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INTRODUCTION AND RESEARCH PROBLEM
Competitive advantage is an important factor in retaining the longterm prosperity of a nation (Porter, 1990). At the level of individual
firms, competitiveness is the ability of a firm to survive and prosper.
Creating a,!ld sustaining competitive advantage hence requires firms
to always stay ahead of competition (Hoefter, 2001).
Competitiveness of global agribusiness has raised concerns among
economists and policy makers about the need for competitive
advantage in the agribusiness sector of developing countries
(Dziwornu, 2014) such as Sri Lanka. A better understanding of the
measurements of competitive advantage in agriculture products hence
provides the necessary framework to enhance competitiveness in both
domestic and global markets.
The agricultural sector plays an important role in the development of
any nation's economy (Nwachukwu et aI., 2014) while contributing
significantly to its exports, employment opportunities, and expansion
of its production base of any nation. In view of the Sri Lankan
economic structure, as at independence in 1948 agricultural product
exports - tea, rubber and coconut - contributed more than 92 percent
of total export earnings. Currently, 24.8 percent of total export
earnings derive from agricultural sector exports. The contribution of
agricultural sector towards country's gross domestic product (GDP)
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is 12.1 percent. Further, it accounts for 35.6 percent of employment
(Central Bank of Sri Lanka, 2014).
With that much of contribution, it is required pay close attention to
competitive advantage in the agricultural sector. Towards this end, it
is necessary to adopt a valid and reliable measure of competitive
advantage (Sigalas et aI., 2013). Hence, this study attempts to
critically review the measurement criteria of competitive advantage
and to develop an operational definition of competitive advantage
and a measure at agricultural firm-level.

LITERATURE REVIEW
Competitive Advantage Definitions
Prior definitions of competitive advantage most commonly focused
on indicators such as profitability, productivity, and market share
(Kennedy et aI., 1997). Competitive advantage is regarded as part of
the foundation for high level performance (Ismail et aI., 20 10). A
firm's ability to improve the quality of its products, reduce costs, or
enlarge market share or profit is known a~ competitive advantage
(Grupe and Rose, 2010). Porter (1990) defines competitive advantage
at firm-level as productivity growth that is reflected in either lower
costs or differentiated products that charge premium prices. Smith
(2013) indicates that competitive advantage is the extent to which
firms in a specific region can compete with firms elsewhere. Newbert
(2008) defines competitive advantage as the degree to which a firm
explores its opportunities, neutralizes threats, and reduces cost.
However, Sigalas et al. (2013) argue that exploring opportunities,
neutralizing treats and reducing costs represent the degree of
competitiveness of a firm.
From the above definitions, competitive advantage appears to be
relative. As concluded by Esen and Uyar (2012), competitive
advantage is a situation defined and measured as against a
304

International Trade & Finance

competitor. As such, there is no common definition of the term
competitive advantage, either in theory or in practice (Grupe and
Rose, 2010). Piatkowski (2012); Sigalas and Economou, 2013; and
Sigalas et al. (2013) highlight that the term competitive advantage
does not have a uniform definition in national or international
literature. The theory of competitiveness is constantly developing.
After having reviewed the constructed definitions, the study
composes its operational definition of competitive advantage. This
definition of competitive advantage can be expressed as a specific
way of using resources available and other precise activities to keep
firms separate from their competitors as well as to keep them active
and growing. From the given definition, competitive advantage
consists of three characteristics: (Meutia and Ismail, 2012) namely;
survival, difficulty to imitate, and difficulty in identification.
However, this definition should be viewed as a generic rather than a
specific guide to future studies. The lack of a uniform theoretical and
operational definition of competitive advantage causes an unclear
operationalization of the concept.

Measurements of Competitive Advantage
In concert with the concept of competitive advantage, there is a rich
foundation for measurements of competitive advantage in relation to
different sectors or industries (Kiel et al., 2014). Competitive
advantage can be analyzed by using past performance indicators or
potential competitiveness indicators, fo~_ example: market share,
productivity (Farole et al., 2010, Kortelainen and Karkkainen, 201 1);
product cost, gross margin, returns on assets, net income, unit cost
ratio (Toit et al., 2010); total factor productivity (Yee et al., 2004);
Revealed Comparative Advantage (RCA) (Balassa, 1977); Domestic
Resource Cost (DRC) and Social Cost Benefit Ratio (SCB) analysis
(Nivievskyl and von Cramon, 2008); financial performance (profit,
sales growth, returns of investment), non-financial performance
(customer satisfaction, employees growth (Rahman and Ramli,
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2014); and benchmarking, balanced scorecard (Kozena and Chladek,
2012).
In order to measure competitiveness at the firm level, the assessment
should include determinants from firm level factors (Porter, 1990).
Productivity, market share, and profitability are traditional economic
indicators to measure competitive advantage. In fact, studies by
Delgado et al. (2012), Farole et al. (2010), Frohberg and Hartmann
(1997), Kortelainen and Karkkainen (2011), Rahman and Ramli
(2014), Sagheer et al. (2009), and Voulgaris et al. (2013) have
concluded that in order to measure a firm's competitive position,
market share is an important indicator. Delgado et al. (2012), Farole
et al. (2010), Kortelainen and Karkkainen (2011), Kozena and
Chladck (2012), Nivievskyl and von Cramon (2008), Notta and
Vlachvei (2011), Petrovic et al. (2008), Voulgaris et al. (2013), Yee
et al. (2004) have utilized productivity as a measurement indicator of
competitive advantage. Similarly, the studies of Dziwornu (2014),
Grant (2001), Notta and Vlachvei (2011), Omerzel and Gulev (20 II)
use profitability as a measurement indicator.

DISCUSSION
Measurement of competitive advantage of the agriculture sector is
concerned with relative market share, productivity, profitability, and
RCA indices. The RCA index is widely used to measure competitive
advantage in agricultural sector (Bojnec, 2003; Gaytan and Benita,
2014; Ferto and Hubbard, 2003; Kumar and Rai, 2007; Thamiem et
al., 2011; Zhemoyda and Gerasymenko, 2009). However, Latruffe
(2010) claims that the RCA measures competitive advantage at
aggregate level rather than firm level. In order to measure
competitiveness at the firm level, an assessment should include
determinants from the firm level factors.
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The study of Notta and Vlachvei (2011), use market share,
profitability, and productivity
as measurement
indicators of
competitive advantage for the food and beverage manufacturing
industry. Kozena and Chladek (2012) measure competitive advantage
of agricultural sector utilising productivity as a ratio indicator.
Woodford et at. (2003) use productivity to assess competitiveness of
the dairy farming sector. In addition, Toit et at. (2010) employ
profitability to measure competitiveness
of commercial milk
producers in South Africa, while Yee et al. (2004) utilize total factor
productivity of agricultural firms in South-eastern States.
However, there are certain limitations to productivity
and
profitability measures: among them the lack of availability and
reliability of data, and failure to measure quality (Voulgaris et al.,
2013). Any measurement indicator of a firm's competitiveness
should take into account a long- rather than short-term orientation.
The concept of profitability may be ambiguous because it requires the
definition of a period of time over which the measurements are
carried out (Depperu and Cerrato, 2005). Productivity in the
agricultural sector can be defined in different terms, namely land
productivity, labour productivity and capital productivity. There is no
universally accepted criterion: Notta and Vlachvei (20] 1) use labour
productivity, whilst Kozena and Chladek (2012) employ land,
material and labour productivity.
In addition, Fischer and Schomberg (2007) claim that both
profitability
and productivity
are taken as determinants
of
competitive advantage. Acknowledging that claim, Wijnands et at.
(2008) insist that labour productivity is a determinant of competitive
advantage and Woodford et at. (2003) find that productivity is a
determinant of competitive advantage. Hence, Latruffe (2010)
concludes that competitive advantage could be measured through
firm level concepts such as, price/cost, net income, time, f1exibility,
sales growth, and employee growth.
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Similar to the limitations of productivity and profitability dimensions,
lack of availability and reliability of financial data on total market
sales keep market share away from the dimension of competitive
advantage measurement. While competitive advantage is often
observed through changes in market share, a firm or country may
hide its competitive weakness by manipulating price or exchange rate
(Faro le et al., 2010). This limitation becomes more severe in the
agricultural sector because many farms operating in the sector are
family-owned and are mostly small and medium scale enterprises
(SMEs). As such, although market share is one indicator that a firm
can use to measure its competitive advantage (Fischer and
Schomberg,
2007), it may be problematic
when analyzing
aggregates.
In order to measure small scale firms' competitive advantage,
previous studies used non-financial performance indicators than
financial performance indicators. The main reasons behind the
selection of non-financial performance indicators are that small-scale
firms lack human resources to establish performance measurement
and there is no appropriate culture of collecting data for the decision
making process (Heil brunn et al., 2011). Therefore, subjective
measurement indicators are frequently used to measure SMEs'
performance (Sidik, 2012 in the form of sales growth and employee
growth.
Wilson and Thompson (2003) to conclude that indicators which are
used to measure competitive advantage are uncertain due to
difficulties in defining it. Therefore, it is a complicated task to reach
consensus on methods of measuring competitive advantage in the
agricultural sector. A unique measure of competitive advantage in
agriculture sector hence provides supplementary value for enhancing
competitive advantage.
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CONCLUDING REMARKS
Competitive advantage is adopted as a management or economics
idea that is superior to the traditional economic indicators such as
profitability, productivity, or market share (Voulgaris et aI., 2013).
However, traditional indicators can only reflect the historic
quantitative facts. Depperu and Cerrato (2005) argue that a single
explanatory factor of firm performance is not an adequate indicator of
competitiveness. Therefore, competitive advantage is considered a
multidimensional construct, including a number of indicators jointly
adapted to measure the concept.
Considering prior studies' proposed measurements of competitive
advantage and their limitations, the studies of A wwad (2011), Sukati
et a1. (2011), and Thatte (2007), operationalize the competitive
advantage construct using price/cost, delivery dependability, and
time-to-market dimensions. In order to overcome the limitations of
data availability and reliability when measuring market share and
profitability in assessing the competitive advantage of the agricultural
sector, subjective measurement indicators like sales growth and
employee growth need to be utilized.
After developing the inclusive operational definition, it is required to
construct valid and reliable measurements of competitive advantage
of agricultural sector firms. Thus, based on levels of measurement
classified as Awwad (2011), Sidik (2012), Sukati et a1. (2011), and
Thatte (2007), the variable will be firm competitive advantage. The
items included in five dimensions of the competitive advantage will
number fifteen, and be derived from their operational definitions. The
values of the items depend on whether the items are measured
through scale or ratio (Sigalas et aI., 2013). Firm competitive
advantage is an unobservable construct (Sukati et aI., 2011) and
hence, measurement will be carried out by a latent variable (Sigalas
et al., 2013). The values of the items will be based on scale and the

309

Inclusive Growth towards Economic Transformation
Sri Lanka Economics Research Conference 2015

selected scale is the five-point Likert scale. The measurement level of
firm competitive advantage is shown in Figure 01 (Annexure OJ).
The proposed measure of competitive advantage of an agricultural
sector firm needs empirical assessment with respect to the
respondents who represent the agricultural sector. The assessments
of content validity, convergent validity, discriminant validity,
predictive
validity, concurrent
validity, reliability,
inter-rater
reliability, and test-retest reliability need to be carried out in order to
develop a reliable and valid measure of competitive advantage. In so
doing, the scholarly. community will have an empirically tested
measure of competitive advantage. Hence, the newly developed
measure of competitive advantage could be used for valid
measurements in future empirical studies, especially in agribusiness
sector. Further, review of comprehensive operational definitions for
competitive advantage could enhance practitioners' attentiveness to
establish competitive advantage of their firms' physical and human
resources, capabilities and market.

