necessary for an international launching.* 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.’

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 gove:rnment.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

i 1

tions: An Assessment, Robert M. Grant, 1991.
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Figure 8: The diamond model of the competitive advantage of nations."

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.” 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",3 "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

. : Harvard Business School, 1990.
* iti of Nations, Michael E. Porter, _ .
2. %: ggzﬁ :Eg:z ﬁg:ﬁ:i: of Nations and Choice of Entry Strategies, M. Helvik, M. Hamecker,

2006. College, 1990.
; it tage, Hao Ma, Bryant College,
- Creation and preemption for competitive advantag ¢ Horvard Business School, 1990.

i i 1 E. Porte
* The Competitive Advantage of Nations, Michae .



companies that e
. p . merges from isuch an environment will flourish in
international competition,

IR A Factor Conditions:

Classical e?onomics suggests that factors of production such as land,
tabor,band/eapitalt atesihe 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." 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.” 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).” 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 govemments.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
He even argues that having general high school or

factors.’

college/university education does not necessarily represent competitive
t=)

advantage in the modern international competition. What is important to

w N -
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industry’ i :
Industry’s particular needs, like ventyre capital in Silicon Valley and

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

e eshandghdilii imitate, and they require sustained investment to be
created.’

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
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.?

. i Strategies, M. Helvik, M. Harnecker,
" The Competitive Advantage of Nations and Choice of Entry Strateg

2006. : Robert M. Grant, 1991.
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Demand Conditions:

Demand conditj :
histicated ditions since the creation of advanced factors such as
sophisticate ]
. shallsandneny technologies plays such an important role in

establishin o ;
g and Sustaining nationg] advantages, it is essential to

understand the features of the national environment which are conducive
to such investment. !

Pemand 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.’

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.”

However, sophisticated demand conditions in the home market are of

little value if domestic preferences are not transferable to other nations. A

nation’s companies can anticipate global trends only if the nation’s values

ations: An Assessment, Robert M. Grant, 1991.

e e Oans and Choice of Entry Strategies, M. Helvik, M. Harnecker,

* The Competitive Advantage of Natio
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: it €
foreign activities of their citizens and companies. Transferring domestic

feas: :
o foreigners, through political influence, and through th

preferences to foreign markets, do not only benefit market growth in

general, but is most important for small, open economies whose home
market is too small to secure 3 high growth rate !

22:2.3, Related and Supporting Industries:

An industry's investments in advanced 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.”

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.”

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

customers, suppliers also need rivalry and the constant pressure for

product innovation and better logistics to perform better. Besides, serving

[ R
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only

economic fluctuati i
i oTls, meaning that rigk involved is much higher than
would be the case with a broader Customer base, !
Home-based ¢ iti i .
Ompetifiveness in related industries provides similar

benefits a 1 i
. s with suppliers, where information flows and technical
interchange speed the rate of innovation ang upgrading.

22.2:4. Firm Strategy, Structure and Rivalry:

'Pof[er 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.’

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

rivalry tends to be more intense than with foreign competitors. Hence,

domestic rivalry is particularly effective in promoting the upgrading of

e 4
competitive advantage.
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advantage arises from g0od ma chb tw h i h X
and the sources of competitive advanta eina articular indu try :
g€ 1 particular industry.

Porter (19 :
(1998) uses Germany to illustrate how the engineering and

technical ba i
ckground of many senior executives has produced a strong

ascinati -
: on ftoward methodical product and process improvement.

Likewise, their organizations are often hierarchical and irnpérsonal. This
has led to a great success in industries with 2 high technical or
engineering content, whereas German successful firms in consumer
goods and services are rarer 2

Porter (1998) mentions in his book a lot 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-
Turner.’

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

ortant because a nation’s success largely depends on

else does. This is imp
which type of education these talents pursue, where they choose to work

and their commitment and effort in their vacancies. Other important

ve vantage o 1 School, 1990.
- he COIIlpetltl Ad i ichael E. Porter, Har vard Business ,
iti g f Nations, Mic n .
. rter’s Cluster Strategy and Industrial Tar geting, Dougla}s W QOdWaId and Paulo Gu11r1na1 aet Zi()( )8
" Competitiv jﬂdv tage: Logical and Philosophical COI]SldCIaUOIlS, Thomas C. Powell, Strate

D 1ve an 5 g1C
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nation-variables are attityde towards indiyig
u

. ali ity. inher
status vs. achieved statug etc ! el

Finally, domestic 1i i
nvalry is a powerfy] stimulus to the creation and

ersistence it
f)ecause of tc:;z Cr(:lrlilti)::llt;r/:ssajr‘;arfltag-e - Domestic rivalry is so important
oSBT Or improvement and innovation. Porter
( . S at the rivalry among domg:stic firms often go beyond a
PHLE pnc.e-war, they push each other for better quality and services and
th@i 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.2
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.’ The Diamond states that firms gain competitive advantage
under three conditions:*
o If home base allows accumulation of assets and skills
o In industries where home base affords better information and
insight into product and process needs
o If goals of the owners, managers and employees support

intense commitment and sustained investment.

% de
" National and firm competitiveness: 2 general resear ch mo

2008.

* Local or National Competitive Ad

: University of Strathclyde, 2001.

4' New Global Strategies for Compe
" The Competitive Advantage of Nat

], Attila Chikan, University of Budapest,

vantage? The tensions in cluster development policy, Philip Raines,

e, Michael Porter, Planning Review; 1990.

titive Advantag ‘
i d Business School, 1990.
i0ns, Michael E. Porter, Harvar o




2:2:2 .50 The Two Externa]

Determina
nts;
Government: ;  Chance and

According to Port ion i
g €T, a nation is mogt likely to succeed in industries or

industry segmen :
t-try i g - ts where the nationa] diamond, consisting of the four
mentione '
attributes, is the mogt favorable. However, he also recognizes

: "Two additi i i
. dditional variableg 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

Defines 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 finds particularly important in influencing competitive advantage
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.”

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".’ He

cites the example of microelectronics that was very important in

neutralizing ~American and German dominance 1n nNumMeErous

electronically based industries. For, this provided Japanese and others to

gain position or, a Surge in demand for shifts that gave South Korea the

opportunity to enter the shipbuilding industry against Japan. Or, the

i‘ The Competitive Advantage of Nat
4 New Global Strategies for Competitive *
“Michael Porter's Competitive Advantage:

i School, 1990.
i i ] E. Porter, Harvard Busm.ess ool,
o ichael Porter, Planning Review; 1990.
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quotas on apparel imports from Hong Kong and 1
apan.

