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COMPETITIVENESS |I.

JENICEK V., KREPL V.

Abstract

The term competiivenessis usedin comedion to firms,industrial branches,regions,states etc. However,perhaps only on
the levd of a firm it is sufficiently defined. There are evenopinions which regad competitivenessas an economic attribute
which has sensesolely on the firm/erterpriselevel. If however,competitiveness of a country were defined using the same
concepts andproceduresof measurement as regarding anenter prise, it might not be meaningful enough andthere would be
a condderable simplification. It isstesfromthe differert gods of fir ms and states aswel asthe features of competitiveress
in both cases.For a firm/erterprise,the main god is to survive and to reach a strong positron in the field of international
economic competition, i.e. to reach profit and a certain share in the market. For a country, which does not condder the
question of exigence or non-exigence (at lest regading the economt side of the matter), the main god is to sustain and
improve the living levd of itsinhabitants and to increaseit aswel astheir wefare.

Key words: competitivenessdifi nitions, measuing basd on outputs/results.

THE TERM AND APPROACHES

Thefirst approa, which is labelledasthe "engineeiing

approadt, undestands competitivenessof the country

asdependirg on the ability of firms in its ecanomy to

accepp or to adep to the optimum techndogical and

organisational procedures(pradices)in their adivities.
Competitiveness of the country is thenthe sumof the
competitive powers of its firms/erterprises.At that, the
erterprise competitivenessis not usualy defined or

measurediiredly, but it is undestoad astheir abili ty to

maximize productivity and yields from factors (wages
and profits) an a cettain level. For monitoring of the

trendsin maximization of the firms yields, there are

sometimes usethe indicaors of foreigntrade

In the second approad (ervironmerial/sysemdic),

competitivenesss seenasoptimisation of the ecanomic
environmeriandsysten. Alsoin this approad, theacor

of naional competitivenessis the competitive ability

of firms (in the sense of maximisation of yields from

factors — wages and profits). However, competitiveness
on the firm/enterprise level is not perceived asdelived
from the subjective internal efficieng, but it is the

environmert in which the firms exist (impulses of

the competitive market, resources granted by the
cepital market a labour market, the duality of inputs,

infrastuucture et.), which is regaded asthe basicone.

As a consequence bthis, competitivenessdepends 0
the fact whether the home labour is able to maximize
its incomes ¥ becoming interconneded with the

mohle capital resources to ensue its maxinum

profitability. This approac includesto a higher level

the charaderistics of globalisdion, namely the mohility

of capital, andthe flexibility of firms in choosirg and

changing allocation of their adivities, so that the

individual locaions then compete in attrading and

keepng the mobile investmert resources.

The third approad (cgital developmert) perceives

competitivenesssdependirg on theabili ty of ecanomy

toacaumulate human and physicalcapital. Theabili ty of
the naional industry to acaumulate the technological,
human and physical cgpital is undestoad here asthe
key abili ty for forming of itslong-temm competitiveness.
Competitivenessis seen here rather implicit — as an
ability of firmsto earn yieldsfrom productionfactorsin
internationalmarkets.Thisapproad s the combination
of the above-menioned approac in the area of the
basiccaoital formation and its developmert.

The fourth approach seescompetitivenessas an area
in which further research is necesary usirg differert
analytical tods. The studies preserting this approac
search the different aspds d competitivenesshy a
consideralty selective and edectic way. They de<ribe
the complexity of the sulject and the diffi cultiesto reat
clear analytical condusions, namely if their condusion
is to be sypplying certain recommendéons.

According to Hatzidhronoglou, these approades are
not adted eherby theaccesible literature, or thearies
or mutually by the idedogical schools. Each approac
ams at differert aspeds d competitivenessand issues
into differert types of recommendéions regading
ecaomic policies. Most d thesestudiesdo not sypply
a precise definition of competitiveness, nether do
they offer a global overview with clear differertiation
betweenthe main and seconday goals and the factors
expaining and expained Furthermore, they even do
naot stressthe questians on measuing and the relevance
of the used indictors.

