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Abstract

The burgeoning global population fuels a rising demand for food, necessitating
careful examination of the food supply chain and its operations. This surge in
demand intensifies global competition within the food industry, driven by
heightened consumer awareness. In Iran, the food and beverage industries have
consistently strived to address these critical concerns and foster an environment
for improvement. Despite facing numerous challenges, the industry has demon-
strated resilience and achieved a degree of development. However, a scientific
assessment of the industry’s competitiveness requires a rigorous analysis utiliz-
ing established methodologies. This research employs Porter’s Diamond Model
to evaluate the competitive landscape of Iran’s food and beverage industries.
Data for this study were collected through a questionnaire in 2022. The findings
reveal that while competitiveness within the food and beverage industry appears
to be generally favorable regarding basic factors, approximately 43% of the fac-
tors investigated exhibit weaknesses. This suggests a potential risk of losing
competitive ground, particularly if the industry fails to cultivate an environment
characterized by “appropriate strategy, structure, and competition.” Moreover,
more effective measures are crucial to enhance support from related industries.
The role of government intervention and the impact of unforeseen events must
also be considered for further industry improvement.
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1. Introduction

The rapid growth of the global population is driving an increased demand for
food, making it imperative to closely scrutinize the food supply chain and its op-
erations (Bosona & Gebresenbet, 2013). Technological advancements over the
past century have significantly invigorated this sector. Consequently, the global
food industry has transformed into a highly competitive arena, driven by escalat-
ing consumer awareness regarding their dietary choices. These discerning con-
sumers prioritize convenience, variety, adequate shelf life, low-calorie options,
and minimal environmental impact (Priyadarshini et al., 2019). In today’s dy-
namic market, success hinges on a company’s ability to effectively influence con-
sumer preferences and behaviors. Competition within the food industry intensi-
fies daily, making competitiveness a paramount factor in assessing success across
political, economic, and commercial spheres. An industry can only achieve a com-
petitive edge and generate superior value compared to rival industries within
competitive markets by maintaining a strong alignment with national environ-
mental factors and striking a harmonious balance between its internal forces.
Iran’s food and beverage industries have consistently strived to address these crit-
ical concerns and foster an environment for development. Despite facing numer-
ous challenges, the industry has demonstrated resilience and experienced signifi-
cant growth, establishing itself as a major source of employment within the Ira-
nian economy. According to the National Document of Land Planning of Iran
(National document of land planning of Iran, 2020), food product manufacturing
accounts for 16.2% of industrial workshop employment in the country. This high-
lights the industry’s crucial role in mitigating unemployment within the nation.
Furthermore, by establishing processing industries, increasing the number of
stages in raw material processing, and integrating these processes with other prod-
ucts, the industry can significantly enhance product value. This research aims to
comprehensively evaluate the competitiveness of the Iranian food industry at the
national level, utilizing Porter’s Diamond Model as the analytical framework. Ex-
tensive literature reviews have consistently emphasized the significance of com-
petitiveness across various studies at different national levels, within specific in-
dustries, and at the individual business level. Numerous studies examining com-
petitive advantage at the global level have cited Porter’s Diamond Model (Aghdaie
etal., 2012; Bakan & Dogan., 2012; Grant, 1991; Hamidzadeh et al., 2013; Hopkins,
2008; Hosseini & Roz Bahane., 2011; Hwang et al., 2015; Jafari et al., 2020; Khoda-
dad Hosseini, 2017; Khodadad Hosseini et al., 2011; Khodamoradi et al., 2012;
Kincaid, 2005; Mohammadzadeh et al., 2020; Rodrigues & Khan, 2015; Sebt &
Mokhtariani, 2016; Stone & Ranchhod, 2006), recognizing it as a fundamental
framework for analyzing national competitive advantage. Porter first introduced
the concept of competitive advantage in his seminal work, “The Competitive Ad-
vantage of Nations,” published in the 1990s. This book emphasizes that for a coun-
try to achieve global trade success, solely relying on apparent relative advantages

is insufficient. Instead, economies must proactively create advantages by
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thoroughly understanding their unique circumstances, industry structures, and
capacity-building potential. By fostering a conducive global platform and compet-
itive environment, while providing effective government guidance, nations can
empower economic actors to carve out new domains in international trade. Ac-
cording to Porter, two primary factors determine profitability within a business
market: the industry structure within which the business operates and the com-
petitive positioning of the business within that specific industry. Industry struc-
ture defines the value generated by the economic activities of industry members
and their ability to distribute this generated wealth (Porter, 1990a, 1990b; Porter,
1997; Porter, 1998; Smit, 2010). This research, building upon Porter’s framework,
evaluates the structure of the food and beverage sector and endeavors to identify
the key strengths of the Iranian industry through the application of this practical
model. Incorporating insights from global studies, this research contextualizes
Iran’s food industry challenges within an international framework. The review
also emphasizes the impact of foreign investment, export policies, and govern-

ment intervention on industry performance.