While Smith’s absolyte advantage, ap

: d Ricardian and the H-O-S
versions of comparative advantage doc

overnment frine see no role for the
5 L St
g ew trade theoristg Justified some limited role for the

government. For example, new trade theorists Krugman (1987) and
Brander (1986). I.lave reminded us of the role governments can play in
regérds 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

. .o, . . . . . 3
national competitive advantage is in influencing the four determinants".

t. Jan J. Jorgensen, McGill University, 2008.
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2.2.3. Critique of the Diamopgq Theory:

Diamond framework i
and some major challenges it faces as the world

economy h nce i
y has changed since it wag first published in 1990

2.2.3¢21:%. The'mai i e
major academic objections have been Porter’s choice of

the nati I i
10n as the unit of analysis. This view is shared by Rugman

2.2.3.2. Porter's framework hag repeatedly been challenged 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.

2.23.4. 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
consideration. Today’s markets are highly influenced by
technological progress, especially in information technology.

Therefore, it is not advisable — if not to say impossible — to develop

a strategy solely on the basis of Porters models.

7.9 345, + Sor far;ihe conceptual critics of the diamond framework

have been discussed. The discussion on the validity of the diamond

continues, focusing on the impact of internet and new ways of
2

doing business and reaching customers. According to scholars like
oing

———

egies, M. Helvik, M. Harnecker, 2006.

i i Entry Strat
" The Competitive Advantage of Nations and Choice of Entry 0



Laudon (2003) ang Parsons ang Oja (2006)
e-

: 75 commerce includes
Internet activities 1 :

travel-tick e ShOpping, electronic auctions, online

vel-tic ' : :

ot ordering, online banking and stock trading and online

opping digital products like
- databases, software, and all types of
owledge-based items, is that they can be transformed into bits

education. The unique feature of sh

news, music, videos,

and deli
elivered over the web. Consumers can get them immediately

upon completing their orders, and no one pays shipping costs. The

1ssue with e-commerce and the 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
s a tool to compete. By doing so, it may seem as he defends

garding online shopping just as a supplement to

used a
the old position 1€ ;
the traditional bricks-and-mortars, and not as the independent

: 1
corporate structure it has become.

* National and firm competitiveness: 2 general 1€
2008 & Porter’s Cluster Strategy an

ttila Chikan, University of Budapest,

search model, A :
1 i Woodward and Paulo Guimaraes.
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2.2.4. Porter’s Five Forces:

industry structure fr
try amework can be applied at the level of the induStI.'y the

strategic group (or group of f :
s irms e :
individual firm.? Tt's ultiinte o with similar strategies) or even the

5 o on ; : s
against bargaining and against g to explain the sustainability of profits

: ; Irect and indirect com titi
industry (taken nationally or worldwide), the com t'rt)'e ition. In every
described through five forces:? : petitive game can be

Threat of new entrants enterprises

The threat of substitute products. |

The bargaining power of suppliers.

The bargaining power of customers.
The rivalry among existing competitors.

sy D T

Thp ac’gion of these five forces determines the long run profitability
of a given industry.

Treat of New
Entrants

Rivalary
among
Existing
Firms

Bargaining Power
of Buyer

Bargaining Power
of Supplier

A

Treat of
Substitution

Figure 9: Porter's Five Forces Model.*

The elements involved with each force are shown below

t Executive,
. Looking inside for Competitive Advantage, Jay B. Bamney, The Academy of Management Executive
1993, McGill University, 2008.
2 M S : ment, Jan J. Jorgensen, >
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differences, Switchi ;
i COSIS, capita] Tequirements, Access to distribution
Absolute cost advantages, Propri St Do )
; n

. g curve, Access to necessa
inputs, Government policy. e

Supplier Power: which include Differentiation of inputs, Switching costs

of suppliers and i i
pp 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.

. 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.

Rivalry Determinants: Industry growth, Fixed (or storage) costs/value
added, Intermittent over capacity, Product differences, Brand identity,
Switching costs, Concentration and balance, Informational over
complexity, Diversity of competitors , Corporate stakes, Exit barriers.

Determinants of Substitution Threats:. Relative price performance of

substitutes, Switching costs, Buyer propensity to substitute.

S e o -
5 A ——————
T 18 SIS Tl ay aael
S et B ERET R
: 4 B!

hnic University
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2.2.5. Generic Strategjes:

defendable positions in an industry

In general, the Strategy can be offensive or defensi

5 ve with respect to
competitive forces.

Defensive strategies take

& the structure of the industry as given, and
position the company to match it strengths and weaknesses to it.
In contrast, offensive strategies are designed to do more than simply
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.’

2:2:6:15 Cost Leadership Strategy:

e Cost leadership means having the lowest per-unit (i.e., average) cost in
the industry that is, lowest cost relative to your rivals.

e This could mean having the lowest per-unit cost among rivals in highly
competitive industries, in which case returns or profits will be low but

nonetheless higher than competitors

e Or. this could mean having lowest cost among a few rivals where each

firm enjoys pricing power and high profits.

e Notice that cost leadership is defined independently of market structure.

es aﬁd Competitors, Michael E. Porter, 1980.

i i nce, Michael E. Porter, 1985.
d Sustaining Supenor Performa 2

j ing Industri
1‘ Competitive Strategy, Techniques for Analyzing

& Competitive Strategy, Creating an



Cost leadership is 3 defendable Strategy beca
use:

down only to the leve] of the next most efficient producer.

It defends agai ’
SBA S SRR L s hlier e Cost: deadership provides

flexibili i ini

ty to absorb an 1Crease in input costs, whereas competitors may
not have this flexibility.
The factors that lead to cost leadership also provide entry barriers in

many 1nstances. 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.

Process innovation — developing cheaper ways to produce existing

products.

Intensive monitoring of labor, where workers frequently have an

incentive-based pay structure (i.e., 2 contract which includes some

combination of a fixed-wage plus piece-rate pay).

Tight control of overhead.
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Differentiation Strategy.

e Differentiati
ntiating the prodyct offering of a firm means creati
ating

somethi I ived i
ng that is perceived Industry wide ag being unique

e Jtisamean :
s of e cating your own market to some extent

There are seve :
ral approaches to differentiation: A differentiation strategy

may mean differentiating along 2 or more of these dimensions

1. Different design 3. New technology

2 i
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:

Exclusivity, which unfortunately also precludes market share and low cost

advantage.

Strong marketing skills.

Product innovation as opposed to process innovation.
Applied R&D.

Customer support.

