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Abstract. Winning business is grounded in sustainable competitive advantage. A company has 
competitive advantage whenever it has on edge over rivals in securing customers and defending against 
competitive forces. There are many sources of competitive advantage: making the highest-quality 
product, providing superior customer service, achieving lower costs than rivals, designing a product than 
performs better than competition brands etc. To succeed in building a competitive advantage, a company 
must try to provide what buyers will perceive as “superior value” – either a good product at a low price or 
a “better” product that is worth paying more for. This paper focuses on how small and medium company 
can achieve or defend a competitive advantage. Authors of the paper pay attention to competitive 
advantage’s macro level. Authors of the paper will describe competitive advantage’s structure, elements, 
etc. Main conclusion of the research is: speaking about micro or company level, we are discussing not 
competitive advantage, but company strategy, which include competitive advantage component. 
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Introduction 

Authors of the paper reviews different competiveness and competitive advantage definitions. 
Competitiveness can be at different levels: from the global one, such as continental, regional, national, 
etc. and ending with the individual level - company, individual, etc. Thus, in order to analyze the 
Competitiveness Advantage, it is important to define the level at which the competitiveness is being 
analyzed. Authors of the paper consider that various competitiveness levels are interrelated and interact 
with each other. Each competiveness level influences every next one. In his article, author of the paper 
will analyze a variety of competitiveness levels: state, or macro, micro and industry or enterprise level. It 
is necessary to understand how the highest level affects the lowest one and ultimately how they affect 
business competitive advantage. 

1. The macro level of competitiveness  

Many economists view competitiveness as something experienced only at the firm level, and dismiss 
notions of “national competitiveness” (Krugman 1996), while others believe the lack of attention to 
broader national‐level notions of competitiveness has been a glaring failure of economic research and 
policy (Porter 1998). 

While countries may not actually compete in global markets, locations clearly shape firm‐level 
competitiveness (positively or negatively) through natural endowments, human capital, market access, 
institutions, and a host of other factors. Indeed, competitiveness is normally achieved by entrepreneurs 
exploiting sources of comparative advantage that are unique to a location. In an increasingly integrated 
economy where low transport and coordination costs allow firms substantial choice over where they 
locate, the notion of place‐based competitiveness is important. Moreover, while competitiveness is not 
necessarily a zero‐sum game in traded goods markets, relative competitiveness does matter. 

The Organization’s for Economic Co-operation and Development (OECD) definition of 
competitiveness refers to a country’s ability to sell goods (under free and fair conditions) in global 
markets “…while simultaneously maintaining and expanding the real incomes of its people over the long 
term” (OECD 2005).  

The most broadly accepted definition of aggregate national competitiveness is productivity – 
specifically total factor productivity. Fundamentally, productivity determines the rates of return on 
investment, which in aggregate determines long‐run growth rates (Porter 1998). The ability to generate 
greater output from any given supply of inputs is, of course, the most direct route to economic growth. 

Competitiveness is defined as the ability to produce goods and services which meet the test of 
international markets, while at the same time maintaining high and sustainable levels of income or, more 



generally, the ability of (regions) to generate, while being exposed to external competition, relatively high 
income and employment levels. (European Commission 1999)  

Given that regional economies are almost certain to be more open (to trade) than the national 
economies of which they are a part, this focus on export performance would seem to be warranted. The 
„export base” of a region has long been viewed as key to regional and urban prosperity, as recently re-
emphasized by Rowthorn: The prosperity of a region is determined primarily by the strength of its export 
base … all those activities which bring income into the region by providing a good or service to the 
outside world. (Rowthorn1999)  

The implication of this line of argument would seem to be that a reduction in the size of a region’s 
export base, or deterioration in the region’s trade balance, or both, would signal a decline in regional 
competitiveness. This approach is very similar to that found in many definitions of national 
competitiveness, as for example in Tyson’s „Who’s Bashing Whom”, where US national competitiveness 
is defined as “our ability to produce goods and services that meet the test of international competition 
while our citizen’s enjoy a Standard of living that is both rising and sustainable” (Tyson 1992)  