2. Methodology

This research employed Porter’s Diamond Model to examine the competitiveness
of the food and beverage industries. As illustrated in Figure 1, the forces intro-
duced by Porter determine the attractiveness and competitiveness of an industry
within competitive markets. According to Porter, these factors influencing corpo-
rate activities can be categorized into six primary elements:

¢ Factor Conditions;

e Demand Conditions;

¢ Related and Supporting Industries;

e Firm Strategy, Structure, and Rivalry;

e Government;

e Chance.

Firm Strategy,
Structure, and Rivalry

- Ay

Factor Conditions  |* = = i Demand Conditions

\ “ v -
Related and

Supporting Industries 4

Figure 1. Porter’s diamond model.
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Initially, Porter proposed four groups of national attributes (factor conditions,
demand conditions, related and supporting industries, firm strategy, structure,
and rivalry), collectively forming the “national diamond.” This framework was
later expanded to incorporate the factors of “chance” and “government” (Zhao et
al., 2011). Porter emphasizes that this model represents a self-reinforcing system,
meaning that the state of each element within the national diamond significantly
influences the condition of the other elements (Wonglimpiyarat, 2018).

Porter’s Diamond Model is a two-way interactive system where the impact of
each factor on a nation’s competitive advantage in a particular industry is contin-
gent upon the status and conditions of other factors. This model effectively illus-
trates the intricate interdependencies among key variables within competitive na-
tions. The Diamond Model is inherently dynamic and evolves over time. Moreo-
ver, an advantage in one factor can create and amplify advantages in other factors.
Crucially, the Diamond Model emphasizes the profound influence of micro-envi-
ronmental factors on industry competitiveness.

According to this model, the two external factors - government and chance -
exert an indirect influence on the four primary factors. By impacting these pri-
mary factors, government policies and unforeseen events can significantly affect
overall competitiveness (Ebrahimi et al., 2013; Khodadad Hosseini, 2017; Sebt &
Mokhtariani, 2016):

1) Factor Conditions: This encompasses the factors involved in the production
of goods or services, including raw materials, their quality and availability, skilled
and unskilled labor, labor productivity and innovation, infrastructure, technol-
ogy, capital, and the managerial capabilities essential for global competitiveness.
These factors are typically categorized into two groups: general factors (raw ma-
terials, energy, and unskilled labor) and specialized factors (skilled and specialized
labor, advanced technical knowledge, and advanced technology). It is crucial to
recognize that these factors, which underpin competitive advantage, are generally
not inherited but rather developed and nurtured by a nation (Ebrahimi et al., 2013;
Khodadad Hosseini, 2017; Sebt & Mokhtariani, 2016).

2) Domestic Demand Conditions: Domestic demand conditions define the
nature and characteristics of demand within domestic markets for a specific in-
dustry’s products. The size and growth rate of domestic demand exert a significant
influence on a nation’s industrial competitiveness. Porter contends that a robust
and expanding domestic market incentivizes investors to invest in technological
advancements and enhance efficiency, thereby fostering a competitive advantage.
Conversely, small and slowly growing domestic markets may compel companies
to actively seek export opportunities. Three key characteristics of domestic de-
mand are crucial for achieving a competitive advantage: the “composition of do-
mestic demand,” the “size and growth pattern of domestic demand,” and the
“mechanisms by which domestic demand directs a country’s goods and services
to foreign markets” (Ebrahimi et al., 2013; Khodadad Hosseini, 2017; Sebt &
Mokhtariani, 2016).
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3) Related and Supporting Industries: Related and supporting industries play
a pivotal role in influencing a nation’s competitive advantage. These industries
can encompass suppliers of raw materials or equipment, distributors and retailers,
distribution systems, research institutions, financial services such as banks and
stock exchanges, transportation systems, universities, research centers, and indus-
tries that utilize similar technologies, raw materials, or laboratory facilities. Col-
laboration and interaction with these industries and institutions are essential for
the development and refinement of products and services, ultimately enhancing
overall competitiveness (Ebrahimi et al., 2013; Khodadad Hosseini, 2017; Mehrizi
& Pakneit, 2008; Sebt & Mokhtariani., 2016).