: i re.
Less emphasis on incentive based pay structu
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2.2.5.2 Differentiatiop Strategy.

e Differentiati
réntiating the product offering of a firm m '
€ans creating

somethin i ived i
g that is perceived Industry wide as being unique

e Jtisame :
AnSio Creating your own market to some extent

There are sever :
al approaches to differentiation: A differentiation strategy

may mean differentiating along 2 or more of these dimensions

1. Different design 3. New technology

2. Brand image 4. Number of features

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

o 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:

Exclusivity, which unfortunately also precludes market share and low cost

advantage.

Strong marketing skills.

Product innovation as opposed to process eTAon,

Applied R&D.

Customer support.

i €.
Less emphasis on incentive based pay structur
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22,5184 Focus Strategy:

Here we focus on g particular buyer

I
geographical market. STOUp, product segment, or

objectives i ;
] - industry wide, the focys of niche strategy is built on serving a
particular target (customer, product, or location) very well
Note, h
, however, that a focyg strategy means achieving either a low cost
advantage or differentiation in a narrow part of the market. For reasons

discussed above, this creates a defendable position within that part of the
market.

2.254. Stuck in the Middle:

Failure to develop a strategy in one of these 3 directions is a firm that is
“stuck in the middle.”

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.

a firm’s capabilities and resources, a “stuck” firm must

ow cost (usually by buying market share) or

y mean decreasing market share).

Depending on
gravitate toward either 1

focus or differentiation (which ma
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2.2.6. Balanced Score Carq.

It was origi
b ginated by Drs. Robert Kaplan (Harvard Business School) and
Davi ort.on as a performance measurement framework that added strategic
non-financial performance measures to traditional financial metrics to give

managers and executives a more 'balanced view of organizational
performance.

Financial
To succeed (Cost/Benefit/Risks)
financially, what

Minimizing costs and
risks, while
maximizing benefits
and values?

actions 10 do for 0 M T I

Internal Business Processes

- Vision 0 M T 1
- Public policy || Whatprocesses are the
most critical to excel
at? How 1o balance
stakcholders’ interests?

The Stakeholders

O M |T)| I

To achicve the vision <
and comply with Public - Local Strategy
& Local Policies?
How should we appear
to our stakeholders?

Learning & Growth

O|M|T |1

To achieve the vision
and policies, how will
we sustain our ability

Key to improve, prosper
O: Objectives and manage change
M: Measures effectively?

T: Targets

I: Initiatives

Figure 10: The Balanced Score Card
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The Learning & Growth Perspective:

This perspective includeg employee 1.
: a

attitudes related to both individual anq R
co

Tporate self-improvement. In a

it is becoming necessary fo
T
knowledge workers to be in a continuous Je : o

: [Seats . : aming mode. Metrics can be put
gopasiiEEd e Cet focusing training funds where they can help

e most. In an ; i .
iy Y case, learning and growth constitute the essential foundation

for success of any knowledge-worker organization

Kaplan and Norton emphasize that 'learnin g' 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.

2.26:2. 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
requirements (the mission). These metrics have to be carefully designed by
those who know these processes most intimately; with our unique missions

these are not something that can be developed by outside consultants.

2.2.6.3. The Customer Perspective:

Recent management philosophy has shown an increasing realization of

the importance of customer focus and customer sati '
if customers are not satisfied, they will

sfaction in any business.

These are leading indicators:

eventually find other suppliers that will meet their needs. Poor per.formance
from this perspective is thus a leading indicator of future decline, even

i d.
though the current financial picture may look goo
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In developi
ping metri
cs fo .
W ol I satisfactiop
customers and » Customers shoyld
¢ kin uld be analyzed i
in

providing a prod
e . ds
tor service t °f process
0 those custo es for which we ar
ups.

2.2.64. i
The Financia] Perspecti
ve:

orton do n
: ot di

data. Timely and accurat t disregard the trg i

ate : na
managers will do what funding data will alwa Gl o
CVEr necessary to provide i ys be a priority, and

e it. In fact, oft

, often there is

more than enou
gh handlin
& and processing of financial
cial data. With th
e

implementation
of ‘ade
Orporate database, it is h
: oped that m
ore of the

processing can be
centrali
emphasis on financial zed and automated. But the pointis i
ials is
other perspecti leads to the "unbalanced" situ S
ives. There i situation wi =
re 18 perhaps a need to include addi e
additional financi
ial-

2 thls o

Melcurm Publishing, 2006.
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: - and organizatio i
Marketing capital encompasses the reputatio g nal practices.

D associated with brand nam
d other marketi e
o eting assets. Both are esgentig] to the new economy. The

information and communication technology (ICT) sector, the power behind

the mew ‘economy, epitamizesiitionerow i aud importance of intangible

capital. It has been estimated that roughly one-third of the growth in gross
domestic product (GDP) since 1995 has come from the ICT 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

e some kind of standard framework for this alignment

d developed so that both the government and

each other. Therefor
must be established an : _
individual firm will forward in the same direction and will be automatically

adaptive to each other.”

L g
> Economic Report of the President, ERP, 2001. « development.

' Dr. Rungruang Limchoopatipa, ICT for compefitivene 57




processing, and transmitting  informat;

. changin
business". ging the way we do

The information revolution ig affecting competition in hree vital ways:
1. It changes industry structyre and, in so doing .
competition. ’

2,3lE

alters the rules of

reslcycompe e L giving companies new ways to
outperform their rivals.

. 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

hains of suppliers, who provide inputs (such as
chased services) to the company's value

through its channels' value chains

system includes the value ¢
raw materials, components, and pur

chain. The company's product often passes

imate buyer. Finally, the pr

oduct becomes a purchased
on its way to the ult

I one Or more
input to the value chains of its buyers, who use 1t to perform

buyer activities.
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1.
a5 How Information Gives You Comp
Levy and Powell 1997, Michael E-

I aCh 1vi Y

company's activities—not just i :
pany Dot just its physical product of service—contribute t
ute to

differentiation. Buyer needs. ir
' > 10 turn, depend not only on the impact of the
company's product on the buyer but also op th '

ey € company's other activities
(ex: logistics or after sales services).

Information technolo i :

| . gy and ICT is permeating the value chain at every
point, transforming the way value activities are performed and the nature of
the linkages am i i it
g ong 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
the steps required to capture, manipulate, and channel the data necessary to

perform the activity.'

