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Four key elements for a 
competitive advantage

✦ Why are some companies and 
industries in a country successful 
while others lose ground or fail? 

✦ Four Key elements will help to 
determine why some companies 
have a competitive advantage over 
others. 

✦ These are:  
(1) Factor Conditions  
(2) Demand conditions 
(3) Related and supporting 
industries 
(4) Company strategy, structure 
and rivalry. 
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1) Factor Conditions: 
✦ Natural Resources 
Education and Skill levels 
Wage Rates 
✦ Eg. Dutch cut-flower 
industry - research 
2) Demand Conditions: 
✦ Size of market 
✦ Sophistication of 
consumers 
✦ Media exposure of 
products 
✦ Eg. Japanese Market: Sony, 
Sanyo, Hitachi.



3) Related and Supporting 
Industries: 
✦ Existence of supplier 
clusters 
✦ Eg. German precision 
engineering suppliers. 
4) Company Strategy, 
structure, and rivalry: 
✦ Number of companies in the 
industry 
✦ Intensity of competition 
✦ Public or private ownership 

Eg. Italian Shoe Industry – 
fierce competition.
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A product may be sold globally in 
three ways:
(1) in the same form as in 
its home market, (2) with 
some adaptations, or (3) 
as a totally new 
product. 

1) Product Extension: 
Selling virtually the 
same product in other 
countries. Eg. Coke, 
Gillette razors, Levi’s 
jeans.



2) Product Adaptation: 
Changing a product in some way 
to make it more appropriate for a 
countries climate or 
preferences. 
✦ Eg. Gerber baby food – 
Vegetable and Rabbit meat in 
Poland. 

3) Product Invention: 
Inventing a totally new product 
that does not currently exist in 
any country. A product that will 
satisfy common needs in multiple 
countries.