REFERENCES
Awwad, A. S. 2011. "The Influence of Tactical Flexibilities on the
Competitive Advantage of a Firm: An Empirical Study on
Jordanian Industrial Companies", International Journal of
Business and Management, Vol. 6(1),45-60
Balassa, B. 1977. "Revealed comparative advantage revisited: An
analysis of relative export shares of the industrial countries
1953-1977", The Manchester School, Vol. 45, 327-344
Bojnec, S. 2003. "Three concepts of competitiveness measured for
livestock production in Central and Eastern Europe",
Agriculturae Conspectus Scientific us [online], Vo1.68 (3),
209-220

310

International

Trade & Finance

Central Bank of Sri Lanka. 2014. Annual Report, Central Bank of Sri
Lanka, Colombo
Delgado, M., Ketels, c., Porter, M.E. and Stem, S. 2012. "The
Determinants
of National
Competitiveness"
NBER
Working Paper No. 18249
Dziwornu, R.K., and Raymond K. 2014. "Econometric analysis of
factors affecting
competitive
advantage
of broiler
agribusinesses in Ghana", Journal of Development and
Agricultural Economics, Vol. 6(2), 87-93
Esen, S., and Uyar, H. 2012. "Examining the competitive structure of
Turkish tourism industry in comparison with diamond
model", Journal of Procedia - Social and Behavioral
Sciences, Vol. 62, 620 - 627
Farole, T., Guilherme R. J., and Wagle, S. 2010. "Analyzing trade
competitiveness: A diagnostics approach", Policy Research
Working Paper 5329, The World Bank, Poverty Reduction
and Economic Management Network, International Trade
Department
Farole, T., Guilherme R., J., and Wagle, S. 2010. "Analyzing trade
competitiveness: A diagnostics approach", Policy Research
Working Paper 5329, The World Bank, Poverty Reduction
and Economic Management Network, International Trade
Department
Ferto 1., Hubbard L. J. 2003. "Revealed comparative advantage and
competitiveness in Hungarian agri-food sectors". The
World Economic, 26(2): 247-259
Frohberg, K., and Hartmann, M. 1997. "Comparing measures of
competitiveness",
Discussion Paper No:2, Institute of
Agricultural Development in Central and Eastern Europe

311

Inclusive Growth towards Economic Transformation
Sri Lanka Economics Research Conference 2015

Gaytan,

D., and Benita, F. 2014. "On the competitiveness of
Mexico's dry chili production", Economics of Agriculture,
Vo. 61 (2), pp. 307-317

Grupe, C., and Rose, A. 2010. "China, India, and the Socioeconomic
Determinants
of Their Competitiveness",
Journal of
Economics Research International [online], Vol. 2010,
860425, 1-15
Heilbrunn, S., Rozenes, S., and Vitner, G., 2011. "DEA" Based
Taxonomy to Map Successful SMEs", International Journal
of Business and Social Science, Vol. 2 (2), 232-241
Hoefter, A. F. 2001. "The competitiveness of Ghana's Industry", Msc
thesis, Chinese Culture University,
Taipei [online],
Available
from:
http://verdi. unisg.chlwww/edis.nsf/SysLkpBy Identifier/249
4/$FILE/dis2494.pdf
(Accessed 05/02/2015)
Ismail, A.I., Rose, R. C., Abdullah, H., and Uli, J. 2010. "The
relationship between organizational competitive advantage
and performance moderated by the age and size of firms",
Asian Academy of Management Journal, Vol. 15(2), 157173
Jack, E., and Raturi, A. 2002. "Source of volume flexibility and their
impact
on
performance",
Journal
of
Operations
Management, Vol. 20, 519-548
Kennedy, P. L., Harrison, R.W., Kalaitzandonakes, N.G., Peterson,
H.C., and Rindfuss, R. P. 1997. "Perspectives on Evaluating
Competitiveness in Agribusiness Industries", Agribusiness,
Vol. 13(4),385-392
Kiel, J,. Smith, R., and Ubbels, B. 2014. "The impact of transport
investments on competitiveness", Transportation Research
Procedia, Vol. 1, 77 - 88