Customer Dominance Low Coordination
High Efficiency
Word processing
Word processing Accounting
Accounting Customer databases
E-mail, Internet E-mail, Internet
Collaboration Innovation
Word processing Word prgcessing
Accounting Accounting
MRP Customer databases
EDI E-mail, Internet
MRP

E-mail, Internet .
Performance Measurement LANSs
tive Scenarios for large firms and

ICT

Figure 11: Four Competi

chael E. Porter & Victor E. Millar, HBR, 1985
llar, HBR, 1985

efitive Advantage, Mi

Porter & Victor E- Mi 59




" (Drucker 2002).

ially the '
especially web, result in many potential benefits to organization th
5 . . . e
benefits are just starting to materialize, by they will increase signifi
i & nificant as
EC expand .it’s not surprising that some maintain that the EC revolution is as

profound as the change that accompanied the Industria] 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.

Supply chain improvement: reduce daily inventory and cost.

Business always open: 24/7/365.

Customization/personalization: make special product to customer.

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

N o » AW

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 with

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

Lack of trust and unknown seller.

Difficult to measure benefits of EC for some people.

1
s to the web.

=

Not all people have an acces
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of millions of people, it is interactive nature, the var;
» the variety

use and the resourcefulness and rapid ks possibilities for its
S sup

i : porting infra
especially the web, result in many bt g infrastructure,
1

' : S 10 organization the
benefits are just starting to materialize, but they will increase significant
nificant as

EC expand .it’s not surprising that some maintain that the EC revolution is as
profound as the change that accompanied the Industria] 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.

Supply chain improvement: reduce daily inventory and cost.

Business always open: 24/7/365.

Customization/personalization: make special product to customer.

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

N o W

Ability to innovate: facilitate innovation and enable unique business

model.

8. Rabid time to market and increase speed.
ork,

9. Lower communication cost: the internet cheaper than private netw

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

11. Improve customer service and relationship: direct interaction with

customer.
Limitation of EC:
1. Security and privacy data CORCETE-

Lack of trust and unknown seller.
some people.

W

Difficult to measure benefits of EC for

|
have 2n acCcess 10 the web,

N

Not 21l people

Drucker 2002).




1.3.3. Porter five forces and ICT affig

id Ining power of
bargaining power of suppliers. He B ! of buyers, and the

. :
Oposes three generic strategies

‘ ) ' differentiation (distinguish your
company's products and services from otherg in all market segment ), cost
5), cos

with which to combat these forces:

(become the low cost producer in g 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
e Reduces differences among competitors as offerings are difficult
to keep proprietary.
e Migrates competition to price.
e Widens the geographic market, increasing the number of
competitors. 3
o Lowers variable cost relative to fixed cost, increasing pressures for

price discounting

Internet impact on barriers to entry

o Reduces barriers to entry such as the need for a sales force, access

and physical assets - anything that Internet

makes easier to do reduces barriers to

to channels,
technology eliminates Of
entry.

eep proprietary from new
e Internet appl

ications are difficult to k

entrants .
i industries
e A flood of new entrants has come into many in
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o Procurement using the Internet s b
0

P e
customers ppliers access to more

The Internet ' '
provides a channe] fo; suppliers to reach end user
S,

reducing the leverage of intervening companies

Internet procurement and digital markets tenq to give all

compani i
panies equal access to suppliers, and gravitate procurement to
standardized products that redyce differentiation

e Reduced barriers to entry and the proliferation of competitors

e Downstream shifts power to suppliers

Internet impact on the bargaining power of customers and sales
channels

e Eliminates powerful channels or improves bargaining power over

traditional channels. It’s Shifts bargaining power to end

consumers and Reduces switching costs.

Internet impact on substitutes:

o By making the overall industry more efficient, the Internet can

expand the size of the market.
o The proliferation of Internet approaches creates new substitution

threats.
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a. Business driver: Sustainability

Firm r i

'ésponse (Firm ICT Strategy): ICT Innovation and
Capability, and Upgrading,
Firm  strategy and rivalry: The firm haq to develop short or
intermediate term ICT strategy to implement ICT applications for the
firm productivity improvement.

a. Business driver: Operational Excellence.

b. Firm response (Firm ICT strategy): ICT Implementation for
Productivity Improvement (MRP, ERP, Benchmarking, TQM,
and Web-Services Solutions).

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): Supply/Value Chain

Implementation (SCM/VCM).

Demand conditions: The firm had to develop short or intermediate

term ICT strategy to understand customers demand and to be able to

response
a. Quickly to the world market.

b. Business driver: Customer Intimacy .
T strategy): Customer Relationship

c. Firm response (Firm IC i

Management (CRM), incl
n an

uding telemarketing, cust

d customer analys1s.

: > s
center, business informati
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13.5. 1CT affect the generic Strategy:

impacts on financial performance,

e of porter diam ment is th
On p ond element is the Organization strategy structure and
| | | B cture an
rivalry which we discussed but in thig section we discuss how firm strat
ategy

and generic strategy are affected by the JCT especially at the internet leve]
VEL

1. Internet and cost leadership: "doing the same things 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): .

i fficienc

a. The importance of differentiation grows the more the efficiency

advantages are hard to realize.
g focus on profitabili

que value proposition;

choosing what not to do.

make tough trade-offs in .

ty rather than just growth, an

b. It requires a stron .nd a willingness 10

ability to define a uni




Seek for strategic OPPOTtunitie

>, Achieve the a
' . ageS by l’nanaglng the r61ati I
(IVaIlt . OnShlp, not Only by

f. Try to build up unique assets.

gxamples of strategic impact of such system in business:

o In pharmaceuticals distribution, McKesson pro- vides its pharmacist
) ; CIStS
with computer terminals that allow them to enter orders directly

simultaneously improving customer service and increasing switching
costs.

o 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.

e Merrill Lynch introduced the Cash Management Account (CMA), based
on an information sys- tem that combined customers' checking, savings,
credit card, and securities accounts into a single statement, automatically
investing unused funds in interest-bearing money market funds.

o 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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23.6. Porter's Value Chain:

activities which Porter calls value actiyitieg

M. Porter's Value chain

Firm infrastructure

Human I'GLOUTCB manaéemem

Technl:logy develoﬂment
i

I
l
I
!

o B o B o B B ol V)

F”rocurement

inbound Operations| Outbound | Marketing

logistics logistics and sales

Primary activities
Figure 12: Porter's Value Chain.
Every value activity has both a physical and an information-processing
component IS component €ncompasses the steps required to capture,
manipulate and channel the data necessary to perform the activity additional

advantages that can be achieved by linking the firm’s value chain to those of

other organizations creating an inter-organizational system LS wicete In

which The participating firms (business partners
g alone Porter termed

creating a synergy that cannot be achieved by workin

) work as a coordinated unit,

this the value system.