Yet, as Krugman has pointed out, there may less to this view of competitiveness than meets the eye. 
Thus Krugman, making frequent reference to the USA, has argued that: Concerns about competitiveness 
are, as an empirical matter, almost always completely unfounded… The obsession with competitiveness 
is not only wrong but dangerous… thinking in terms of competitiveness leads to bad economic policies 
on a range of issues (Krugman 1994). He raises three points of opposition to the idea of national 
competitiveness. In the first place, he argues that it is misleading and incorrect to make an analogy 
between a nation and a firm; whereas, for example, an unsuccessful firm will ultimately go out of 
business, there is no equivalent „bottom line” for a nation. Second, whereas firms can be seen to compete 
for market share, and one firm’s success will often be at the expense of another, the success of one 
country creates rather than destroys opportunities for others, and trade between nations is well known not 
to be a ‘zero-sum’ game. Third, if competitiveness has any meaning, then it is simply another way of 
saying productivity; that growth in national living standards is essentially determined by the growth rate 
of productivity.  

Michael Porter – also suggests that the best measure of competitiveness is productivity: 
competitiveness remains a concept that is not well understood, despite widespread acceptance of its 
importance. To understand competitiveness, the starting point must be the sources of a nation’s 
prosperity. A nation’s standard of living is determined by the productivity of its economy, which is 
measured by the value of its goods and services produced per unit of the nation’s human capital and 
natural resources. Productivity depends both on the value of a nation’s products and services, measured 
by the prices they can command in open markets, and the efficiency with which they can be produced. 
True competitiveness, then, is measured by productivity. Productivity allows a nation to support high 
wages, a strong currency and attractive returns to capital and with them a high standard of living (Porter, 
Ketels 2003)  

Analyzing the various definitions, authors have come to the conclusion that all the definitions have in 
common the fact,   that different sources show that countries competitive advantage ability is to sell 
exportable and competitive products. Common is also the fact that many authors consider productivity as 
a basis for national competitiveness.  

The authors of the paper agree that productivity depends on various national macro-economic and 
social factors. According to author’s opinion, all the above mentioned facts characterize big country 
competiveness. Author believes that Competitive Advantage of the small country, for example, could be a 
narrow specialization in road choice. On the assumption of the resources the country is likely to develop 
in different sectors where the country would be an important competitive Advantage in comparison with 
other countries. For example, in Latvia in the next 20 years, the following priorities are set (which could 
contribute to national Competitiveness): investment in human capital, innovation in various processes, 
including governance and civil participation, nature - as a future capital. All this will allow the country to 
be competitive in labor productivity, productivity, and may be green and tidy, creative and easily 
accessible in world in space "(Sustainable Development Strategy of Latvia 2010)  

A nation’s competitiveness is determined by the competitiveness of the companies in its sectors. 
Michael E. Porter, Bishop William Lawrence developed the Diamond Framework. The NCCs analysis 
makes use of the Diamond Framework (Figure 1).  

 



 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Fig. 1. Title of the figure (Source: The National Competiveness center) 
 
 

Factor conditions 
Refer to the presence or absence of inputs such as a workforce with specialized skills, the availability 

of particular raw materials, physical infrastructure, financing etc. Factor inputs are not static, but can be 
continuously upgraded and become more specialized over time – for example, companies can invest in 
training employees to upgrade skills and improve productivity. 

Such a factors like labor force, education, knowledge etc. provide specialized input of high quality. 
Context for Firm Strategy and Rivalry 
Refers to the competition between companies in a cluster, sector, or industry. Competition provides 

an incentive for innovation and increased business sophistication, as firms strive to capture market share 
from competitors and boost profit margins. To create strong, globally competitive corporations, policies 
must be in place that expose firms to competition and thus sharpen company strategy, provide incentives 
to improve the quality of goods and services in order to capture greater market share. According to 
authors of the paper opinion this factor is one of the most important while forming national 
competiveness.   

Demand 
The demand element of the diamond assesses market needs and evaluates the sophistication of 

customers. Demanding customers stimulate innovation and increase rivalry between firms. The presence 
or absence of consumer and customer protections, and the ease with which imported goods and services 
are available fuel or stifle demand. Characterizing demand, core group of demanding local customers has 
to be taken into consideration. Unusual local demand in specialized segments that can be served globally.   
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Clusters consist of multiple, geographically close and interconnected industries, companies and 
associated institutions that have common and complementary goals. Clusters enhance productivity and 
competitiveness by exposure to best practices, stimulating innovation and creating new business 
opportunities. Universities and industry associations play a key role in building and disseminating this 
knowledge. 

