Diamond of national competitive advantage

It is always the dream of every company out there to grow and expand into other markets beyond its native area of establishment. However, to do, a lot of factors have to be taken into consideration as they directly or indirectly affect the success of such move. In other words, companies take a lot of caution when making the ultimate decision to venture into a new foreign market. One of the critical factors that are often reviewed is the competitive position of the foreign market against the global setting. Ideally, business is bound to do better in markets that are more competitive as they offer a lot of opportunities for growth and expansion.


Diamond model of Michael Porter is one of the most renowned concepts employed to study this competitiveness of different markets. Apparently, this model offers a framework with which one can weight how best a market is performing against the global competition. According to this model, there are generally four interlinked advance factors that determine the sustained industrial growth of a country upon which its competitiveness is pegged. These include firm strategy, demand conditions, structure and rivalry, related supporting industries and finally factor aspects. The model somewhat diverts from the norm which suggests that this competitiveness is determined by a range of basic inherited factors such as land, labor, location, local population size and natural resources. 

The above factors are very critical in influencing the decision to venture into a foreign market. For instance, companies nowadays are looking to expand into markets with factor conditions such as skilled resources as well as technological base. In terms of demand conditions, they are looking for markets with a strong and more demanding local market with which they can anticipate global trends. Such market is characterized with among other things, competitive local supporting industries as well as a culture of strong firm strategy, structure and rivalry. All these factors are linked in the sense that the performance of one somewhat affects that of another. As such, the government is left with the critical responsibility of acting as a catalyst as well as a challenger. 
Advantages and disadvantages of franchise vs. wholly owned subsidiary as methods of entering foreign markets

There are generally many methods of entering a new foreign markets. Some of the most common ones include setting up wholly owned subsidiaries or building dealerships and establishing franchise. All of these methods have their own set of advantages as well as disadvantages. 


Franchising basically means getting into dealerships where a foreign company contracts a local company to sell its products and services on its behalf. This options brings about a lot of benefits. Some of the most renowned ones include increased economic growth, access to more dynamic business climate, access to expertise, technology transfer, a higher success rate than start-up businesses and a good reputation from already established brand and image. On the contrary however, pursuing this option exposes a company to a set of disadvantages that include theft of intellectual property, bad performance by other franchisees, reduced revenues as the net profits have to be shared, poor working conditions, restriction on where to operate, compromise on quality and company standards and erosion of native company cultures among others. 

Companies that do not fancy the option of establishing dealerships through franchising have an alternative option of putting up their wholly own subsidiaries. This option entails the parent company fully acquiring all of the subsidiary’s common stock. Like many other options, this one too has its own set of pros and cons. The most notable advantage is perhaps the operational and strategic control that the parent company has over the subsidiary. Despite being in a foreign environment, the holding company reserves the right to make all critical decisions concerning how it wishes the subsidiary to be operated. This option also eliminates the risk of losing intellectual property. 