312

International Trade & Finance

Kortelainen, S., and Karkkainen, H. 2011. "Dynamic model in
understanding
dynamics
of competitiveness:
system
dynamics approach in mobile handset vendor business"
[online],
Available
from:
\vww.systemdynamics.org/conferences/20.11/proceed/paper
siP 1283 .pdf (Accessed 27106/2014)
Kozena M., and Chladek, T. 2012. "Company competitiveness
measurement depending on its size and field of activities".
Journal of Procedia - Social and Behavioral Sciences, Vol.
58: 1085 - 1090
Kumar, N.R., and Rai, M. 2007. "Performance, Competitiveness and
Determinants of Tomato Export from India", Agricultural
Economics Research Review, Vol. 20, 551-562
Latruffe, L. 2010. "Competitiveness, Productivity and Efficiency in
the Agricultural and Agri-Food Sectors", OECD Food,
Agriculture and Fisheries Papers, No. 30, OECD Publishing
Li, S., Ragu-Nathan, B., Ragu-Nathan, T. S., and Rao, S. S. 2006.
"The Impact of Supply Chain Management Practices on
Competitive Advantage and Organizational Performance".
Omega, Vol. 34, 107-124
Martinez, lA., Bonates, J., Zamudio, A.G., and J. Gaytan. 2014.
"Competitiveness's
Determinants in the Avocado Export
Sector's Value Chain",American Journal of Experimental
Agriculture, Vol. 4(3): 275-289
Meutia, T. 1.. 2012. "The Development of Entrepreneurial Social
Competence and Business Network to Improve Competitive
Advantage and Business Performance of Small. Medium
Sized Enterprises: A Case Study of Batik Industry In
Indonesia", Journal of Procedia - Social and Behavioral
Sciences, Vol. 65,46 - 51
Newbert, S. L. 2008. "Value, rareness, competitive advantage, and
performance: a conceptual level empirical investigation of
313

Inclusive Growth towards Economic Transformation
Sri Lanka Economics Research Conference 2015

the resource-based
view of the firm",
Management Journal, Vol. 29(7), 745-768

Strategic

Nivievskyl, 0., and von Cramon, T.S. 2008. "The Determinants of
Dairy Farming Competitiveness in Ukraine", Proceeding of
12th Congress of the European Association of Agricultural
Economists - EAAE 2008
Notta, 0., and V1achvei, A. 2011. "Competitiveness in food and
beverage
manufacturing
industries",
Proceeding
of
International Conference on Applied Economics - ICOAE
2011,437-442
Nwachukwu, I. N., Onyenweaku., C. E., Nwaru., 1. c., Mbanasor, 1.
A., and Daramola, A. 2014. "Competitiveness in the export
demand for Nigerian rubber", The Journal of Agricultural
Sciences, Vol. 9(1), 1-11

Ojeda-Gomez. J., Simpson, M., Lenny K. S. C., and Padmore, 1.
2007. "Achieving competitive advantage in the Mexican
footwear
industry",
Benchmarking:
An International
Journal, Vol. 14(3),289-305
Petrovic, P., Antevski, M., and Vesic, D. 2008. "The international
competitiveness and economic integration", Journal of
Economics and Organization, Vol. 5(1), 1-8
Piatkowski, M. 2012. "Factors Strengthening the Competitive
Position of SME Sector Enterprises. An Example for
Poland", Procedia - Social and Behavioral Sciences, Vol.
58(2), 69 - 278
Porter, M. E. 1990. Competitive Advantage of Nations, New York:
The Free Press

314

International Trade & Finance

<

Rahman,

N. A. A, and Ramli, A 2014. "Entrepreneurship
management, competitive advantage and firm performances
in the craft industry: concepts and framework", Journal of
Procedia - Social and Behavioral Sciences, Vol. 145, 129137

