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MIXHAPOIHA EKOHOMIKA

P.KuzmiSin
EVALUATION OF COMPETITIVENESS BY THE WORLD ECONOMIC FORUM

Y cmammi poszensdacmovcs  oyiHKa  KOHKYPEHMOCHPOMOJNCHOCMI — pesyabmamie 36im  npo  2n00aivbHy
KoHKypenmocnpomooicicmos 2013-2014 Bceceimnvozo exonomiunozo ¢opymy (3sim). Bouma 3acmoeana Ha
MOMY, W0 eKOHOMIKU KOHKYPEHMHO30amHtI, AKWO MAIOMb 6UCOKULL PIBEHb JICUMMSL, SIKULL 6KII0YAE 8 cebe DinbuLy
yacmuny Hacenenns kpainu. Coyianvhi paxmopu, a makodic eKonociuHi menep € YACUHOI Kpumepiie oyiHKu
KOHKypenmocnpomoodicnocmi. Cmammsi  nokasye 3aeaivHull petumune Kpain, nepeddavenuii y 36imi.
3sepmaemobcs yeaza na okpemi kpainu - Crosauuuna ma Yxpaina, onucye ix npoghine ma npobiemui gaxmopu
y bisHec-cepedosuwi. 3a oanumu BE®D, 6invuicmo kpain €sponu sk i paniue 6opemvcs 3 Qinancosumu ma
cmpykmypuumu npobnemamu. /lanekocaicni 3axoou Oyau npuiinami 6 €gponi, wo6 3anobiemu Kpaxy €6po30HU i
6Cb0O20 PEZIOHY 6 OUHAMIYHOMY WLISXY 3POCHIAHHS, 30Kpemda 3d OONOMO2010 MAKPOEKOHOMIYHUX 3aX00i8 I 8
OesIKILL MIPL | 34 PAXYHOK CIPYKMYPHUX peghopm, 0COOIUBO 6 nepudepilinux Kpainax €6po30HuU.

Knrouosi cnosa: rxonxypenmocnpomodichicmo, Bceceimuiti ekonHomiunuil gpopym, 0OisHec-cepedosuuje, OYiHKA

NOKA3HUKI8 KOHKYPEHMOCHPOMONCHOCHI.

INTRODUCTION

Within the measurement and evaluation of
competitiveness are used varieties of indicators. For
example, the indicators of development of prices and cost,
one particular are unit labour costs and real exchange rate.
The next group is the indicators of business performance -
quantitative and qualitative. Apart from the static point of
view is used the method of description of competitiveness
development in the longer term, so-called shift-share
analysis. Mentioned must also be composite indicators,
which are normally part of various statistical documents
on competitiveness.

Currently is prevailing aggregate concept of
macroeconomic competitiveness, where the emphasis is
placed on increasing the population’s income and rising
living standards. According to the European Commission
is competitiveness ,the ability to produce goods and
services that will stand the test of international markets
while maintaining a high and sustainable level,
respectively more generally, the ability to generate
relatively high income and employment levels when
exposed to international competition® (EC 1999, p. 4).

According to a more modern idea is therefore such
competitive economy, which has a high standard of living,
which involves the majority of country's population.
Especially social factors together with environmental are
now part of the evaluation criteria of competitiveness.

The goal of this paper is based on the model of
assessment of competitiveness by the World Economic
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Forum (WEF) to identify the development of
competitiveness in the world and in selected economies -
with focus on Slovakia and Ukraine.

1 EVALUATION OF COMPETITIVENESS
BY WEF

Evaluation under the responsibility of WEF is
related to the quality of public institutions, government
policies and other factors underlying productivity level in
the country. It states the perspective of the state to
achieve sustainable economic growth in the medium term.

Given all these forces and interrelationships, and as
already mentioned at the beginning of the chapter, we
define sustainable competitiveness as the set of
institutions, policies, and factors that make a nation
remain productive over the longer term while ensuring
social and environmental sustainability. Fundamental to
this concept is the notion that, although competitiveness
can be equated with productivity and economic
performance, sustainable competitiveness can be linked to
a broader concept that focuses on aspects that go beyond
mere economic well-being to include other important
elements that render societies sustainable prosperous by
ensuring high-quality growth.