Custom e
—~ = SOE
v' hdwue p= 7 phue K

Supplier
YV atue Chains

.———-———\

oiZaBOns
AR

13: The value System- i

Figure




rransforming the Value Chain; |y 1
technologies for physical Processing, Th;s 2dvancing - fagtey than
: e

2 Xpa e
sompanies can do faster than managers cap o 1 pands the limits of o
Xp

i5 generating more data about activitjeg and
pr

CCn activities both ine;

, oth insid

compan : € an

outside the pany, IT allows companies to coordinate activities ;
185 1n widely

gispersed geographic locations, finally IT can store L
flood of information. elp analyze the

13.7. 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:

Information - VALUE,wich
Technoloav_ Vs Maintaine CA
creates e
enables i
Business process E-Commerce,lCT,
defines. shanes: Business Processes
defines
defines
: ECorICT
Ssiness strategy |/ gefines e

fICT.

Figure 14: The Use 0
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Many points discusses the applicatiq
n of E.

-ned competitive advant Commerce
sustaine ntage for an gpeq.: and ICT §
ganizationg -

Or sector:

internet and e-c :
{, Use of In OMMETICE in markes:
arketing wh;
ch

organizational web si Will be achieyeg by

portal, and form, ang

dustry,

7. Use of computer application in contre] W
ork flow and mopjtar
onitoring,

te ,and advertisement in other
marketing through visit web site that are reat di
ed in

. IncreaSe' Wo'rk Produchyizes employees by automateq many working Jik

accounting 'and the use of e-banking, and automate order schedyle angd ;
: 50.

* US(? & e-comn,lerce In market research and ségmentation and automa(t)e
their process will save cost and time also ecommerce here enable them to
use of one to one marketing which will serve them in customer
relationship building.

5. B-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.

23.8. 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 1
costs and off the shelf software is high cost for an organization.

3. Online Marketing and advertising cost.
ftw
4. Skills reacquired in use and apply ecommerce and sottware

administrative. hich system are
; rmine Wil
tandin how to dete
5. Lack of unders : dly package of syster®

anizations, with the broa

' I
effective for an 0rg fferent between these

and there are less understanding the di

e i language in the E
6. English language which is the dominant
commerce transaction. 68



Chapter Three: Findings apg Discugs;
on:

1 Research methodology and Statistica e
& _— ysis:
at o ,
A combin .1or'1 of the quantitative apq qualitat;
employing qualitative and quantitatiye data i Ve methods is ygeq
0

rd
31.1. Statistical processing: STt0 fest the hypotheses.

After collecting the data, research team had revi
. View the : .
which had been filled and research team was able to get : questionnaires
' €t them back i
perlod Jasted for 3 weeks from 26/5/2009, review was to enter its d .
1ts data into

computer, and it entered with specific numbers through convert words
J words ”

: oral”
answer to numbers, while number

¥kl

5” represent very negative, number “4”
. (130 &4
negative, number “3” moderate, number “2” positive, and number “1”

positive. When the number is increase the competitive advantage of stonevaenrz
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:
. N T oy

| paragraphs | value

: Hngdo you evéiﬁéﬁé fhe following elements 23 0.897

. 1 i ?
that help in developing local o 70.706 |

e e
0.753
pad o
0.753

< Related and Supporting Industies A
: ture 4o
Which of the following industry struc | ia I ST

g//// 69

° Factor Conditions

Demand Condition

e

SRR




you consider to be the criticy] threats o
O the

future of your business B ws—
0 Wthh type of geneﬂc buSineSS Strategy 7 \\
most closely related to your firm’s e 1 o
. Using the Internet and IT helps you to $0\8‘
, 871
P et kg
3.13. Sample Demographics:
Table (2): Sample Demographics: 7
District i
e Bethlehem 5 417
o Hebron 7 583
The firm is built on area A
o Industrial 11 1T
e Agricultural 1 8.3
o Residential 0 -
Legal Status
e Sole proprietorship 2 16.7
o Partnership 9 750
1 8.3
e Company
The type of yo firm: T St
: === e eegy Al ERG :
e Family ’___________3_3__3_________-——
: 4 :
e Non- Family : L_.,-’-—’L/"’T’_
n
Type of land possessio T
. e s
e Private ____,1_,,.__48’3——'
o Leased __—,_,0/—————_*-”/
| et
e Guarantee %L«/ A
Main source of funding ”6’67//
[
° Banks B 70

\\___/——/’




Loan instituti

e
Italy \ﬁwg
Turkey e :
Sl ——
[taly+ Turkey ?\
B30 e
[taly+Germany *8\3\
Italy+others e e 8.3 e
Italy +Turkey+ others TW\
i)

Have you added new production line or expanded

the firm after year of Establishment

ons '
Source of Machinery S

e Yes 11 o1 :
e No 1 83
Do you prefer to employ administrators
e Yes 10 83.3 -
e No 2 16.7
Do you train your employees
o Yes 12 100.0
Do you have a quality control system

e Yes 9 75.0 -
s No 3 25.0

If not, do you think to adopt it late

oo

Yes

2

No

Yes

No

e

@ T e B

Do you use 2 computer
100.0
Yes R |

Do you use an Internet and ICT

-
1

il | -
e

71




14 Research Questions:

3.1.4.1. Question one;

m :
southern West Bank? arble cutting firmg i

The question could be answered by output of
of nu

o mb
standard deviations for the elements of the evaliat
101 a;

S 1 . .
the table. 1t explained in

el‘S, meanS, and

Table (3): Means, and standard deviations for the elements of th
of the

evaluation that help in developing local stone ang marble industry
, ar
ranked by the degree of importance. ;

ol Mean |- ,al.l'da,-'r“.ir,
o Political and economic uncertainties 433 0.65
o Local demand 3.66 0.98
o The local and international market
. 3.66 115
accessibility
o Bureaucratic rules and regulations 3.66 0.77
e Infrastructure costs 341 1.08
o The relationship with research and training 133 1.07
centers and universities i e ] iiiamed
R 3.33 0.88
o Infrastructure availability "”3’1—6—/—_’—071’_
o Acquiring Capital _______,_,____Tg—o———
g 3.08 -
e The relationship with puth institutes e T e
o The relationship With governmental | 5 g 030
institutes e
n that help in

luatio
: ents of the eva
The previous table explains b elemdustry Jre ranked as degre® of

developing local stone and marble 1 - rtainties, Local

' : i itical an
Importance. And its start with Politt A ’




demand of stone and marp]

- : Setuetlocali
accessibility, Bureaucratic ryleg and regy] Internatigng] market
. _ gulation %

ationship with rese
rel p | arch ang training  ep
nfrastructure  availability, Acquiring (. S and  universitieg
apit ’

e 9 : al, The : .
public institutes, and the relationship wit, e relationship with
ental instituteg

table above
e mean of answ ' '
Th ers on the relationship with governmenta]
ental institutes

That’s as explained at calculated mean in

shiowing & weakness ity relationship, and upon research s
Palestinian government until today still having no strategic Zajlle::l:\j
t; :‘;r;i);z;ns};mm:sxhl: :;i :;;eit;rilha: territories due to' uncertainty in

government and its dependence
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 mot 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.

