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Abstract

Our paper is analyzing the theoretical and empirical research in the field of competitiveness
and it presents the methodology of determining the global competitiveness index. Also, our
paper is analyzing the evolution of the global competitiveness index in the Member States of the
European Union, in the last years. The results obtained show that more than half of European
Union Member States recorded an increase in the global competitiveness index on the account
of the basic influence factors. With the exception of six countries (Bulgaria, Cyprus, Croatia,
France, Italy, Malta), the European Union countries show a favorable influence of the
efficiency on the index of global competitiveness. The highest contribution of the efficiency on
the increase of global competitiveness is recorded in Portugal, Romania, Latvia, Lithuania and
Bulgaria; on the opposite side is Malta, Cyprus and Germany. Regarding the influence of
innovation, only three countries have recorded a negative impact of the innovation on the
global competitiveness index: Finland, Spain and Austria. On the other hand Romania, Cyprus
and Portugal show the highest favorable effect of innovation on the competitiveness.
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Introduction

Enhancing external economic relations have increased competition and forced the
economic agents (respectively the overall economies) to pay more attention to
international competitiveness. The competition has exceeded the economic sphere;
now, not only firms compete on the goods and services market; the countries compete
for the mobile factors of production; people compete for higher incomes and job
security (Siebert, 2000). