
CHAPTER 2

RELATED THEORY AND LITERATURE REVIEW

I n  t h i s  c h a p t e r ,  f i r s t l y ,  w e  w i l l  p r e s e n t  t h e  t h e o r y  o f  S W O T  a n a l y s i s  f o l l o w e d  b y  
t h e  d e f i n i t i o n  o f  P o r t e r ’s  F i v e  F o r c e  a n a l y s i s .  N e x t ,  l i t e r a t u r e  s u r v e y  w i l l  b e  i l l u s t r a t e d  in  

f i n d  s e c t i o n .

2.1  T h e  S W O T  A n a ly s is

S W O T  is  a n  a c r o n y m  f o r  a  c o m p a n y ’s  s t r e n g t h s ,  w e a k n e s s e s ,  o p p o r t u n i t i e s ,  a n d  

t h r e a t s .  S W O T  r e f e r s  t o  a n  a n a l y s i s  o f  t h e  s t r a t e g i c  e n v i r o n m e n t  i n v o l v i n g  i n t e r n a l  a n d  
e x t e r n a l  f a c t o r s .  E n v i r o n m e n t  f a c t o r s  i n t e r n a l  t o  t h e  o r g a n i z a t i o n  u s u a l l y  c a n  b e  c l a s s i f i e d  

a s  s t r e n g t h s  ( ร )  a n d  w e a k n e s s e s  ( พ )  w h e r e a s  e x t e r n a l  f a c t o r s  a r e  c l a s s i f i e d  a s  

o p p o r t u n i t i e s  ( 0 )  a n d  t h r e a t s  (T ) .

T h i s  a p p r o a c h  i s  a n  e a s y  t o o l  f o r  g e t t i n g  a  q u i c k  o v e r v i e w  o f  a  c o m p a n y ’s 

s t r a t e g i c  s i t u a t i o n .  T h e  p o i n t  o f  t h e  a n a l y s i s  i s  t o  e n a b l e  t h e  o r g a n i z a t i o n  t o  p o s i t i o n  i t s e l f  
t o  t a k e  a d v a n t a g e  o f  p a r t i c u l a r  o p p o r t u n i t i e s  i n  t h e  e n v i r o n m e n t  a n d  to  a v o i d  e n v i r o n m e n t  

t h r e a t s .  T h i s  a n a l y s i s  i s  u s e f u l  f o r  u n c o v e r i n g  s t r e n g t h s  t h a t  h a v e  n o t  b e e n  f u l ly  u t i l i z e d  

a n d  i n  i d e n t i f y i n g  w e a k n e s s  t h a t  c a n  b e  c o r r e c t e d .  M a t c h i n g  i n f o r m a t i o n  a b o u t  t h e  

e n v i r o n m e n t  w i t h  k n o w l e d g e  o f  t h e  o r g a n i z a t i o n ’s  c a p a b i l i t i e s  e n a b l e s  m a n a g e m e n t  to  
f o r m u l a t e  r e a l i s t i c  s t r a t e g i e s  f o r  a t t a i n i n g  i t s  g o a l s .

A n  o r g a n i z a t i o n ’s  s t r e n g t h s  a r e  i t s  r e s o u r c e s  a n d  c a p a b i l i t i e s  t h a t  c a n  b e  u s e d  a s  a  
b a s i s  f o r  d e v e l o p i n g  a  c o m p e t i t i v e  a d v a n t a g e  w h i l e  t h e  a b s e n c e  o f  c e r t a i n  s t r e n g t h s  m a y  

b e  v i e w e d  a s  a  w e a k n e s s .  T h e  e x t e r n a l  e n v i r o n m e n t a l  a n a l y s i s  m a y  r e v e a l  c e r t a i n  n e w  
o p p o r t u n i t i e s  f o r  p r o f i t  a n d  g r o w th .  H o w e v e r ,  t h e  c h a n g e s  i n  t h e  e x t e r n a l  e n v i r o n m e n t  
m a y  p r e s e n t  t h r e a t s  t o  t h e  o r g a n i z a t i o n .