4) Firm Strategy, Structure, and Rivalry: The nature and intensity of compe-
tition within an industry, along with the organizational structures and manage-
ment approaches employed by firms, significantly influence a nation’s competi-
tive advantage. Consequently, the structures and strategies adopted by firms and
industries have a direct impact on their performance and competitiveness
(Ebrahimi et al., 2013; Khodadad Hosseini, 2017; Sebt & Mokhtariani, 2016).

5) Government Role: Government policies play a pivotal role in shaping a na-
tion’s competitiveness. Through its interventions in political, economic, and so-
cial spheres, as well as the implementation of laws and regulations, government
policies can exert both positive and negative impacts on competitiveness. Mone-
tary, fiscal, and trade policies, tax laws, support policies, administrative and or-
ganizational policies, import and export regulations, exchange rates, money sup-
ply, interest rates, inflation, government spending, and macroeconomic decisions,
as well as formal and informal agreements among political authorities, and the
establishment or termination of trade relations with other countries, constitute
some of the most significant factors influencing the competitiveness of firms, in-
dustries, and nations, and are directly linked to government actions (Ebrahimi et
al., 2013; Khodadad Hosseini, 2017; Sebt & Mokhtariani., 2016).

6) Chance: Chance plays a significant role in shaping the competitive land-
scape. Chance refers to events that occur beyond the control of firms, industries,
and often, governments. Unforeseen events are occurrences that impact compet-
itiveness — either positively or negatively - but happen randomly and outside the
control of businesses, industries, and even governments. Unexpected events such
as natural disasters, wars, economic sanctions, oil shocks, economic-political cri-
ses, or technological breakthroughs exemplify unforeseen occurrences (Ebrahimi
et al., 2013; Khodadad Hosseini, 2017; Sebt & Mokhtariani, 2016).

To assess the competitiveness of the food and beverage industry in Iran based
on Porter’s Diamond model, a questionnaire-based data collection method was
employed. The questionnaire comprised 47 items designed to evaluate the four
factors of Porter’s Diamond model, utilizing a five-point Likert scale (1: very weak,
5: very good) to measure the variables. To ensure the accuracy of the results, both
academic and industry practitioners, including producers, managers, and stake-

holders, were invited to participate in the questionnaire completion process. A
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total of 13 experts in the field completed the questionnaires. It is worth noting that
for this type of research, the opinions of 10 - 15 experts are generally considered
sufficient (Sebt & Mokhtariani, 2016).

3. Results and Discussion

The results of the competitiveness assessment of the Iranian food and beverage
industry are presented in Tables 1-7. To evaluate the status of each component,
an average score was calculated. Based on the 5-point Likert scale of the question-
naire, a mean score above 3 indicates a favorable condition, a mean score of 3
indicates a neutral condition and a mean score below 3 indicates an unfavorable

condition.

Table 1. Situation of factor conditions of the food and beverage industry.

Row Basic factors Average
1 Natural resource abundance 3.85
2 Low costs of energy and other inputs 3.46
3 Labor productivity 3.08
4 The skill level and diversity of the workforce 3.46
5 The capacity for innovation & research and develop 3.31
6 The capacity for international competitiveness 3.38
7  The capacity of the technology level to develop and create products 3.15
8 The capacity of the technology level to perform various business processes 3
9 The capacity of the technological level in the equipment and factories 3.46
10 The capacity of the technology level obtained from higher education 2.85
institutions
11 The required standards of global consumer markets 3.54
12 The capacity of specialized associations related to the food and beverage 585
industries
13 The capacity of higher education institutions 2.46
14 The capacity of necessary and basic infrastructure 3

(Resource: research findings).