Based on our definition of sustainable
competitiveness, we have developed a framework that aims
to create a common ground to develop policies that balance
economic prosperity with social inclusion and environmental
stewardship. This conceptual model is represented in Fig. 1,
which presents a framework where the Forum’s index for
measuring competitiveness, the Global Competitiveness
Index (GCI), is adjusted by factors that encompass social and
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environmental sustainability. This framework highlights the  prosperity in society. High levels of competitiveness are
central position of competitiveness as the key driver of  crucial to sustained prosperity.

GLOBAL
COMPETITIVENESS
INDEX (GC)

Social Environmental
sustainability sustainability
pillar pillar

Social Environmental
sustainability— sustainability—
adjusted GCI adjusted GCI

{BCN x (social (BCY) x (emvironmental
sustainability cosfficient) sustainability coefficient)

Sustainability-

adjusted GCI

Fig. 1 The Structure of the sustainability-adjusted GCI
Source: http://www.weforum.org/content/pages/sustainable-competitiveness/

Access to basic necessities

e  Access to sanitation

e Access to improved drinking water

e  Access to healthcare
Vulnerability to shocks

e  Vulnerable employment

e Extent of informal economy

e Social safety net protection
Social cohesion

e Income Gini index

e Social mobility

e  Youth unemployment

Fig. 2 Indicators for social sustainability
Source: http://www.weforum.org/content/pages/sustainable-competitiveness/

Environmental policy
e Environmental regulators
(stringency and enforcement)
e Number of ratified international
environmental treaties
e Terrestrial blome protection
Use of renewable resources
e  Agricultural water intensity
e Forest cover change
o Fish stocks' overexploitation
Degradation of the environment
e Level of particulate matter
Concentration
e CO, intensity
e Quality of the natural environment

Fig. 3 Indicators for environmental sustainability
Source: http://www.weforum.org/content/pages/sustainable-competitiveness/
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Table 1 The Global Competitiveness Index 2013-2014 rankings and 2012-2013 comparisons (selected countries)

Country/Economy Rank (out of 148) Score (1-7) GCI 20122013
Switzerland 1 5,67 1
Singapore 2 5,61 2
Finland 3 5,54 3
Germany 4 5,51 6
United States 5 5,48 7
Sweden 6 5,48 4
Hong Kong SAR 7 5,47 9
Netherlands 8 5,42 5
Japan 9 5,40 10
United Kingdom 10 5,37 8
Poland 42 4,46 41
Czech Republic 46 4,43 39
Hungary 63 4,25 60
Slovak Republic 78 4,10 71
Ukraine 84 4,05 73

Source: http://alianciapas.sk/wpcontent/uploads/2013/09/WEF_GlobalCompetitivenessReport 2013-14.pdf

2 COUNTRY/ECONOMY PROFILES
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Fig. 4 Stage of development - Slovak Republic

Source:

http://alianciapas.sk/wp-content/uploads/2013/09/WEF_GlobalCompetitivenessReport 2013-14.pdf

Table 2 Slovak Republic - The most problematic factors for doing business

Factors Per cent of responses
Inefficient government bureaucracy 19.7
Corruption 18.7
Restrictive labour regulations 13.6
Policy instability 9.9
Tax rates 8.4
Inadequate supply of infrastructure 7.4
Tax regulations 59
Access to financing 4.8
Insufficient capacity to innovate 4.0
Poor work ethic in national labour force 23
Inadequately educated workforce 2.0
Crime and theft 1.5
Government instability/coups 1.1
Inflation 0.4
Foreign currency regulations 0.3
Poor public health 0.1

Source: http://alianciapas.sk/wp-content/uploads/2013/09/WEF_GlobalCompetitivenessReport _2013-14.pdf
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Slovakia. Among the most significant competitive
advantages of Slovak economy are openness to foreign
ownership of companies (4), low-custom barriers (4),
openness to foreign investment which brings new
technologies to Slovakia (6), low interest rate spread (12),
high correlation between the level of wages and labour
productivity (14), the prevalence of the Internet (16), low
risk of terrorism (20) and healthy banking sector (31). In
the area of infrastructure is positively perceived rail
transportation (21) and energy infrastructure (28).

As the most competitive disadvantage of
Slovakia has World Economic Forum identified poor law
enforcement (ranked 139 out of 142 in local ranking).
Next is a high level of clientelism in the country (135),

Stage of development

o
v

extremely low public confidence in politicians (132) and
lack of transparency in public procurement (113).
Aviation infrastructure lags behind (128). Competitive
disadvantage of Slovakia is also high deficit of public
finance (130), inefficient agricultural policy (120), low
quality of the education system (117), including economic
schools (106). Among other drawbacks can be mentioned
too much customer orientation on price rather than quality
(122), escape of talented people abroad (111), lack of
cooperation between educational institutions and
enterprises (104), and lack of support for the introduction
of technological innovation through public procurement
(129).