7

S t r i c k l a n d  ( 1 9 8 4 )  i n t r o d u c e d  s o m e  o f  t h e  k e y  c o n s i d e r a t i o n s  i n  c o m p i l i n g  a  
S W O T  a n a l y s i s  l i s t i n g  a s  f o l lo w s ;

2.1.1 Strengths (Internal Analysis)
■  A  d i s t i n c t i v e  c o m p e t e n c e ?

■  A d e q u a t e  f i n a n c i a l  r e s o u r c e s ?

■  G o o d  c o m p e t i t i v e  s k i l l s ?
■  W e l l  t h o u g h  o f  b y  b u y e r s ?

■  A n  a c k n o w l e d g e  m a r k e t  l e a d e r s ?

■  W e l l - c o n c e i v e d  f u n c t i o n a l  a r e a  s t r a t e g i e s ?

■  A c c e s s  to  e c o n o m i e s  o f  s c a l e ?

■  I n s u l a t e d  ( a t  l e a s t  s o m e w h a t )  f r o m  s t r o n g  c o m p e t i t i v e  p r e s s u r e s ?

■  P r o p r i e t a r y  t e c h n o l o g y ?

■  C o s t  a d v a n t a g e s ?

“ C o m p e t i t i v e  a d v a n t a g e s ?

■  P r o d u c t  i n n o v a t i o n  a b i l i t i e s ?

■  P r o v e n  m a n a g e m e n t ?

■  O t h e r ?

2.1.2 Weaknesses (Internal Analysis)
■  N o  c l e a r  s t r a t e g i c  d i r e c t i o n ?

■  A  d e t e r i o r a t i o n  c o m p e t i t i v e  p o s i t i o n ?
■  O b s o l e t e  f a c i l i t i e s ?

■  L a c k  o f  m a n a g e r i a l  d e p t h  a n d  t a l e n t ?

■  M i s s i n g  a n y  k e y  s k i l l s  o r  c o m p e t e n c e s ?

■  P o o r  t r a c k  r e c o r d  i n  i m p l e m e n t i n g  s t r a t e g y ?
■  P l a g u e d  w i t h  i n t e r n a l  o p e r a t i o n  p r o b l e m s ?

■  V u l n e r a b l e  to  c o m p e t i t i v e  p r e s s u r e s ?

■  F a l l i n g  b e h i n d  i n  R & D ?
■  T o o  n a r r o w  a  p r o d u c t  l i n e ?
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■  W e a k  m a r k e t  im a g e ?
■  C o m p e t i t i v e  d i s a d v a n t a g e s ?

■  B e l o w - a v e r a g e  m a r k e t i n g  s k i l l s ?

■  U n a b l e  t o  f i n a n c e  n e e d e d  c h a n g e s  i n  s t r a t e g y ?
■  O t h e r ?

2.1.3 Opportunities (External Analysis)
■  S e r v e  a d d i t i o n a l  c u s t o m e r  g r o u p s ?

■  E n t e r  n e w  m a r k e t s  o r  s e g m e n t s ?

■  E x p a n d  p r o d u c t  l i n e  to  m e e t  b r o a d e r  r a n g e  o f  c u s t o m e r  n e e d s ?
* D i v e r s i f y  i n t o  r e l a t e d  p r o d u c t s ?

■  A d d  c o m p l e m e n t a r y  p r o d u c t s ?

■  V e r t i c a l  i n t e g r a t i o n ?
■  A b i l i t y  t o  m o v e  t o  b e t t e r  s t r a t e g i c  g r o u p ?

■  C o m p l a c e n c y  a m o n g  r i v a l  f i r m s ?

■  F a s t e r  m a r k e t  g r o w t h ?

■  O t h e r s ?

2.1.4 Threats (External Analysis)
■  L i k e l y  e n t r y  o f  n e w  c o m p e t i t o r s ?
■  R i s i n g  s a l e s  o f  s u b s t i t u t e  p r o d u c t s ?

■  S l o w e r  m a r k e t  g r o w th ?

■  A d v e r s e  g o v e r n m e n t  p o l i c i e s ?

■  G r o w i n g  c o m p e t i t i v e  p r e s s u r e s ?

■  V u l n e r a b i l i t y  t o  r e c e s s i o n  a n d  b u s i n e s s  c y c l e ?

* G r o w i n g  b a r g a i n i n g  p o w e r  o f  c u s t o m e r s  o r  s u p p l i e r s ?

* C h a n g i n g  b u y e r  n e e d s  a n d  t a s t e s ?
■  A d v e r s e  d e m o g r a p h i c  c h a n g e s ?
■  O t h e r ?
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2 .2  P o r te r ’ s F iv e  F o rc e  A n a ly s is

T h e  P o r t e r  m o d e l ,  f i v e  f o r c e s ,  i s  d e f i n e d  a s  a  t o o l  f o r  b u s i n e s s  a n a l y s i s .  I t  i s  u s e f u l  

m o d e l  u s e d  t o  u n d e r s t a n d  t h e  c o m p e t i t i v e  f o r c e  w i t h  o p e r a t e  i n  a n  i n d u s t r y  a n d  t o  

e v a l u a t e  i n d u s t r y  a t t r a c t i v e n e s s .  T h i s  a p p r o a c h  s h o w s  a  s u m m a r y  o f  t h e  m a i n  f o r c e s ,  

w h i c h  a r e  e x e r t e d  o n  a n d  b y  t h e  v a r i o u s  f a c t o r s  i n  t h e  m a r k e t .  T h e  m o d e l  f o c u s e s  o n  f iv e  

b a s i c  c o m p e t i t i v e  f o r c e s  t h a t  s h a p e  c o m p e t i t i o n  w i t h i n  a n  i n d u s t r y .  T h e y  c o n s i s t  o f  t h e  

r i s k  o f  n e w  e n t r y  b y  p o t e n t i a l  c o m p e t i t o r s ,  t h e  d e g r e e  o f  r i v a l r y  a m o n g  e s t a b l i s h e d  

c o m p a n i e s  w i t h  a n  i n d u s t r y ,  t h e  b a r g a i n i n g  p o w e r  o f  b u y e r s ,  t h e  b a r g a i n i n g  p o w e r  o f  

s u p p l i e r s  a n d  t h e  c l o s e n e s s  o f  s u b s t i t u t e s  t o  a n  i n d u s t r y ’s  p r o d u c t s .

F i g u r e  2 .1  : T h e  f iv e  f o r c e  m o d e l
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2.2.1 Threat of new entrants
N e w  e n t r a n t s  t o  a n  i n d u s t r y  c a n  t h r e a t e n  e x i s t i n g  c o m p e t i t o r s .  N e w  e n t r a n t s  b r i n g  

a d d i t i o n a l  p r o d u c t i o n  c a p a c i t y .  U n l e s s  p r o d u c t  d e m a n d  i s  i n c r e a s i n g ,  a d d i t i o n a l  c a p a c i t y  

h o l d s  c o n s u m e r s ’ c o s t s ,  r e s u l t i n g  i n  l e s s  s a l e s  r e v e n u e  a n d  l o w e r  r e t u r n s  f o r  a l l  

c o m p a n i e s  i n  t h e  i n d u s t r y .  U s u a l l y ,  n e w  e n t r a n t s  h a v e  s u b s t a n t i a l  r e s o u r c e s  a n d  a  k e e n  

i n t e r e s t  i n  g a m i n g  a  l a r g e  m a r k e t  s h a r e .  A s  s u c h ,  n e w  c o m p e t i t o r s  m a y  f o r c e  e x i s t i n g  

f i r m s  t o  b e  m o r e  e f f e c t i v e  a n d  e f f i c i e n t  a n d  t o  l e a r n  h o w  to  c o m p l e t e  o n  n e w  d i m e n s i o n s .  
[ M i c h a e l  A .  H i t t ,  1 9 9 9 ]

F o r  b a r r i e r s  t o  e n t r y ,  e x i s t i n g  c o m p e t i t o r s  t r y  t o  d e v e l o p  b a r r i e r s  t o  m a r k e t  e n t r y .  