DEFINITI ONS

The OECD ussaworking definition of competitiveness
as“the ability of the society, branches, regions, naions

and supra-ndional entities to generde reldively high

levels bath of yield from production factors and their

utilisation on suséinale level at their simutaneaus

submitting to international competitiort.

Ancther from the most dten acceped definitions
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of competitivenesswhich wasfirst expresed ly the
Presidetial Committee for Competitivenes (U.S.) in
1985,is that “National competitivenesss thelevel of the
ability of the nation to produce underthe conditions
of afreeand fair marker, productsand serviceswhich
would suwive the test d international markets, at the
simulftaneaus improvemer (increasing) of the real
incomes oitscitizers'.

Anotherusediefinition alsois asfollows:*“ Intemetional
competitivenesss undestoad asthe abili ty of acountry
to eser with its traddle goods and services into the
foreignand international marketsand to getfrom such
international exchange comparative advantages

From the mertioneddefinitions, there issuethreebasic
areas of competitiveness.Chd regads international
competition, therefore the conditions at the export
markets, it regads in the given momer the given
variable and there are only very few countries which
are powerful enaugh to influencediredly the ndional
policy. Mosty they have to be acceped (in the shat
to medum term) asthey are. At the same time these
conditions influencethe evaluation of competitiveness
and even, we can say, the competitivenessas sud. To
the extert in which the country closesits marketsfor
protecion from the foreign competition, it is able to
sustin for a certain time competitivenessartificiall y, or
at lestto suséin it seemirgly. At the same time asa
consequence the really competitive firms or countries
(which would best fulfil the criteria of competitiveness
with the absence ¢ discrimination) would appear as
lesscompetitive.

Another area is the ability to generde reldively high
level of bath yields from production adors and their
utilisation on sustinéble level or increase of the real
incomes; what in fact is one o the priority goals of
the stte. Furthernore, an ecaiomy which is able to
generde not only high profits, but also high yields
from production factors is more competitive than
that which is able to generae profits anly at the cost
of low vyields from production factors. Similarly, it
would ke competitive if its productivity improvesasa
consequence bthe growth of yieldsrather than owing
to the decease of the enployedlabour.

What regads the ability to sell goods and services at
the international marlets, it regads the area, which
is influenced i a series of powers. It is then rather a
consideralty complex entity, which can be followed ly
two basicways, which, however, might not read the
sameresults.

Thefirst way is the endevour to definecompetitiveness
on the bae of measuing the outputs/reailts, suc as
the trade balance the shae in the world trade with
final goods or goods demanding for the research
and developmert et. The second way is to devote
competitivenesson the bas o its resources,i.e. the
growth of labour productivity, level of savings and
investmerts, research and developmen, developmert
in the human resources area and the like. In this
approadh, there is olvious the enamous scope of

factors which influencethis area and which might thus
befollowed

As an exanple, there might serve a considerale
complexity of theInternational Institutefor Managemert
Developmernt (IMD) in the Weiss Lausanne the results
of which are Puldisherin “The World Competitivenes
Yearbodk”. In this, competitiveness of the selected
courtriesis evaluated based on 223 criteria divide into
8 graups. This evaluation is regaded in the sphere
of dired investmerts as having a similar influenceas
rating in the sphere of portfolio investmerns.
Considerally wide is also the approad of M.E.Porter
in his bod “The Competitive Advantage of Nations),
which s@rts with 4 national attributes forming
competitiveness:
1)productionfactors,2) demand, 3)therelaion between
1) and 2), 4) supporting sedors, erterprise straegy,
structure and rivalry. Then for exanple production
factors are further dividend into factor equipmen,
hierachy among factors, production factors formation
and production factors disadvantages, and these are
furtherde<ribed ly aseriesof indicaors.

Besidesthe mertioned structure (accaoding to results
and resources),it is possilie to divide the measuremen
further on the level on the whole ecanomy and on the
level of the individual secors, and that at differert
levels o aggregdion and desgregdion. However,
this regads rather measung bagd on ecaomic
results, i.e. outputs. Further, we can speak of the factors
exgaining and expained when the result indicaors
can be rather desribed asexpgainedand the resources
of competitiveness, as the name indic#es, as the
expaining ones.