As shown in Table 1, nine out of the 14 components exhibit scores greater than
3, indicating favorable conditions. The highest score, 3.85, corresponds to the
“abundance of natural resources and raw materials required by industry.” The av-
erage values of the other main factors in the table indicate that two factors: “The
capacity of the technology level to perform various business processes” and “The
capacity of necessary and basic infrastructure” are in a neutral state, while three
factors: “The capacity of the technology level obtained from higher education in-

» «

stitutions,” “The capacity of specialized associations related to the food and bev-

erage industries,” and “The capacity of the higher education institutions” are in
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an unfavorable state with average scores of 2.85, 2.85, and 2.46, respectively. In
other words, the industry has a competitive advantage in terms of natural re-
sources and raw materials, as shown by the high scores in resource abundance
(3.85) and low-cost energy (3.46). However, limitations in technological capacity,
skilled labor, and higher education institutions indicate a need for investment in
research and development. The lack of collaboration between industry and aca-
demia, as well as insufficient funding for innovation, hinders long-term growth.
According to the results of Table 2, the country appears to be in a favorable
situation regarding factors related to the demand conditions of the food and bev-
erage industry, with all components exhibiting scores above 3. Specifically, “The
level of customer needs relating to product quality” and “The level of customer
needs relating to product services” achieved the highest scores, averaging 3.77 and
3.62, respectively. A strong domestic market exists, with increasing demand for
quality and innovation. However, economic instability and inflation negatively

impact consumer purchasing power.

Table 2. The situation of demand conditions of the food and beverage industry.

Row Basic factors Average
1 The quantity of demand & its growing 3.54
2 Stability of demand and purchasing power of consumers 3.08
3 Trading volume 3.31
4 The level of customer needs relating to product quality 3.77
5  The level of customer needs relating to the product price 3.46
6  The level of customer needs relating to the product services 3.62
7 The level of customer needs relating to product delivering 3.31

The qualitative level of contractual relations and how to implement

3.15
them

(Resource: research findings).

Regarding related and supporting industries, as presented in Table 3, the aver-
age scores of four out of seven components indicate an unfavorable condition,
suggesting a weakness in this area. The lowest score is associated with “The situa-
tion of bank transactions and money transfers,” with an average of 1.54, which
has been significantly impacted by sanctions against the country, particularly at
the international level. Furthermore, “Access to banking facilities and a variety of
financing options” was reported to be in an undesirable state, with an average
score of 2.31. Limited financial services and export facilitation remain significant
concerns. Weak banking infrastructure, lack of trade financing, and restrictive ex-
port policies hinder competitiveness.

Regarding the “strategy, structure, and competition” status of the food and bev-
erage industries in the country, the findings indicate that four out of five compo-

nents exhibit unfavorable scores, as shown in Table 4. The most critical issue
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pertains to the “Level of cooperation with foreign companies and access to the
expert workforce in the export sector” with an average score of 2.14. Following
this, “Supporting laws and regulations to invest” with an average score of 2.29 is the
second area of concern. “Understanding the producers of international markets and
world economic developments” and “proximity of the food and beverage industries
to cooperate” also demonstrate unfavorable conditions. Only “The level of compe-
tition between the food and beverage companies” with an average score of 3.29 ap-
pears to be in a suitable state. So, Iran’s industry struggles with fragmented compe-

tition, regulatory inefficiencies, and limited international collaboration.

Table 3. The situation of the related and supporting industries of the food and beverage

industry.
Row  Basic factors Average
1 The existence of the related and supporting industries 3.38
5 Sufficiency of the related and supporting industries in terms of 3.08
quantity
3 Access to local suppliers in the related industries 3.31
4 The existence of powerful export organizations 2.85
5 Access to banking facilities and a variety of financing options 2.31
6 The situation of bank transactions and money transfers 1.54
7 Competitiveness of the related and supporting industries 2.38

(Resource: research findings).

Table 4. The situation of strategy, structure, and rivalry of the food and beverage industry.

Row Basic factors Average

) Understanding the producers of international markets and world 543
economic developments ’

2 The level of competition between the food and beverage companies 3.29

3 Supporting laws and regulations to invest 2.19

4 The level of cooperation with foreign companies and access to the 514
expert workforce in the export sector '

5  proximity of the food and beverage industries to cooperate 2.58

(Resource: research findings).