Clusters 
The formation of clusters increases in importance as an economy moves through the different stages 

of economic development. Innovation takes place in well-developed clusters that have clearly defined 
competitive advantages and well-established related and supporting industries. Clusters benefit from both 
collaboration and competition. In particular, cluster formation demonstrates that competition is not a zero-
sum game. Rather, the competitiveness of related firms is enhanced by efficiency spill-overs in the 
cluster. Petrochemicals and its supporting industries (engineering services, equipment and machinery 
suppliers and R&D organizations) is an example of a developing cluster in the Kingdom. 

Intense interaction between customers, producers, suppliers, and institutions at a cluster level 
enhances competitiveness by: 

- Increasing productivity and efficiency through visible exposure to best practices across 
firms 

- Stimulating innovation through identification of opportunities and accelerating 
knowledge creation 

- Facilitating commercialization of new products and services and creating opportunities 
for new and supplementary business formation  

Government 
The Diamond Framework also recognizes that government has a key role to play in promoting 

competitiveness. For example, the public sector can: sponsor specialized education and training programs 
or invest in infrastructure (factor conditions); eliminate barriers to local competition through deregulation 
or changes to the regulatory environment (firm strategy and rivalry); act as a consumer of products and 
services (demand); and develop platforms that bring together supplier and industry participants (related 
and supporting industries) to enhance the competitiveness of its economy. 

Institutions for Collaboration 
Finally institutions for collaboration play a role in coordinating efforts between the public and private  
sectors and academia. Councils, universities, trade associations, and chambers of commerce are 

useful platforms for bringing together key stakeholders to develop a common competitiveness strategy 
and agenda. Partnerships developed through these institutions enhance linkages between institutions and 
individuals, and facilitate the creation and flow of information. (The National competiveness center 
2010).  

There are a number of factors and indicators according to which national competiveness can be 
assessed. However, the most prominent is the competitiveness index - complex indicators calculated in 
accordance with exquisite criteria and national competitiveness success measurements. They allow a 
country to allocate a particular place in comparison with the rest of the world and to assess the 
development in time. Besides, excluding the most popular and most quoted indexes, there are other ones, 
which are calculated by national institutions, international organizations, corporations and financial 
advisory companies. While the real impact is difficult to assess, the major indexes attract great attention – 
they are being quoted in government reports, public presentations and media. The State contribution is 
extensively analyzed internally on the basis of those criticizing or praising the policy makers, citing in 
representation materials or make excuses for inaccuracy in the collected data.    

According to the author’s opinion the index users often lack notion of what the index actually shows 
and what kind of economic or political grounds the calculation is based and how they are interpreted. 
For non-specialist it is really not easy to analyze those indexes, as indexes are rarely accompanied with 
the detailed description of the methodology and interpretation advices. 

Authors of the paper have chosen the following indicators, as they assume these indicators 
characterize country's competiveness and Competitive Advantage: Global Competitve Index (GCI), 
Country Risk Index, Corruption Perception Index (CPI) and others. 

Since 2005, the World Economic Forum (WEF) has based its competitiveness analysis on the Global 
Competitiveness Index, a highly comprehensive index for measuring national competitiveness, which 



captures the microeconomic and macroeconomic foundations of national competitiveness. WEF define 
competitiveness as the set of institutions, policies, and factors that determine the level of productivity of a 
country.  

GCI includes 12 pillars of economic competitiveness: institutions, infrastructure, microeconomic 
environment, health and primary education, higher education and training, goods market efficiency, 
labor market efficiency, financial market development, technological readiness, market size, business 
sophistication, innovation.  

For example, country with the highest GCI from 139 countries in 2010 is Switzerland with index 
5,63. Latvia is on the 70th place with score 4,14. Estonia score is 4,61 and Lithuania’s is 4,38. This 
indicates that of all three Baltic countries, Estonia is being the most competitive, despite the fact that all 
countries have about the same starting position since independence (World Economic Forum 2010). 