Speaking on following the individual sedors and
commodeties, it is suiable to mertion their certain
division, which is based on the level of the individual
production factors utilisation and which expresses
specialistion in harmony with comparative advantaces,
by which an obviousinterconnedion betweenfollowing
competitivenesof the mertionedtwo graups emeges.
Commodtiesare thendividendinto threegroups:
Thefirst group is so-calledRicardo goods, which are
produced namely bagd on the naural equipmert
of the country that means the climatic or geological
conditions or naural resources. There belong namely
all agticultural productsand products ¢ mining.

The second graup might be called Heckscher-Ohlin
goods, which demand, compared with the previous
group, a higher shae o labour or cepital. If we
presyppose that production function is idertical in
the whole world, then comparative advantage (in
other words, production allocation) usualy depends
only on the momeral differencesin the production
factors relative prices given by the differencesin their
equipment. Into this group, we can placethe products
from leather wooden and pgper products, clothes,
footwear, optical applianceset.

The third graup — Schumpeter goods — indudes
products,which needarelaively high shae of the third
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factor — human capital. Theseproductsare the resutt of
the adivitiesin the area of research and developmernt
(R&D). This graup can be further divided into two
groups,i.e. mokile and immohile Schumpetergoods.
In the caseof immobile Schumpeter goods, it is useful
or necesary to perform research and developmert
and production at the same place for the rea®n of
local saving from as®rtmert (ecaiomies of scope).
There belong for example madinery and equipmer,
products 6 aircraft and cosmeticgndustry.

In case of mobile Schumpeter goods, research and
developmert can be spdially dividedfrom production.
As an example, we can use a production in five basic
steps,when four of them demad high techndogical
knowledge while the fifth (asembling) is labour
demanding. Thus, the latter is usualy performed in
countrieswith sufficiert labour forceand comparatively
lower labour cods. There belong certain chemidry,
eledrotedhnics, dficeequipmert etc.

From that, it follows that it is rather deeloped
courtries,which shouldread better results in the area
of Schumpeter goods, compared to the Ricardo and
HedkscherOhlin goods. It should e addedthat in the
area of mohile Schumpetergoods, developed countries
are under the pressue o developing courtries. Of
course, comparative advantagescould and do change in
time. Itis conneded also withthe production cycle of the
product. With the top technology becoming comman
—standad, its need bhuman capita is deceasing to
the point whenit becomesthat low that the production
moves to the area where there is better equipmert of
labour or capital. Thus, Schumpetergoods may shift to
the group of Hedkser-Ohlin goods.

MEA SURING BASED ON OUTPUTS/RESULT S

This approac issuesfrom the readed results d the
given country foreign trade namely what regads
the total volumes & export, be it for the ecanomy as
a whole or the individual branches, evertually even
smaller segmers. However, there belong also the
reathedpricesand otherindicators. For exanple, even
the trade balance structure itself has a testimonial
ability regading competitiveness o the country,
respedively its comparative advantages, in the area of
certain branches or products. The importance, i.e. the
shae o sud individual graups, then speaks on the
level of this comparative advantage Therate of growth
of the individual groups comparedto atherresuls and
the whole can thengive testimony on the change of the
investmert.

The following list desribes only some d the selected

TRANSFORMATION EFFECT OF ECONOMY

It expresses the ability and level of the imported raw
materials valuation (i.e. value added Yo processim)
through realised export o the processig industry
products. It is computed asthe differencebetweenthe
value d final goods and the raw material import per
one inhebitant realissd asthe differenceof the groups
5,6,7,8and the groups 2 and 3 of the SITC classifcdion
per one inhebitant (for international comparison
usualy in USD).