The aspect of acquiring capital mean of answers shows a weakness

] ded to
and this upon research team refers to the high start up cost neede

firm, and very expensive operating

operate a stone and marble cutting
costs especially electricity and water.

While stone and marble cutting firms
n self or family

do not depend on investment

financing which is not 2

companies, they depend ©

sustained source of capital
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This question is answered by outp
erS, mean

Jeviations for the elements of the evaltationtut S, and standard
Which aboy

competitive Advantage. And that as it xfla t determine - the
€ table.

Table (4): Numbers, means, and standard deviations for the elements of
4 ents o

the evaluation which about determine your Competitive Adyant
ranked as degree of importance. age are

| _flnfigrd
e : ik o [ deviation,
o Cost reduction 308 7
o Time necessary to develop new generation of
b — 3.08 1.44
o Revenue growth 3.08 1.50
o Profitability 3.00 1.53
o Return on Investment 2.83 1.64
o Your market share 2.58 1.37
o Percentage of new products of total turnover 2.50 1.56
. B 137
o Exportation ___%:‘i.__,_,__——
2.16 1.26
° Employees keep OL#/////T
2.16 L5
° Customer keep on g —an |
1.58 0.90
s ¥ isfaction B
our employees satisia =
° Customer satisfaction Sl
e

The previous table is explains the el ree of importance:

are ranked s deg

determine you +ive Advantage
our Competitive

ration
: p new gene
And its start with Cost reduction, e G
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of product, Revenue growth
yet share, Perc » Profitabilty, g
marke , Percentage of new proqy, > Netum o 1,
Cts of tg Vestm
tal tury ent, Your
0

That’s as €X lain
plained at calculateq mean ver,
In table ab
0

e.
S 1

According to experts bad economic situati
them to search for lower prices products desat'lton for.Palestinian people lead
on firms expressed by the mean of answersploz iluahty, this creates pressure
shows that it is thé.b most important. While stone an(:::r:;:tlon .aspect which
a 10tT c;f problems in processing low quality stones due to its Z:;:al:ti ke
. e .mean of answers in respect of employee satisfaction show.s 1
satisfaction between employees, this upon research team opinion re:erizkt;:

bad conditi '
tions of work in stone and marble cutting firms, employee should

work lon i iti
g hours in unhealthy conditions dust, water and noisy sounds are the

main factors of unsatisfied employees.

3.1.4.3. Question three:
RQ3: To what extent ICT acts as @ sourc

stone and marble cutting firms in southe

This question is answered by output of numbers,

e of competitive advantage for

m West Bank?
means, and standard

e evaluation of using the Internet and I

co o,
(computer) act as a source of competitive advantage. And

n the table (5)
for the elements of the evaluation of

Table (5): Means and standard deviations
urce of competit

usj
Ing the Internet and IT (computer) act as a S0

Tank
ed as degree of importance: 3

d Y
eviations for the elements of th
that as it explained

ive advantage are




| e Flemente., | e
/ A B | Mean:“m
s Payroll \* 2.00 \OW
\
o Sales lo\ﬁﬁ
— L9 vy
= e il | oz
5 Inventory \i b
. _ ae L6
o Link business with information system B | il
. 58 T o5y |
e Production \OL
1.50 0.52
o Others
- 1.16 0.38

The previous table is explains the elements of the evaluation of using the
Internet and IT (computer) act as a source of competitive advantage are
ranked as degree of importance. And its start with Accounting, Pay 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

ok . ] ue to ifs
activities. The use of computer mto accounting 18 widely used d

' i the priority in
importance in determination of costs; profits, tax which take the P

these firms |
. Link business with information

am opinion this

the high cost

Computer operations of Inventory,

' esearch t€
system, Production are rarely used and its upon I

hs stems,
refers to the need of skilled employees 0 operate Suc y

with information systems and

Of Systoms that link the whole UL ZEe
implement the

ystem arc major restrictions

the need of experts to setup and

on the use of computer in these operaions: i




Table (6): Means, and standarq P
. . Viati
oyaluation of using the Internet ap i i 1008 for the lements -
. ern 0
competitive advantage are ranked ag 4 St and IT) 4 o the
‘ . Cgree of import a Source of
R a
Sir e | . & 1Ce. Answer (Yes)
v Elements
mr communicating |
- A tool for advertising and marketing ~————|
75
. A tool as fax Bl -
55 e
s A tool for selling ey
A8l = 510
o A tool for improving interaction within the
company (processes/ organization) 1> il
o A tool for conducting banking and financial
: I
transactions - )
o A tool of integration 533 490
o A tool for buying I:38 490
o 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 2 50
art from a t00

2100l for advertising and marketing, 2 to0l as fax, A tool fOr selling,
zation), A

o Improving interaction within the company
nsactions;

urce of competitive advantage are

] for comnmnicating,

ranked as degree of importance. And its st
A tool

(processes/ organi
] of integration,
1ol for conducting banking and financial tra A 100

. 0ol for buying, Others.