Another indicator which characterized country’s competiveness and competitive advantages is 
Country Risk Index – it’s survey which made by Euromoney and  monitoring Political and Economic 
Stability of 186 counties. To Obtain the coverall Country Risk Euromoney Assign a score of six 
weighting Categories: Political Risk (30 % weighting), Economic performance (30 %), Structural 
assessment (10%), Debt Indicators (10 %), credit ratings (10%) and access to bank finance / capital 
markets (10%).According the Sep.2010 monitoring among the Baltic countries, Estonia has highest rating 
(51 place) and lowest one goes for Latvia (68 place). Lithuania is on 55th place. (Euromoney 2010). 

Corruption Perceptions Index by authors of the paper opinion also characterized country’s 
competitiveness. However, the index also demonstrates that the region is far from corruption-free and 
many achievements are still precarious. Latvia’s CPI score fell from 5.0 in 2008 to 4.5 in 2009 primarily 
due to high profile corruption scandals and the previous government’s attempt to undermine the national 
anti-corruption agency in 2008. Perhaps the single most damaging corruption case concerned the previous 
government’s bailout of a locally-owned bank at the end of 2008, which benefitted the bank’s owners, 
large investors and possibly, political decision-makers. The bailout eventually contributed to the collapse 
of the Latvian economy, which has badly affected government operations, including its ability to fight 
corruption. 

For example, best CPI score in 2009 (EU27) is in Denmark with 9.3 points, on the next position is 
Sweden with 9.2 points. Switzerland has 9.00 points, Finland – 8.9, Estonia – 6.6., Lithuania – 4.9 and 
Latvia – 4.5. In the end of the list are Bulgaria, Greece and Rumania with 3.8 points. (Transparency 
International 2010) 

WRT Competitive Advantage’s macro level, authors also recommend to take into account the 
Business Cycle, because they are affecting individual national and global economies in the most direct 
meaning. The term business cycle (or economic cycle) refers to economy-wide fluctuations in production 
or economic activity over several months or years. These fluctuations occur around a long-term growth 
trend, and typically involve shifts over time between periods of relatively rapid economic growth 
(expansion or boom), and periods of relative stagnation or decline (contraction or recession). (O'Sullivan, 
Sheffrin 2003).  

Who's particularly impacted by economic cycles? 
While the economy as a whole is negatively impacted by economic cycles, certain companies and 

industries are particularly sensitive to changes in the overall state of the economy. Manufacturers of 
durable goods like cars, appliances, and electronics are among the most impacted. When times are bad, 
people tend to cut back on the purchase of durables, as the ones they already have can generally last 
through the recession. At the same time, durables usually benefit the most from booms. As disposable 
income increases, consumers are likely to go out and buy that new car they've been holding out on. In 
addition to manufacturers, financial institutions are susceptible to declining demand for financial services 
and an overall decrease in the amount of money flowing through the economy.   

Who's relatively less impacted by economic cycles? 
On the other hand, certain goods are relatively insulated from the impact of economic cycles. Goods 

that have a relatively inelastic demand with respect to income are generally shielded. For example, food 
has a very inelastic demand. No matter how bad the economy gets, people have to eat and will continue to 
purchase food. This is particular true for staple foods and goods like insulin and bread. In addition, when 
the economy improves, people rarely eat more or buy more necessities. (Wikinwest 2010). 

Authors of the paper consider that there are a number of SME enterprises which are associated with 
the big industry companies producing a variety of components, raw materials, etc. or provide services to 



large manufacturers and are engaged in companies various production stages. Such companies are being 
affected by business cycles, as well as the big industry ones. On the other hand development and even 
creation of SMEs may be encouraged in cycle downturn, focusing on commodity production - such as 
food, because, first, people will never refuse it. Second, often refusing the good things of life, people are 
compensating it with the food. States national factors are being affect business competiveness. It is 
important to realize that national factors could affect the company's competitive advantage. Production 
factors - land, labor, capital, raw materials, technical know-how, managerial expertise and physical 
infrastructure (roads, ports) the cost of accessibility is a key competitive advantage creation. Analyzing 
competitive advantages, M. Porter identified the other elements of national contexts, which also play a 
key role in creating competitive advantage. He found that the state's ability to compete is being 
characterized by 4 main factors: 1st The country has the right combination of factors of production, to 
support a given sector; 2nd Intensive competition among local firms in a given sector increases their 
efficiency; 3rd Strictly local demand conditions conduct domestic sector development, and consumers 
like businesses to work more effectively; 4th Supportive industries are competing globally, offering local 
businesses a low cost and high quality raw materials. (Caune 2009). 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 

Fig. 2. National competitive advantage model (Sourse: Caune, 2009). 
 