Thehigheris this value, the better, of course, considering
the fact that it is enmpirically proved that higher values
are usualy reahed on one hand by smallerand on
the other by ecanomically more developed countries,
where tradeplays a more important role with regad to
the shae in GDP and for which there is charaderistic
the orientation on the products with higher level of
finalisaion and also products demading research and
developmert.

AVERAGE KILOGR AM PRICES

Averag kilogram pricesreatedin export or import
presert asyrthetic indicaor, which is computedasthe
rate of thevalue d export or import in certain currengy
to the value of the correspnding product in kilograms. It
can be computed for the given products, branchesor
sedors. Thus constructed indicaor indudes (ie.
dexribes)material demands d production, qualitative
factors like tedhnological level of products, reliabili ty,
aeshetic value, goodwill, paymei condition, terms
of delivery etc., further, the quality of marketirg and
commecial work of the exporter, evertually the quality
of the repreenative netaswell asthe conditions of
realistionin thegivenmarket.An olviousdisadvantage is
then the impossiklity to quantify the impad of the
individual elemerts.
The value of suc an indicaor is then of importance
as well as other indicaors, if it is compared in time
and internationally, i.e. by following developmen
and comparing the postion of export with foreign
competition. Higher value of the indicaor usualy
showvs the ability of products/®dors/produces to
export at higher prices owing to the above-mettioned
factors. It considess only the goods, which are really
exported; therefore it does nat indude that which is
nat, for whatever rea®ns, not competitive.

RCA

It is olvious that the daa on export could not at

indicators. Into the graup o the competitiveness the same time intude also the level and changes of

indicatorsacquired anthebas of resultscould befurther

competitivenessn the domestic,internal market, what

includedalso atherindicaors, sud ascompetitivenesscan beegimated onthebas of theimport developmert. It

of import, profitability of export related to profitability
of import etc.

isalso necesary consider besideghe competitiveness
itself, also export, i.e. also foreign demand which
depends n the developmern rate of foreigntrade and
also factors influencirg import, which in turn depend
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on the growth ratesof domesticecanomy.

These trends are usualy incaporated in the
developmert of the total import and export. All these
factors are then includedin the following indicaor —
RCA. It comparesthe sedoral exports and imports and
theseare correded by the situation in the total exports
and imports, which represert the above-menioned
relationghips.

The RCA (Revealed Comparative Advantage) indicator
issuedrom the classicattheory of foreigntradeand the
theary of comparative advantages.It is computedasthe
rate of the sector export and import to the total export
and import, i.e..

=
¢
IMi
RCA Iny
" fEXi:

This indicaor enaltes to analyse the international
competitiveness level o the given sedors either
comparedto othersedorsor intime. Thestandardisation
enalbesto comparedifferert sedors. Positive RCA value
refleds the comparative advantagesof sedors /therate
of sedor Ex and Im exceedghe value d the rate of the
total EX and IM).

At this indicaor, there is mertioned a series o
conditions which are valid also for other indicaors of
the similar type, i.e. which are basd on similar daa.
RCA refleds all distations in tradeflows. Theimplicit
prerequiste of the analysis is that the exports d the
country are the ohject of the samelevel and structure of
protedion in every aimedcountry, what is not always
self-evidert and the results aswell ascompetitiveness
are to a cettain extert influenced b it. To ke able to
deilive the correc condusions, it would be necesary
to have suficient informaion on tradepolicy applied
at every sedor.

Further it is important to differ exports from profits. If
an enterprise sells at alow price with the am to reat

a high level of the cgpacity utilisation or with the aim
to suséin the market position et., the profits migt
be stble or even none In sud case international
competitivenessof afirm shavsto be ratherlower than
higher.

An important note also is that the international
competitiveness is not refleded only in exports.
Domesticsales are also important (and the indicator
takes them into consideration) and limitation only
to the external pat o the phenanenan might
undeestimde the sedor competitiveness,even if the
changes of competitivenesdn the domesticmarket will
berefledted in the RCA.

It is also necesary to take care of the aggregaion level
and the followed year. A too g aggregdion cover
differert developmert insidethe sedtor, and atoo small
one might syply a too geat scope o little relevant
information. What regads time, it is necesary to take
into consideration theimpad of ecanomic cycles.