T
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- Do not know how to copé WW it
compl

Y o e

rules governing this area.

s Uncertainty about benefits

1.08 280

s Uncertainty about the legal, regulatory and tax | 1.00 000
environment

o The high cost of Internet access is a further| 1.00 000
impediment

o The predominance of English on the World | 1.00 .000

Wide Web
.000

o Ensuring the security of payments and privacy 1.00

of personal data

: Fi0 | 000
o The fear of too low use€ of e-commerce by L. ‘

customers and suppliers

= 00 |
- 1.0 :
* Low level of technological expertise i
e Rl
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a5 degree of importance.

are ranked
e S ' _;Medn' Standard
, Reduce transaction costs | deviation
: 2.8 ‘
. Reach new suppliers 3 1.58
. 2.50
o Improve quality 1.50
— 2.50 1.44
» Increase the flexibility of your firm TT o
. : 1.20
o Defend yourself against competitors engaging in
E—commerce 1575 0.96
o Work with large firms (local and international) 1.58 0.79
o Enter new markets 133 063
o Increase market share 133 063

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-commerc

(local and international), Enter new markets, Increa

se market share.

e, Work with large firms
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) gesearch Objectives: (Confirmatory
¢ 0

The tables show that the confirmatory ¢, :
Ctors

(hat there is an internal consistency of each ¢
ons

321, Factor Conditions:

I Analysig),

truct,

Table (9): \1
T Element S e
A aalute bame e Bactor
A Acquiring capital \0\74;
., Acquiring information TR
" Political and economic uncertainties 0793 |
— Bureaucratic rules and regulations 0.734
. Infrastructure availability 0.641
o Infrastructure costs 0.896
. Inconsistent raw material quality 0.815
o Technical qualifications 0.451
o The market accessibility 0.879
32.2. Demand Conditions:
Table (10):
'+ Local dér"rian‘d. g —(lé_lf__
* International demand ﬁi
* Product image in the international markets ﬂ
* Customer awareness with regard t produst 0.599
quality sfandards [
* Sophisticated custon;;s’—”/ ,0,3.2,
* Supplier buyer relationships bave depended
o0 the family and Supplier PV 0789
relationships have depended o the family
e

wnal ties

are
more thap 0.5. It meang
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;5. Related and Supporting Industyjeq

Table (11): \

Element\\

. s : o Factor

RN i

SThe relatlonshlp w1th local banks i
ot |

~The relationship with insurance firms W

Wp with research and raining [

E

centers and universities 0.748
= The relationship with local manufacturers 0800
o The relationship with public institutes 0.766

The relationship with governmental institutes | 0.796

" The relationship with stone cutting firms in

: 0.438
the same region
s The relationship with firms from other s
sectors (design/ marketing) .
3.2.4. Five Forces:
Table (12):
o The iﬁten31ty of nvalls” ﬂ
0.959

* The power of buyers

* The power of suppliers

* The threat of substitutes

&ethreat ofnewentry - (L ER

ps Rl
0.892

e

e R G

(L as
0.883
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; Balanced Score Card:
05

T (1), 1

percentage of new products of tota] turnovyer
J

0.940
Time necessary to develop new generation of | ————
) :

0.7
products 37

e ol
" Customer satisfaction i

e
0.819

et share
, Your mark

, Customer keep on 0.79%
Wees satisfaction 0.957
, Employees keep on 0.788
. Return on Investment 0.909
o Profitability : 0.875
» Revenue growth 0.894
» Cost reduction 0.940
» Exportation 0.737
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; Research Hypothesis:
3 b

The main hypothesis of this research can be def;
C lned as foll
ow;

. ]
( S .
)' 1 g0 .

hypothesis  whi
ch related between factor condit
1008 and the

competitiveness of stone and marble processing firms i
West Bank. g Ims m southern

Table (14): Results of the (Standardized Regression) with e |

related between factor conditions and the competitiveness of sto
ne

and marble processing firms in southern West Bank

' Beta Statically value

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

s also increase i competitiveness of stone

Factor Condition there 1
and vice-versa.

and marble processing firms in southern West Bank
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The (Standardized Regression) is used
sed t

0 ensure validity of thig

West Bank. . that is explained in table(15)

Table (15): Resulisigiipe (Standardized Regression) with th
€

related between Demand Conditions and the competitive f
ness o

stone and marble processing firms in southern West Bank

Demand conditions
0.904 0.00

R Square =0.817

Previous table is highlight the influence 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.

etween related & supporting

1.3.There is no significant relationship b | !
e and marble cutting firms in

industries and the competitiveness of ston

southern West Bank. f this

i idity 0
The (Standardized Regression) 15 used to ensure validity

. industries and
related between related & supporting indus

hypothesis which southern

' s in
s of stone and marble processing firm

the competitivenes
Jained in table(16):

West Bank. . that is €XP
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related between relateq i
SUpportin
g

lndustries

competitiveness of stope ol
West Bank i

a

Related and Su e
pporting Industrieg

R Sq“are = 0.610

Previous table is highlj
15 highlight the influence re]
relationship with

statically val
y ue at level a=0.05 between Related
ed and Supportin
g

Industries and competitiveness of stone and
in southern West Bank. TR i
There is Di i i
. irect relationship that when increase in the level of
elated i ' o
and Supporting Industries there is also increase i
2 as€ 1In
competitiveness of stone and marble processing firms in south
utnerm

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) 18 used to ensure validity of hypothesis
and the competitiveness of

outhern West Bank. . that is

which related between firm’s strategy,

stone and marble processing firms in s

explained in table(17).
son correlation) is used to

Table (17): Results of the (Per
h related between firm’s

of hypothesis whic
d the competitiveness of stone

ensure validity
strategy, structure, and rivalry an
and marble processing firms in SOU s
ST ———statities

: Vame(r), value

//12/’ St 0.178
Firm Strategy |
85
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strategy, there is also i
SO incr '
€ase in COmpetitivenegg of
Stone and
marble

processin 1rms 1 vice-y
g § 1n southern Wegt Bank ang
f and vice
-Versa.

1.5. There is no significant relationship between fi
rm’s structyre
and rivalry

ﬂle

West Bank.

he (Per 1 1
. [ (Person correlation) is used to ensure validity of hypothe
which related between the firm’s structure and 1val "
i nvalry and th
competitive advantage of stone and marble processing i th i
i southern

West Bank.. that is explained in table(18).

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
L ‘Beta. L '

~ value
G

|
RG> 01027

o Intensity of rivals

| PR
20059 | 0752

e Power of buyers
|- AR
-0.853 0.889

o Power of suppliers

0.185
o Threat of substitutes 0.560 .
0.335
o Threat of entry ‘ 0.050 :
R Square = 0.395 .
ence relationshlp with

Previous table 1S highlight et

statically value at jevel a=0. -
in
competitiveness of Ston€ and marble processing

West Bank.




) Cuttin
Bank. Was discussed. & firms in southern Wegt

4. Results:

The aflalysm P daté rejected the fifth sub hypothesis. there are Inverse
relationship T.hat whe.n Increase in the level of firm’s structure and rivalry
there is also Increase m competitiveness of stone and marble 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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Recommendations:

According to statistical analysis of b
» and th

(am is highly recommended the following for] € results byjj on;
ar

Iesearch

o o g€ stone ang Marble Cutting
1. Improve the work conditiong i, their fj

N . rIn .