1 Transition Transition 3
1-2 2-3
Factor Efficiency Innovation
driven driven driven
Institutions
Innovation & Infrastructure
5 )
Business r . Macroeconomic

sophistication [/

Market size

Technological
readiness

Financial market
development

environment

Health and
primary
education

Higher education
and training

Goods market
efficiency

Labor market efficiency

—O— Ukraine

—O— Efficiency-driven economies

Fig. 5 Stage of development — Ukraine

Source: http://alianciapas.sk/wp-content/uploads/2013/09/WEF _GlobalCompetitivenessReport 2013-14.pdf

Table 3 Ukraine - The most problematic factors for doing business

Factors Per cent of responses
Access to financing 16,7
Corruption 15,5
Inefficient government bureaucracy 13,4
Tax regulations 11,0
Policy instability 10,1
Tax rates 8.4
Foreign currency regulations 4,2
Insufficient capacity to innovate 4,1
Inflation 3,7
Government instability/coups 3,5
Crime and theft 2,5
Inadequate supply of infrastructure 2,2
Restrictive labour regulations 1,9
Poor public health 1,3
Inadequately educated workforce 0,8
Poor work ethic in national labour force 0,6

Source: http://alianciapas.sk/wp-content/uploads/2013/09/WEF_GlobalCompetitivenessReport 2013-14.pdf
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Ukraine. After improving somewhat last year,
Ukraine falls back by 11 places to 84th position in this
year’s GCI. Overall, Ukraine maintains its competitive
strengths. These result from its large market size (38th)
and a solid educational system that provides easy access
to all levels of education (ranked 43rd on higher
education and training and 57th on primary education).
Putting economic growth on a more stable footing in
future will require Ukraine to address important
challenges. Arguably, the country’s most important
challenge is the needed overhaul of its institutional
framework, which suffers from red tape, a lack of
transparency, and favouritism. Ukraine could realize
further efficiency gains from instilling more competition
into its goods and services markets (124th) and continuing
the reform of its financial and banking sector (117th).

CONCLUSION

a) The Global Competitiveness Report’s
competitiveness ranking is based on the GCI, which was
introduced by the World Economic Forum in 2004.
Defining competitiveness as the set of institutions,
policies and factors that determine the level of
productivity of a country, GCI scores are calculated by
drawing together country-level data covering 12
categories — the pillars of competitiveness — that together
make up a comprehensive picture of a country’s
competitiveness. The 12 pillars are: institutions,
innovation, macroeconomic environment, health and
primary education, higher education and training, goods
market efficiency, labour market efficiency, financial
market development, technological readiness, market size,
business sophistication and innovation

b) WEF define sustainable competitiveness as the
set of institutions, policies, and factors that make a nation

remain productive over the longer term while ensuring
social and environmental sustainability.

¢) According to the WEF North America, Europe,
and Eurasia throughout the past year, much of Europe has
continued to struggle with financial and structural
challenges. Far-reaching actions were taken in Europe to
avoid the breakup of the euro zone and bring the region
onto a more dynamic growth path, mainly through
macroeconomic measures and, to some extent, through
structural reforms especially in peripheral euro zone
countries. Although measures to improve competitiveness
in some countries seem to have started bearing fruit, low
global and regional demand continues to constrain
growth, and several core countries still must reform their
own economies in order to once again become engines of
growth.

d) According to K. Schwab, Founder and
Executive Chairman of the World Economic Forum
“Innovation becomes even more critical in terms of an
economy’s ability to foster future prosperity....I predict
that the traditional distinction between countries being
‘developed’ or ‘less developed” will gradually disappear
and we will instead refer to them much more in terms of
being ‘innovation rich’ vs. ‘innovation poor’ countries. It
is therefore vital that leaders from business, government
and civil society work collaboratively to create education
systems and enable environments which foster
innovation.”  Xavier  Sala-i-Martin, Professor  of
Economics, Columbia University, USA, said: “The report
highlights a shift in the narrative of the global economy
from one year ago, when fire-fighting still characterized
much of global and regional economic policy. This has
now given way to an increasing urgency for leaders to
make wide-ranging structural reforms to their
economies.”
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multimedia classrooms to support distance education forms in the area of core competencies with an emphasis on

entrepreneurial skills”.
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