Theabove-menioned dvision of ecanomic production
and its exdanation is sipported by concrete results
basd on the RCA indicaor (Table 3).

As is olvious from Table 3, the selected
countries had generally comparative advantagein the
area of the Schumpeter goods production with the
excefion of Spain, which had comparative advantage
in some & the Ricardo goods, HedkscherOhlin
goods and road vehicles. This might seem surprising,
neverthelessit regaded compared to the remaining
countries, an ecanomically less developed country. In
other groups, comparative advantage was weaker and
the RCA values often even negdive, in certain goods,
exports were evennot registeredat all.

Theseresults sypport the prerequistes of the
classicaforeigntradetheary. Itisthenalmosimpossble
for a country to read positive sectoral balancesin all
sedors. In the logic of foreign trade it is to export
cettain goods aswell asoimport others. For example, it
is obvious that the moden industrial countrieswithout
the sufficiert natural resourcesimport a consideralte
amounts d ol and are, on the other hand, usualy
competitive in the area of developed productswith high
value addeddemanding in research and developmer.

Tab. 1.: RCA for Germany, Spain, the USA, South Korea and Japan

SITC USA Japan S.Korea Span Germany
Ricardc goads

1 Meat and meat products 0,58 - - 0,46 -0,965

3 Fish,crabsand malluscs -0,326 - 1,12 -1,004 -

5 Vegetablesand fruit 0,14 - -0,353  |-1,759 -2,011

11 Drinks - - - 0,61 -0,739

12 Tobaccoand tobaccoproducts - - - - 0,11

32 Coal coke and brickquetes - - - - -

32 Oil, ail products -1,93¢ -3,60¢ -1,865 -1,0¢ -1,89¢
Heckscher-Ohlin goads

61 | Leather leatherproducts |- - 0,35 0,56 -
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65 Textile fibres,textile -0,117 0,07 1,18 0,01 0,06
67 Iron and steel -0,693 0,88 0,41 0,55 0,08
84 Clothing productsand suypplements -1,85 - 3,3 -1,07 -1,142
88 Protographic equipment, optical products -0,45:% 1,04 -0,34¢ 1,48 -0,08¢t
Non-mobile Schumpeter goads
71 Eledric enegy production equipmert 0,34 1,38 -1,2 -0,21 0,4
72 Specialmadinery 0,56 1,46 1,47 -0,46 0,95
73 Metal-operating madinely 0,15 1,44 - -0,24 0,76
74 Machinery and equipmert of general ug 0,43 1,35 -0,9 -0,27 0,67
78 Roadvehicles -0,495 2,1 1,54 0,632 0,51
87 Specia scientific and manegement equipment  |0,8¢ 0,37 -1,4¢ -0,78¢ 0,42
Mobile Schumpeter goads
51 Organic chemicals 0,35 0,03 -0,667 -0,403 0,26
52 Inorganic chemicals 0,41 -1,19 - -0,125 |0,22
58 Plasticmetterin non-primary state 1,1 0,8 0,53 -0,157 0,32
59 Chemical mans and products 1,12 -0,42 - -0,811 |0,53
75 Office madiinery and equipmert 0,03 1,23 0,64 -0,649  -0,693
76 Phae and answeling equipmert -0,054 |1,84 1,47 -0,588  -0,343
77 Electrical equipment 0,12 1,1f 0,3 -0,123 0,21