 
Summarizing, the authors of the paper concluded that, first, to assess the competitiveness of the 

country it is imperative to analyze a number of indicators from various sources. Each entrepreneur 
operating on foreign market has to analyze opportunities that are assessed directly from the business-
critical positions and aspects. Also, other macroeconomic factors, not only the effectiveness, such as the 
legal bases, etc. should be taken into consideration. Cooperation in the global market – companies should 
remember that the business partners will be judged not only for their own businesses and their 
competitiveness, but also for the home country competitiveness. The same authors suggest companies to 
choose their partners and customers by assessing their country of origin effectiveness indicators in order 
to avoid problems that may arise in the course of cooperation. Problems can arise in legislation, or 
economic condition, etc., and they may not be linked with the cooperation business. For evaluation, it is 
useful to use effectiveness indicators.  

2. The competiveness of the industry / company. 

The industry consists of the certain number of companies that offer similar products or services. Under 
"similar products" are products that consumers' consider as substitute. The best way to assess the 
competitive environment in the sector is to use Porter's Five force model. According to the model, there 
are 5 basic competitive forces in each sector: the threat of the entry of new competitors, the intensity of 
competitive rivalry, the threat of substitute products or services, the bargaining power of customers 
(buyers), and the bargaining power of suppliers. (Porter 1980.)   
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As Porter's Five Forces analysis deals with factors outside an industry that influence the nature of 
competition within it, the forces inside the industry (microenvironment) that influence the way in which 
firms compete, and so the industry’s likely profitability is conducted in Porter’s five forces 
model. A business has to understand the dynamics of its industries and markets in order to 
compete effectively in the marketplace. Porter defined the forces which drive competition, 
contending that the competitive environment is created by the interaction of five different forces 
acting on a business. In addition to rivalry among existing firms and the threat of new entrants 
into the market, there are also the forces of supplier power, the power of the buyers, and the 
threat of substitute products or services. Porter suggested that the intensity of competition is 
determined by the relative strengths of these forces.   

Understanding the nature of each of these forces gives organizations the necessary insights to enable 
them to formulate the appropriate strategies to be successful in their market. 

Intensity of competition among businesses affects certain sector's profitability. It affects the supply, 
distribution and customer acquisition costs. The more intensive is the competition, the less attractive is 
the industry. Competition is most intensive when there is no one particular leader in the field, there is a 
large number of competitors in the industry; high fixed costs, low product differentiation, high exit 
barriers, as well as industry growth or decline took a downward turn. 

In the context of industry competiveness authors of the paper would like to pay attention to a concept 
of the Industry's Strategic groups - a group of companies that use similar strategies in response to the 
environmental impact within the industry. Strategic groups show obligations among all industry 
operations and individual businesses' operations. The industry may consist of several strategic groups 
(Caune 2009). 

Another model for analyzing the industry's Effectiveness is McKinsey's combined portfolio 
model. This model describes markets attractiveness and competitiveness with the help of 3x3 
matrixes. Instead of market attractiveness / growth rate index he uses other ones, which are specific to a 
given sector (Fig. 3). 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Fig. 3. McKiensey’s combined portfolio model (Source: Doyle 2003).  
 

Analyzing, the most suitable one is being chosen from the list, significance level is being designated, 
consider how the chosen element effects on the structure of business units and overall assessment. The 
same is with the competitiveness. (Doyle 2002).  

Any company must seek to understand the nature of its competitive environment if it is to be 
successful in achieving its objectives and in establishing appropriate strategies. If a company fully 
understands the nature of the Porter’s five forces, and particularly appreciates which one is the most 
important, it will be in a stronger position to defend itself against any threats and to influence the forces 
with its strategy. The situation is fluid, and the nature and relative power of the forces will change. 
Consequently, the need to monitor and stay aware is continuous.  

Some issues during the implementation of these Five Forces are crucially important for organizations 
to build long-term business strategy and sustaining competitive advantages rather than simply list the 
forces. Successful use of the Porter Model Analysis includes identifying the sources of competition, the 
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strength and likelihood of that competition existing, and strategic recommendations for the action a 
company should take to in order to develop barriers to competition.  