One of the factors later added to the Porter Diamond model is the role of gov-
ernments, which indirectly influence the four primary factors and can also affect
competitiveness through their impact on these factors. Overall, as reflected in Ta-
ble 5, the status of government-related components reveals that six out of the eight
components are in an undesirable state. The “inflation rate” with a score of 2.69
presents the most critical situation within this group. Within this group, only two

factors: “Currency fluctuations for the trading of the products” and “Removing
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the preferred currency of inputs such as livestock and poultry inputs, etc.” demon-

strate a favorable status. Government policies play a mixed role in competitive-

ness. While tariff protections exist, currency fluctuations and bureaucratic ineffi-

ciencies pose challenges. Reforms in trade policies, improved regulatory frame-

works, and incentives for foreign direct investment (FDI) could enhance sectoral

competitiveness.

Table 5. The role of government in the food and beverage industry.

Row Basic factors Average
1 Applying preferential tariffs to export the products 2.92
2 Currency fluctuations for the trading of the products 3.38
3 Removing the preferred currency of inputs such as livestock and 338
poultry inputs, etc.
4 Allocation of incentives in food and beverage industries 2.75
5  Government tax policies regarding manufacturing companies 2.85
6  Interest rate 2.92
7 Inflation rate 2.69
8  Other Policies 2.83

(Resource: research findings).

Chance events, which are indirectly incorporated within the Porter Diamond

model, remain unpredictable and can significantly impact the four primary com-

ponents. Table 6 illustrates the negative impacts of accidental events on the food

and beverage industry, specifically affecting “Technological changes,” “Sanc-

tions,” and “Political decisions of foreign governments.” The most adverse effects

were observed for “Political decisions of foreign governments,” averaging 2.77.

Table 6. The role of chance in the food and beverage industry.

Row  Basic factors Average
1 Price fluctuations 3.15
2 Environmental effects such as water scarcity and climate change 3
3 Technological changes 2.92
4 Sanctions 2.85
5 Political decisions of foreign governments 2.77

(Resource: research findings).

Table 7 presents average scores across various factors in the food and beverage

industries. The lowest score, 2.38, corresponds to “strategy, structure, and ri-

valry,” reflecting an undesirable situation. The next unfavorable score is 2.69 for

“Related and supporting industries.” Additionally, “the role of chance” and “the
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government roles” also indicate adverse conditions. Conversely, “domestic de-
mand conditions,” with an average score of 3.40, and “internal factor conditions,”

at 3.20, show favorable situations.

Table 7. The situation of various factors in the food and beverage industry of the country.

Row Basic factors Average
1 Factor conditions 3.2
2 Demand conditions 34
3 Related and supporting industries 2.69
4 Strategy, structure, and rivalry 2.38
5 The role of government 2.97
6 The role of chance 2.94

(Resource: research findings).

Additionally, a separate question in Porter’s Diamond model questionnaire as-
sessed the impact of removing the preferential exchange rate and price liberaliza-
tion on each sub-sector of the food and beverage industry. The consensus among
experts was that this policy would hurt all sub-sectors, and the degree of this im-

pact was moderate.

4. Conclusion

An analysis of the food and beverage industry’s competitive landscape in Iran
reveals a mixed picture. As summarized in Figure 2, the results presented in
Tables 1-6 indicate that while the competitiveness of the food and beverage
industry appears favorable based on the assessed components, with more than

m good moderate 8 weak

(Resource: research findings).

Figure 2. The situation of competitiveness of Iran’s Food and Beverage Industry (percent).
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half of the assessed components deemed satisfactory, it faces significant chal-
lenges. Approximately 43% of the factors are in an unfavorable state, and 6% are
in a neutral state. Therefore, there is a risk of losing the industry’s competitive
position, particularly if the industry fails to foster an environment of appropriate
strategy, structure, and competition. Furthermore, more effective actions are cru-
cial to enhance the performance of related and supporting industries. The role of
the government and the impact of unforeseen events are also critical factors for
enhancing competitiveness.

In other words, successful strategies are crucial to address these challenges and
bolster industry performance. Government involvement and the impact of un-
foreseen events are also critical factors for enhancing competitiveness. Without
proactive measures, the industry may lose its competitive edge. Furthermore,
Iran’s food and beverage industry faces a mix of strengths and challenges in its
competitive landscape. Strategic policy reforms improved financial and export
mechanisms, and increased investment in technology and education can enhance
the industry’s competitiveness. Strengthening trade policies and fostering inter-

national collaborations could also support long-term growth.
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