S by adopting standards of

operating machines and sefting ain angls
ater fi

: i Itering i
increase employee satisfaction, angd T g in order to
€ pe

% rformance
2. Adopt policies cncourage the customer retention in order t,
er to make

the customer be i -

g rea::i:ael.c cf:i:::i r'lew custon.1ers differentiated
uilt a strong image on his mind

about the firm and he will be back again with more demand.

3. Make a promotional campaign to learn customers about the
technical specifications of stone and marble, that if the 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.

I ) with
5. Adopt academic researchers and provide those researchers

fit.
data needed for projects and it will be finally f0 the sector benell

for related authorities:

in gathering
. and Marble (USM) 12
6. Activate the role of Union of Ston® ublic and

] .I()HS on e fﬂleum
. | glObally by

And research team recommends the following

i e that are } 4 Marble Export Management
- <hi tone an . ek

working on establishing 2 S e Ministry Of Nationa
contributio i

Company (EMO), by the




Economy,

USM angd
Bethle
Commerce. o and Hebrop @l
PErs of

g. Improve the technica] qQualificatigpg nw
are poor technical qualificatiopg . €St bank marjes There
Y ;

Vil fF i
have 1mportant role and j S
Impact on the pas: rhvy
nationg]
. ch will lead tg j
advantage. Palestine Polytechn;c University
Sity

competitive advantage, whj Stone and marp]e
% iS i_n iT.S wav in &

= o] ¥ D LO “HD

shortage by opening the stone ang marble mz; fill the

e 1JOT at the uni\"”":‘*‘

CIdIlV.

L
)

olleagues working on academic research

== g < -
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I3 d3 Airect their efiorts to thiS InieT e 2T =
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Appendix (1); Questionngy, (English)
is

part One: Firm’s Profile:

(L District: O Bethlehen

O
) Name of firm: ......... Hebron
3. Date of Bstablishment: ../
e firm is built on area: OIn :
4. Th dustrial DlAgricultural
CIResidential
5. Legal Status: LiSole proprietorship UPartnership
LiCompany OOthers ( )
6. The type of your firm: [ family O Non family
7. Type of land possession: I Private O Leased
O Guarantee O Others ( )
8 Main source of funding: [ Private O Family
[0 Banks [ Loan institutions
9. Source of machinery: O Italy OTurkey
O Germany [ Others ( )
: f
10.Have you added new production line of expanded the firm AlEtyRer0
ONo
Establishment? HYes + 9
11.Number of firms employees ...........................
sirators?  JYES i
12.Do you prefer to employ adminis = [INo
es
13.Do you train your employees? S INo
{?
14.Do you have a quality couwel = Yes OONo

: 9
15.If not, do you think to adopt it later




Wﬁl
Information

5 Ac Uirin
and economic uncertainties

“Political

. Bureaucratic rules and regulations

0 Bureaucratic rules and regulations

Very
Pos.

, Infrastructur® availability

, [nfrastructure costs

, Inconsistent raw material quality

, Technical qualifications

~The market accessibility

s Local demand

» International demand

[ E—

s Product image in the international
markets.

» Consumer awareness Wwith regard to
product quality standards

o Sophisticated customers visit many

o manufacturers before purchasing

» Supplier buyer relationships have
depended on the family and personal ties

» The relationship with local banks |

»_The relationship with insurance firms

o the relationship with research and
fraining centers and universities

* The relationship with local manufacturers

* The relationship with public institutes

* The relationship with gOV@l’ﬂmemall

Institutes
i The relationship with stone cutting firms
0 the same region

m other

* The relationship with firms #°
Sectors (design/ marketing)




i
' 0
qpreats 0 the future of your business (Rany 1, ydu P 1
; Orde ca
ot &2 area of Major threat)? t'1, area of Major thregt g s
B
The tensity of rivals \\ﬁﬁﬁ
) |
buyers =
. The poWCl‘ of buy L SR
~The power of suppliers e S A
" The threat of substitutes b
e
The threat of entry
p

part Three: Firm’s Strategy and Performance:

3, Which type of generic business strategy is most closely related 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 Fow market niches. In these niches many

differentiated products are offered and produced at1ow cost'as possible:

tandard
Your firm is NOT the lowest cost produce he sector. The S0

rint
: arket area.
products are offered 1n a broad m “NOT the low

| Producer.

Your firm is operating !
\\\ifer differentiated products;

: ar
Your firm offers many differentiated products, and you

] . | 5 broad market are-
e e - Offer:d\:'nspem - hes and offers
rafte

: ific market 01
Your firm is operating 10 0% 0 . O oot
standard products. Within this market niche, your




gow doyou eveluate the following clemey
) a

\‘ Your ﬁn-n")
very W s

~eroentage of new products of tor]|

tumOVCr

Neg.

“Time necessary to develop new generation | |

of products

/ :
, Customer satisfaction

o Your market share

Pos, Very

Pos,

. Customer keep on

, Your employees satisfaction

. -
. Productivity of your employees

» Return on Investment (Profitability)

» Revenue growth

o Cost reduction

Exportation

Part Five: Information and Communication technology

5. Do you use a computer?

and Electronic Commerce

OYes OONo

Ifyes, for what purpose:

U Printing

O Accounting
O Inventory
0Py rol1

O Sales

O Production

O Other: please specify

eer®
sec
e
SO0
s
v
.........
.o
P
PO
e
-----




u use an Internet and ICT?
- ?f(;zs, for what purpose: OYes .
A tool for communicating
A tool of obtaining information
A tool for adV?HISIHg and marketing
0 A tool for buymg
0 A tool for selling .
A tool for conducting banking and financial transaction
DA ol S intteraction within the Company (pr?)cesses/ Organization)
Zauon

Jf no, what is the reason?

0 Low level of technological expertise

[ Uncertainty about benefits

[ The fear of too low use of ecommerce by customers and suppliers

0 Ensuring the security of payments and privacy of personal data

[0 Do not know how to cope with the complex rules governing this area.
O The predominance of English on the World Wide Web

O The high cost of Internet access is a further impediment

0 Uncertainty about the legal, regulatory and tax environment

7. Using the Internet helps you to

(Rank in order 1, most important & 5, least igror‘;ant i T

I
R

(O8]
j
i

» Reduce costs

P—

» Improve quality of product/service

L

L
T

* Reach new suppliers

* Reach new customers L

* Defend your self against competitors

tngaging in e— commerce, R

0
Increase market share WS e

* Enter new markets ///
e e \/,L/l/‘\A

\Me flexibility of your firm e




Appendix (),
Questionnaire (Arabic);
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