Authors of the paper believe that industry's competitiveness affect both external and internal 
environment factors. To external factors may be attributed: the economic environment, legal environment, 
the municipal government environment, technological environment, natural environment and cultural 
environment. A key factor of internal environment of the industry is competitive environment within the 
sector. This environment affects the following factors:  

1st Suppliers. It is important to identify and take into account: resources/material 
distinction/uniqueness. It is necessary to compare costs in customers switching case. Assess the existence 
of substitutes and the importance of the volume delivered. Supply share of total industry. Resource price 
proportion within the general price has to be measured. The possibility of current and countercurrent 
integration 

2nd Entry barriers. Patents and licenses, brand recognition, switching costs, capital requirements for 
the amount of contributions prior to the start-up, access to distribution channels, the absolute cost 
advantages, distinctive production and action model existence, public and local policy, expected reactions 
of competitors. It is important to assess industry growth and switching costs, as well as output 
barriers. Strategic group specific weight has to be assessed. 

3rd Buyers. Assess the purchaser and the supplier relative concentration, the purchase 
volume. Necessary to compare the buyer - supplier replacement cost. Assess customer awareness and 
customer countercurrent integration capabilities, as well as substitution. 

4th Substitutes. Assess the relative prices of substitutes, switching costs, as well as consumer trust / 
distrust alternates.  

All factor interaction form intensity of competition in the sector with different strategies and 
techniques. Summarizing: Sustainable competitive advantage is achieved through matching an 
organization’s core competencies to the value-network. Effective strategic management requires 
knowledge of the macro environment and of the organization itself. 

Strategic leadership must consider changes in the business environment, seeking new opportunities 
for the organization to adapt to. Internationalization provides significant chances to achieve advantages 
though cross-border consolidation. The point of view of the author of the papers that marketing can be 
easily copied, but efficient operations cannot, that’s means to know what you are doing, and do it better! 

3. Development of the competitive advantage for SME on national or industry base. 

The main problem, which authors of the paper perceive in SME competitive advantage building, is that it 
can not be increased without increasing the National Industry and competiveness. This leads to a 
deadlock in some way. Nature of the problem is set out in the table (Table 1). 
 
Table 1. Levels of the competiveness  

Level’s name Level’s definition Comments - results depends on: 

National  

country’s ability to sell goods (under free and fair 
conditions) in global markets while simultaneously 
maintaining and expanding the real incomes of its 
people over the long term 

Export 
Trade balance 
Human capital 
Natural resources etc. 

Industry 
Value-generating activities, that ensure profitability 
above average profitability of the sector, are able to 
keep it for many years and are sustainable. 

Productivity  
Market attractiveness etc.  
Depends on national 
competitiveness level 

Company 
Competitiveness is a comparative concept of the 
ability and performance of a firm to sell and supply 
goods and/or services in a given market 

Value chain 
Skills/abilities 
Added value 
Resources 
Depends on industry/national 
competiveness  level 

 
Table shows table company's competiveness level depends on the industry and National Level. This 

means that if the country or sector is weak, then companies are less likely to be more competitive than 
similar companies in other countries. Or is there any possibility for companies, especially SMEs to be 



competitive regardless the external environmental conditions? The authors of the paper believe that 
output can be practical for the enterprise operates in Competitive Industry in other national segments, 
which is the market effect of globalization. Corporate activity in foreign markets could contribute to the 
poor and disadvantaged regions to form. In order the company to become competitive, it has to get over 
the series of obstacles and cope with different levels of competiveness which mutually interact. Authors 
of the paper developed SME competiveness model (Figure. 4). 

 
 
 
 
 

 

 

   

 

 

 
Fig. 4. Model of SME competiveness and its influence factors (Source: Authors of the paper) 

 

The company is surrounded by the external environment, a sector in which the company 
operates, as well as the state of the company. In order to achieve results which is a competitive 
Advantage in given situation they have to face the following barriers: first, macro level external 
barriers - legislation, political-social situation, etc. Secondly, the internal micro or industry level 
barrier – the situation within the industry where the company operates, competition, quantity of 
industry players, market-share, etc. Third, the barriers also include the company's internal 
processes, resources, partners, competitors, etc., as well as per se, are barriers that may hinder 
the company's competitiveness. Depending on the enterprise sphere it can be more or less 
affected by a variety of barriers, but to be competitive, it has to overcome barriers and put to 
rights the company's internal processes. 