Source: U.N., 1993

MARKET SHARE

Ancther posside evaluation o the international
competitivenessof a country are market shaesof their
sedors in the world trade what correspndsto one of
the priority goals of erterprise — expansion, growth.
Growing market shaesare thengenerally regadedas
a proof of the growing competitiveness.The simplest
method is listing of the world market shaes, when
national exports are divided by the total exports d the
sedor in the world (or in frame of the given group of
countries,aselaboratedfor exanple by the OECD), i.e.
the market shae of bath the country and the sedor:

msij =X

n

f EXii
11
At that, there are not consideredthe sales of erterprises
in the home markets,what in case whenthe sedor in
the frame of the econony satisfies by its production
the domestic demad, undeestimaesits market shae.
Again, the indicator doesnot speak of the important
factor, i.e. of profitability. A high market shae neednot
always mean high profits,what might malethe sufficiert
competitivenessof the secor doukliful. Neverthelessjf
suc a shae developsfor a sufficiertly long time, this
doult might be suppressed
Besidethe above-menioned sinple way, there existalso
othermethods usirg market shaes.Oneof themis the
constant market shae metod (CMS), which tries to
divide the changes in market shaesinto the structural
pat (be it in relaion to regions or commodties)
and the competitive part. Thenit tries to “freezé the
structural pat and with the aid of this, to ascertain the

developmert of competitiveness.On the other hand,
another method puts stress to the quidkly growing
markets and, in differenceto the previous metod; it
follows the ability of sedors to adgt to the structural
change. Then the country which reades high and
growing market shaesin the quidkly growing markets
is regadedasavery competitive.

RELATIVE STRENGTH OF SPECIALISATION

It regads an indicaor of a similar charader as the
above-merioned ones and it is therefore aimed
mainly at the evaluation of the individual sedors efc. It
expresestherate of the shae of the country in the total
export of the given product/branch and the shae of
the country in the world export. If the shae of ceitain
segmernt of domesticexport in the total world export
of the same is higher than the shae of the domestic
export in the world export, it means a higher market
shaesin the specific areathan the total, therefore, there
can be presipposed aceltain specialisation of the given
ecaomy in this area. Xii

Theformulathenis: _[Xi
Xi

[

where Xij = export of the product j from country i
f Xij = total world export of the product |
Xi = export of all sectors of the country i

f f Xij = total world export
i

17



AGRICULTURA TROPICA ET SUBTROPICA

VOL. 40 (1) 2007

It testifies,asfollowsalso from the name, on therelative
specialistion of ecanomy in acertain branch or sedor,
owing to which a certain competitive advantagein the
frame of the followedarea could be estimaed. Usually

it is utilised in evaluation of the area of technologically

demanding branches.

PROFITABILIT Y

An indicaor omitted in the previous indicaors, which,
however, issuesfrom the ams of ecaiomic subjeds
andis also often usedfor defining its successility, is
profitability. There, we can indude the indicaors of
the Processig Industry Profitability. The first of them
presupposes the availability of the data on the sector
GDRP sinceit is definedas:

g M
ULC

where YM =
industry
ULC = index @ the unit labour costsin processimy
industry.

value added deflator for processiny

Its principle lays in the fact that good competitiveness
enales producess to reat higherprofits. However, the
problemis that the deflator contains, besideslabour
costsand profit, also ather iters. For exanple, if the
utilisation pf cepital, and therefore also its weight
in the indictor, increases to the detimert of labour,
profitability increases. Further limitation o the
indicator is its usualsensibility to the ecanomic cycle,
whena consideralte fluctuation of profits accurs.

The relaed indicaor - Processilg Industry Export
Profitability - usesinstead d deflator the unit value d
export

PX

ULC

Comparedto theformer indicdor, this onefurthernore
suffers from two disadvantages.On the one hand, unit
values of export are baed on gross value, i.e. they
refleat bath the changesin the non-labaur input costs
aswell asthe changes in the value addeddeflator. This
is especially important in casewhen the commodty
prices change considerally o when there occur
changes in the exdhange rate, which influencesprices

PRX

of the foreign inputs. This could be nursedfor example

by combining of the unit labour costsindex with the
raw materials price indices et., if the sutable index
could be found However, the main and much bigger
problemconneded with it is that the important input
of the processiig production are non-tradale services,
and only few countries have got indicesusable for these
purposes.

Ancther problem midit be the differert structure of
export and domestic processiig production, to which
there might be conneded differencesin the labour
costs development accading to the fact whether the
givenenrterprise/sdor exports a nat.
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