H o w e v e r ,  p o t e n t i a l  e n t r a n t s  s e e k  m a r k e t s  w h e r e  t h e  e n t r y  b a r r i e r s  a r e  r e l a t i v e l y  
i n s i g n i f i c a n t .  T h e  a b s e n c e  o f  e n t r y  b a r r i e r s  i n c r e a s e  t h e  p r o b a b i l i t y  a  n e w  e n t r a n t  c a n  

o p e r a t e  p r o f i t a b i l i t y  i n  a n  i n d u s t r y .  T h e r e  a r e  m a n y  f a c t o r s  t h a t  c a n  b e  t h e  t h r e a t s  o f  n e w  

e n t r a n t s .  T h e y  c o n s i s t  o f  e c o n o m i c  o f  s c a l e ,  p r o p r i e t a r y  p r o d u c t  d i f f e r e n c e s ,  b r a n d  

i d e n t i t y ,  s w i t c h i n g  c o s t ,  c a p i t a l  r e q u i r e m e n t ,  a c c e s s  t o  d i s t r i b u t i o n  a n d  g o v e r n m e n t  
p o l i c y .

2 . 2 .1 .1  E c o n o m i c  o f  s c a l e

E c o n o m i c  o f  s c a l e  r e f e r  t o  t h e  q u a n t i t y  o f  a  p r o d u c t  d u r i n g  a  g i v e n  t i m e  

p e r i o d  i n c r e a s e s ,  t h e  c o s t  o f  m a n u f a c t u r i n g  e a c h  u n i t  d e c l i n e s .

S c a l e  e c o n o m i c  c a n  b e  g a i n e d  t h r o u g h  m o s t  b u s i n e s s  f u n c t i o n s  s u c h  a s ,  

m a r k e t i n g ,  m a n u f a c t u r i n g ,  r e s e a r c h  a n d  d e v e l o p m e n t  a n d  p u r c h a s i n g .  N e w  
e n t r a n t s  f a c e  a  d i l e m m a  w h e n  e x i s t i n g  c o m p e t i t o r s  h a v e  s c a l e  e c o n o m i c s .  S m a l l -  

s c a l e  e n t r y  p l a c e s  t h e m  a t  a  c o s t  d i s a d v a n t a g e .  O n  t h e  o t h e r  h a n d ,  l a r g e - s c a l e  

e n t r y ,  w h e r e  t h e  n e w  e n t r a n t  m a n u f a c t u r e s  l a r g e  v o l u m e s  o f  a  p r o d u c t  t o  g a i n  
e c o n o m i c s ,  r i s k s  s t r o n g  r e a c t i o n s  f r o m  e s t a b l i s h e d  c o m p e t i t o r s .
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2 .2 .1 .2  P r o d u c t  d i f f e r e n t i a t i o n

C u s t o m e r s  m a y  c o m e  t o  b e l i e v e  t h a t  a n  e x i s t i n g  c o m p a n y ’s  p r o d u c t  is  
u n i q u e .  T h i s  b e l i e f  c a n  r e s u l t  f r o m  s e r v i c e  t o  t h e  c u s t o m e r ,  e f f e c t i v e  a d v e r t i s i n g  

c a m p a i g n s ,  o r  t h e  c o m p a n y  b e i n g  t h e  f i r s t  t o  m a r k e t  a  p a r t i c u l a r  p r o d u c t .  T h e  

b e l i e f  t h a t  a  c o m p a n y ’s i s  u n i q u e  r e s u l t s  i n  l o y a l  c u s t o m e r s  w h o  h a v e  s t r o n g  

b r a n d  i d e n t i f i c a t i o n .  N e w  e n t r a n t s  m u s t  a l l o c a t e  s i g n i f i c a n t  r e s o u r c e s  o v e r  a  l o n g  

p e r i o d  o f  t i m e  to  o v e r c o m e  e x i s t i n g  c u s t o m e r  l o y a l t i e s .  T o  c o m b a t  t h e  p e r c e p t i o n  

o f  u n i q u e n e s s ,  n e w  e n t r a n t s  f r e q u e n t l y  o f f e r  t h e i r  p r o d u c t s  a t  l o w e r  p r i c e s .  

