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Patterns of National Competitive Success by: Michael E. Porter .. (See the insert â€œHow the Diamond Works: The
Italian Ceramic Tile Industry.â€•) . Denmark has two hospitals that concentrate in studying and treating diabetesâ€”and
a.

Two elements, domestic rivalry and geographic concentration, have especially great power to transform the
diamond into a systemâ€”domestic rivalry because it promotes improvement in all the other determinants and
geographic concentration because it elevates and magnifies the interaction of the four separate influences.
Italian appliance producers, which competed successfully on the basis of cost in selling midsize and compact
appliances through large retail chains, rested too long on this initial advantage. Respondents are asked to
evaluate their expectations on a five-point scale ranging between degrees of strongly disadvantage and
strongly advantage with a neutral point in the middle. Typically, the government makes only a modest
financial contribution to the project. Long-term capital gains incentives should also be applied to pension
funds and other currently untaxed investors, who now have few reasons not to engage in rapid trading. No one
managerial system is universally appropriateâ€”notwithstanding the current fascination with Japanese
management. National prosperity is created, not inherited. By studying nations with widely varying
characteristics and circumstances, this study sought to separate the fundamental forces underlying national
competitive advantage from the idiosyncratic ones. The role of domestic rivalry illustrates how the diamond
operates as a self-reinforcing system. We chose a sample of industries for each nation that represented the
most important groups of competitive industries in the economy. Government should aim to encourage
sustained investment in human skills, in innovation, and in physical assets. Second, creating more sustainable
advantages often means that a company must make its existing advantage obsoleteâ€”even while it is still an
advantage. It must reflect a rich conception of competition that includes segmented markets, differentiated
products, technology differences, and economies of scale. They must develop the necessary capabilities to
compete in more and more sophisticated industry segments, where productivity is generally high. Soon
Japanese companies were building assembly plants in the United Statesâ€”the place U. As this example
suggests, innovation and change are inextricably tied together. A nation will export those goods that make
most use of the factors with which it is relatively well endowed. But unlike rivalries with foreign competitors,
which tend to be analytical and distant, local rivalries often go beyond pure economic or business competition
and become intensely personal. The first distinction divides factors into basic or advanced factors. And having
been tested by fierce domestic competition, the stronger companies are well equipped to win abroad. The
government has the beta coefficient 0.