Saboniene, A 2009. "Lithuanian export competitiveness: comparison
with other
Baltic
States".
Inzinerine
EkonomikaEngineering Economics, Vol.2, 49-57
Sagheer, S., Yadav, S.S., and Deshmukh, S.G. 2009. "Developing a
conceptual framework for assessing competitiveness of
India's agrifood chain", International Journal of Emerging
Markets, Vol. 4 (2),137-159
Serin, V., Civan, A. 2008. "Revealed Comparative Advantage and
Competitiveness: A Case Study for Turkey towards the
EU". Journal of Economic and Social Research, Vol. 10(2),
25-40
Sidik, I.G. 2012. "Conceptual framework of factors affecting SME
development: Mediating factors on the relationship of
entrepreneur traits and SME performance",
Procedia
Economics and Finance, Vol. 4, 373 - 383
Sigalas, C. and Economou, V. P. 2013. "Revisiting the concept of
competitive advantage: problems and fallacies arising from
its
conceptualization",
Journal
of
Strategy
and
Management, Vol. 6(1), 61-80
Sigalas,

C., Economou, V.P. and Georgopoulos,
N.B. 2013.
"Developing a measure of competitive advantage", Journal
of Strategy and Management, Vol. 6(4), 320 -342

Smith, M. 2013. "Issues of competitiveness and regional growth in
relation to transport infrastructure investment: a literature
review on assessment methodology". Available from:
http://www.i-c-eu.eu/deliverables/I-C-EU_WPl_D1.1.pdf
(Accessed 14110/20 14)
315

Inclusive Growth towards Economic Transformation
Sri Lanka Economics Research Conference 2015

Sukati, t, Hamid, A.B.A., Baharun, R., Tat, H.H. and Said, F. 201 I.
"An investigation of the relationship between supply chain
management practices and competitive advantage of the
firm", Contemporary Marketing Review, Vol. 1(4),01 - 13
Thamiem, S., Weerahewa, J., Pushpakumara, D.K.N.G. and Singh,
V.P. 2011. "Trade Competitiveness of Agroforestry Crop
Sector in Sri Lanka", Tropical Agricultural Research, Vol.
22 (4), 38 - 347
Thatte, A.A. 2007. "Competitive Advantage of a Firm through
Supply Chain Responsiveness
and SCM Practices".
Doctoral dissertation, The University of Toledo [online].
Available
from:
http://202.154.59.182/ejournal/files/thatte_a_competitive_advanta.pdf(Accessed
1411112014)
Toit, J.P., Ortmann, G.F. and Ramroop, S. 2010. "Factors influencing
the long-term competitiveness
of commercial
milk
producers: evidence from panel data in East Griqualand,
South Africa", Agrekon, Vol. 49(1), 80-101
Voulgaris, F., Papadogonas. P. and Lemonakis, C. 2013. "Drivers of
Competitiveness in the Manufacturing Industry: The Case
of Technology Sectors in Greece, Journal of Economics and
Development Studies, Vol. 1(3),32-40
Wijnands, J., Bremmers, H., van der Meulen, B. and Poppe, K. 2008.
"An economic and legal assessment of the EU food
industry'ls competitiveness", Journal of Agribusiness, Vol.
24(4),417-439
Wilson,

P.N. and Thompson, G.D. 2003. "Time Integration:
Agribusiness
Structure for Competitive
Advantage",
Review of Agricultural Economics, Vol. 25( 1),30-43

Woodford, K., Greer, J. and Phillips, A. 2003. "Searching for
productivity and competitive advantage on New Zealand
dairy farms", International farm management congress
316

International Trade & Finance

[online],
Available
http://ageconsearch.umn.edu/bitstream/243221l
pdf (Accessed 1711]/20 14)

from:
/cp03woO 1.

Yee, 1., Ahearn, M.C. and Huffman, W. 2004. "Lnkings among far
productivity, off-farm work and farm size in the Southeast",
Journal of Agricultural and Applied Economics, Vol. 36(3),
59] -603
Zhemoyda, O. and Gerasymenko, N. 2009. "Concentration of
agriculture and competitive advantages of East European
countries", Conference proceeding at the 113th EAAE
Seminar "A resilient European food industry and food chain
in a challenging world", Chania [online]. Available from
http://ageconsearch. urnn.edu/bitstrearn/5814 7/2/Zhemoyda.
pdf (Accessed 10/07/2014)

317