H o w e v e r ,  t h i s  c a n  r e s u l t  i n  l o w e r  p r o f i t a b i l i t y  o r  o v e n  a  l o s s  f o r  t h e  n e w  e n t r a n t .

2 . 2 .1 . 3  C a p i t a l  R e q u i r e m e n t s

C o m p e t i n g  i n  a  n e w  e n t r y  n o r m a l l y  r e q u i r e d  r e s o u r c e s  t o  i n v e s t .  C a p i t a l  i s  
n e e d e d  f o r  i n v e n t o r i e s ,  m a r k e t i n g  a c t i v i t i e s ,  e t c .  C o m p e t i n g  i n  a  n e w  e n t r y  m a y  

a p p e a r  a t t r a c t i v e  b u t  t h e  c a p i t a l  r e q u i r e d  f o r  s u c c e s s f u l  m a r k e t  e n t r y  m a y  n o t  b e  
a v a i l a b l e .

2 . 2 . 1 .4  S w i t c h i n g  c o s t s

S w i t c h i n g  c o s t s  a r e  t h e  o n e - t i m e  c o s t s  c u s t o m e r s  i n c u r  w h e n  b u y i n g  f r o m  

a  d i f f e r e n t  s u p p l i e r s .  T h e  c o s t s  o f  b u y i n g  n e w  e q u i p m e n t  a n d  r e t r a i n i n g  

e m p l o y e e s  m a y  b e  i n c u r r e d  i n  s w i t c h i n g  t o  a  s u p p l i e r .  I f  s w i t c h i n g  c o s t s  a r e  h i g h ,  
a  n e w  e n t r a n t  m u s t  o f f e r  a  l o w e r  p r i c e  o r  b e t t e r  p r o d u c t  t o  a t t r a c t  b u y e r s .

2 . 2 .1 . 5  A c c e s s  t o  d i s t r i b u t i o n  c h a n n e l s

A c c e s s  t o  d i s t r i b u t i o n  c h a n n e l s  c a n  b e  a  s t r o n g  e n t r y  b a r r i e r  f o r  p o t e n t i a l  
n e w  e n t r a n t s ,  e s p e c i a l l y  i n  c o n s u m e r  n o n d u r a b l e  g o o d s  i n d u s t r i e s .  T h e  n e w  
e n t r a n t s  m u s t  p e r s u a d e  d i s t r i b u t o r s  t o  c a r r y  t h e i r  p r o d u c t s .
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2 . 2 . 1 .6  C o s t  d i s a d v a n t a g e s  i n d e p e n d e n t  o f  s c a l e

T h e  n e w  e n t r a n t s  c a n n o t  d u p l i c a t e  i f  t h e  e x i s t i n g  c o m p e t i t o r s  h a v e  c o s t  
a d v a n t a g e .  P r o p r i e t a r y  p r o d u c t  t e c h n o l o g y ,  f a v o r a b l e  a c c e s s  t o  r a w  m a te r i a l s ,  

f a v o r a b l e  l o c a t i o n  a n d  g o v e r n m e n t  s u b s i d i e s  m a y  p r o v i d e  c o s t  r e d u c t i o n .  T h u s ,  

t h e  s u c c e s s f u l  c o m p e t i t i o n  r e q u i r e s  n e w  e n t r a n t s  to  f i n d  w a y s  t o  r e d u c e  t h e  
s t r a t e g i c  r e l e v a n c e  o f  t h e s e  f a c t o r s .

2 . 2 .1 . 7  G o v e r n m e n t  p o l i c y

G e n e r a l l y ,  g o v e r n m e n t  c a n  c o n t r o l  e n t r y  i n t o  a n  i n d u s t r y  t h r o u g h  l i c e n s i n g  

a n d  p e r m i t  r e q u i r e m e n t s .

