
CORE COMPETENCE-BASED 

DIFFERENTIATION STRATEGY: CREATING 

COMPETITIVE ADVANTAGE 

ABSTRACT 
This study aims to identifjı core competencies of Turkish 

firms that create differentiation, that leading to 

competitive advantage. We asked the firms what their 

competencies differentiate from their competitors, and 

how those competencies provide of competitive 

advantage in market. To have impact on competitive 

advantage, core competence should create customer 

value, and involve unique and firm-specific expertise, 

and can be applied to different areas. We applied the 

research on 50 large firms in Marmara Region of 

Turkey. The results show that Turkish firms effectively 

identifjı their core competencies that differentiate them 

in the market and believe in those competencies provide 

of competitive advantage such as being market and 

industry leader, customer choice, customer satisfaction 

and trust, high demand and quality products. 

INTRODUCTION 
Differentiation strategy is to create unique and different 
products and services. in today's business environment, 

several fırms produce similar products or services. 

Why customers choose a fırm's particular product or 
service. Differentiation affects customers' choice. Core 

competence ofa fırın provides of differentiating 

products or services. Therefore, being successful in 

demanding environment, fırms should integrate their 

organizational processes with their strategic 

competencies that are not imitable because core 

competencies are fırm-specifıc activities, and these 

activities differentiate fırın from rivals. A fırın can 

develop fırm-specific activities through its accumulated 

knowledge, experience, and organizational system 
that contribute to developing new strategic assets. 

Core competencies have an impact on competitive 

advantage by helping a fırın to develop organization
specifıc expertise. Social and collective learning and 

utilization of organization-specific knowledge in value 
chain activities provide of generating organizational 
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expertise that later, turns into implementing unique 

and inimitable operations and activities. This study, 

therefore, airns to identify core competence ofTurkish 
fırıns that differentiate them in markets, and how those 

competencies can create competitive advantage for 

them. 

The Need of Core Competence 

for Competitive Advantage 
Corporate survival is in the long term dependent on 

the ability to exploit core competencies (Torkkeli, 

Tuominen, 2002: 282) because technology, learning 

and skills are specifıc to the context of their 
development and use within the fırın, and competencies 

may have little or no market value to other fırıns (Lei 

et al., 1996: 551). Core competencies are irreversible 
investrnents that determine the future capabilities and 

strategic opportunities (Lei et al., 1996: 551). 

Technology is also key to success since the right 

technology can offer very effective leverage when a 

company builds its core competencies (Torkkeli, 

Tuominen, 2002: 271). Core competence is an 

entrepreneurial decision-ability to respond to the 

dynamics ofthe environment (Banerjee, 2003: 252). 

Firm-specific capabilities, skills and technologies 

allow a firm to rapidly catch opportunities in the 

market, and to constantly watch the changes in the 

business environment. For example Fujitsu, Honda, 

Sumitomo and NSK's competence-based missions 

allow them to obtain achievements and to see 
opportunities arising in the business (Carr, 1997: 55). 

Another example is HortResearch company, a New 

Zealand scientific research institute: With competition 

for research and development funding increasing, 
HortResearch experience shows that core competence 

strategy process helps senior management to link the 
portfolio of research projects with changing industry 

and sector priorities (Clark, Scott, 2000: 496). 

Core competencies are therefore currently viewed as 
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