6. Conclusions 

The main conclusions made by authors of the paper are:  
- All competitiveness level - macro, industry and company are interconnected, they interact 
and influence each other.  
- Small and medium enterprise development is dependent on national development as a 
whole.  
- Creating small and medium enterprise competitive advantage should be taken into 
account  
- National and industry characteristics.  
- Competitive advantage of small and medium enterprise is a complex issue to be studied 
and explored detailed competiveness in the context hunted anymore.  
However, the field of research is very wide and this paper presents just an insight in the large 
scope of questions what should be analyzed in the future researches. 

 
INDUSTRY  

 
 

COMPANY 

  Added value 

A
ttr

ac
tiv

en
es

s 

Human capital 

MACRO LEVEL 

N
at

ur
al

 r
es

ou
rc

es
 Q

uality level of products 

PERFORMANCE 
(RESULTS) 

E
X

T
E

R
N

A
L 

M
A

C
R

O
 

W
IT

H
IN

 C
O

M
P

A
N

Y
 

IN
T

E
R

N
A

L 
M

A
C

R
O

 



References 

Caune, J.; Dzedons, A. 2000. Stratēăiskā vadīšana, Lidojošā Ziv: 97–116 . 
Doyle, P. 2002. Marketing management and strategy. Harlow: Pearson Education, pp.147 – 149.  
Euromoney, 2010. Country risk September 2010. [online] [cited 16 October]. Available from Internet: 

<http://www.euromoney.com/Article/2675660/Country-risk-Full-results.html>. 
European Comission, 1999. Sixth Periodic Report on the Social and Economic Situation of Regions in the EU, 

Brussels: European Commission.  
Krugman, P. 1994. Competitiveness: A Dangerous Obsession, Foreign Affairs 73(2): 28–44. 
Krugman, P. 1996. Making sense of the competitiveness debate, Oxford Review of Economic Policy 12: 17–35. 
O'Sullivan, A.; Sheffrin, S. M. 2003. Economics: Principles in action. Upper Saddle River, New Jersey: Pearson 

Prentice Hall, 310.  
Porter, M. 1980. Competitive Strategy: Techniques for Analyzing Industries and Competitors, New York: Free 

Press. 
Porter, M. 1998. On Competition, Boston, Mass: Harvard Business School Press.  
Porter, M. 1998. Location, clusters and the new economics of competition, Business Economics (33): 7–17. 
Porter, M.; Ketels, C. H. M. 2003. UK Competitiveness: Moving to the Next Stage, DTI Economics Paper 3. 

London: Department of Trade and Industry. 
Rowthorn, R. 1999. The Political Economy of Full Employment in Modern Britain, The Kalecki Memorial Lecture, 

University of Oxford. 
Sustainable Development Strategy of Latvia until 2030 [online] [cited 14 October 2010]. Available from Internet: 

<http://www.latvija2030.lv/page/320>.  
The National Competitiveness center. Dimand framework [online] [cited 14 October 2010]. Available from Internet: 

<http://www.saudincc.org.sa/About-National-Competitiveness/Diamond-Framework-of Competitiveness.aspx 
#Context>. 

The Organisation’s for Economic Co-operation and Development (OECD). 2005. Building Competitive Regions: 
Strategies and Governance [online] [cited 10 October 2010]. Available from Internet: <http://www.oecd-
ilibrary.org/urban-rural-and-regional-development/building-competitive-regions-strategies-and-governance 
_9789264009479-en>. 

Transparency International. 2010. Corruption Perceptions Index 2010 Results [online] [cited 19 October]. Available 
from Internet: http://www.transparency.org/policy_research/surveys_indices/cpi/2010/results. 

Tyson, L. 1992. Who's Bashing Whom? Trade Conflicts in High-Technology Industries, Washington, DC: Institute 
for International Economics. 

World Economic Forum. The Global Competitiveness Report 2010–2011 [online] [cited 16 October]. Available 
from Internet: <http://www.weforum.org/documents/GCR10/index.html>. 