A n  i n d u s t r y ’ร e n t i y  w i l l  b e  e a s y  t o  e n t e r  if:
■  T h e r e  i s  c o m m o n  t e c h n o l o g y

■  T h e r e  i s  l i t t l e  b r a n d  f r a n c h i s e

■  T h e r e  i s  a c c e s s  t o  d i s t r i b u t i o n  c h a n n e l s

B u t  i t  i s  d i f f i c u l t  t o  e n t e r  if :

■  T h e r e  i s  p a t e n t e d  o r  p r o p r i e t a r y  k n o w - h o w  

* T h e r e  i s  d i f f i c u l t y  i n  b r a n d  s w i t c h i n g

■  D i s t r i b u t i o n  c h a n n e l s  a r e  r e s t r i c t e d

C h e c k l i s t s  f o r  t h e  t h r e a t  o f  e n t r y  b e  n e w  c o m p e t i t o r s  a r e  p r e s e n t e d  a s :

■  A r e  t h e  e c o n o m i c s  o f  s c a l e  o f  e x i s t i n g  p r o d u c e r s  h i g h ?

■  A r e  p r o d u c t s  i n  t h e  i n d u s t r y ,  i n  g e n e r a l ,  d i f f e r e n t i a t e d ?

■  W h a t  a r e  t h e  c a p i t a l  r e q u i r e m e n t s  in  t h e  i n d u s t r y ?

■  A r e  t h e  s w i t c h i n g  c o s t s  h i g h ?

■  I s  a c c e s s  t o  d i s t r i b u t i o n  c h a n n e l s  o p e n ?

■  A r e  t h e r e  c o s t  d i s a d v a n t a g e s  i n d e p e n d e n t  o f  s c a l e ?
■  D o e s  g o v e r n m e n t  p o l i c y  l i m i t  o f  f o r e c l o s e  e n t r y ?
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2 . 2 . 2  B a r g a i n i n g  p o w e r  o f  b u y e r s

Normally, buyers (customers of the food industry) prefer to purchase products at 
the lowest possible price while the companies seek to maximize the return on their 
invested capital. To reduce buyers' cost, they bargain for higher quality, greater level of 
service and lower price. These outcomes can be fulfilled by encouraging competitive 
battles among the company in an industry'.

The important determinants of buyer power consist of buyer volume, buyer 
information, buyer switching costs relative to firm switching costs, ability to backward 
integrate, product differences, brand identity, impact on quality/performance and decision 
maker’s incentives.

Under the following condition, buyers will be powerful,
■ Buyers are concentrated — there are a few buyers with significant market share
■ Buyers purchase a significant proportion of output -  if the product is standardized
■ Buyers possess a creditable backward integration threat
■ The products are purchased large volume
■ The product represents a significant proportion of the buyer’s total cost

However, buyers are weak when:
■ Manufacturera can take over own distribution/retailing
■ The products are not standardized, which the buyer cannot switch to another 

product
■ There are many/different buyers

Its checklists are shown as below:
■ Who are the principal buyers of products?
■ How powerful are they?
■ Are their volumes large or small?
■ Are their purchases standard or do they require customization?
■ Do they face switching costs?
■ Do they pose a threat of backward integration?
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2 . 2 . 3  B a r g a i n i n g  p o w e r  o f  s u p p l i e r s

Increasing price and reducing the quality of products sold are potential means 
through which suppliers can have power over firms competing within an industry. If 
manufacturers cannot recover cost increase through pricing structure, a company’s 
profitability can be reduced by the suppliers’ action.

The factors that are the determinants of supplier power comprise differentiate of 
input, supplier concentration, importance of volume to supplier, impact of inputs on cost 
or differentiation and presence of substitute inputs.

Suppliers will be powerful if:
■  They can threaten forward integration
■ They are a concentrated group
■  The customers are not considered important to the suppliers
■ There are few suppliers
■ Significant cost to switch suppliers
■  They produce a product which is important to the buyer’s business

On the other hand, suppliers are weak when:
■ There are many competitive suppliers
■  Product is standardized
■  Credible backward integration threat by purchasers

Checklists of the power of suppliers are shown as follow:
■  Who are the big suppliers?
■ How powerful they are?
■ Do they dominate their industry?
■  Are they in a position to integrate forward?
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2 . 2 . 4  T h r e a t  o f  s u b s t i t u t e

Substitute products are different goods or service that can perform similar on the 
same functions as the focal product. In Poster’s model, the threat of substitute comes 
from products outside the industry. Several sources to be determinants of substitution 
threat consist of relative price performance as substitutes, switching costs and buyer 
propensity to substitute.

Generally, the threat of substitute product is strong when switching costs and the 
substitute product’s price is lower or its quality and performance capabilities are equal to 
or greater than the industry’s products. Therefore, in order to reduce the attractiveness of 
substitute products, die company may differentiate their offering along dimensions that 
are highly relevant to customers such as, price, product quality and service.

In order to evaluate the threat of substitute, some important checklists that should 
be consider are:

■ Are there many threats from substitute products?
■ What form do substitute take?

The degree the substitute products are a threat depends on how well they can 
serve the same function as the industry product. The existence of substitute products can 
constrain prices and profits.

2 . 2 . 5  R i v a l r i e s  a m o n g  e x i s t i n g  c o m p e t i t o r s

Competition among rivals is stimulated when one or more companies feel 
competitive pressure or when they identify an opportunity to improve their market 
position. Competition among rivals is based on price, product innovation and other action 
to achieve product differentiate including extensive customer service, unique advertising 
campaigns and extended product warranties.
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The intensity of competitive rivalry among the competitors concern with several 
important factors such as, industry growth, fixed costs/value added, intermittent over 
capacity, product difference, information complexity and diversity of competitors.

Porter considers that the intensity of rivalry among existing companies depends 
upon the following:

■  The size o f  com petitor -  where they are more of less equal, competition is likely 
to be strong; industries with dominant organizations in them tend to be stable.

■  The ra te  o f  m arket grow th — slow market growth leads to the increasing of 
competition to retain market share or to outlast competition.

■  The leve l o f  f ix e d  costs  -  high fixed costs can lead to the companies cutting prices 
to maintain turnover.

■  The degree o f  d ifferentia tion  — low product differentiation allows customers to 
move between competitors.

■ H igh  exit barriers  -  the higher the exit barrier, the greater the profitability that a 
company will engage in destabilizing competitive action.

■ E xtra  capacity  on ly  available in large increm ents — it can lead to overcapacity 
even if only in the short term.

The important checklists for intensity of rivalry include:
■ How many in number and how equally balanced are the competition?
* How fast or slow is the industry growing?
■ Are fixed costs high?
■ How diverse is the competition?
■ How high are the exit barriers?

All these factors will help to identify both the strategic situation of the industry 
and also how the systems to be developed at an operational level in the company can 
support the overall strategy and take into account the forces acting in the market.
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2.3 L i te ra tu re  review
There are some related literature, which involved textile industiy for example, in 

1973, Rudchada Buddhikarant studied the foreign investment for textile industry in 
Thailand. The author tried to analyzed and determined economic affects from foreign 
investment in Thailand during the period of time. In this thesis, the author used rate of 
return of assets, return on stockholder’s equity and debt/equity ratio to measure the 
economic performance from foreign investment.

Next, in 1980, Vorabul Buranavet (1980) wrote thesis about the problems of Thai 
garment exports. The thesis started with studying Thai garment market in other countries 
and the way to expand distribution channel in the future including the government policy 
to support clothing products for export. Then, he found that there were three main 
problems to garment exports; production problem, market problem and government 
problem. And the author also recommended the method to solve these problems. In the 
same year, he also studied the problem of export of clothing industry in Thailand during 
1974-1978. The author studied the market for Thai clothing industry in oversea and 
channel for market expansion in the future. Moreover, the studying also included 
supporting from the government and its policy in the aspect of export for clothing 
industry.

In addition, there is some literature that related critical success factor by Nattawut 
Tovikkai in 2000. The author studied the critical success factors of Thai jewelry industry 
to entrepreneurs, Thai government and related private organizations. He indicated eight 
critical success factors to survive in medium-end market of Thai jewelry industry, which 
consist of raw material, human resource, capital, technology, marketing, tax and 
government regulation, image and brand name and internet. He also suggests the 
strategies to develop jewelry industry in order to maintain and to strengthen its potential 
in the global market.
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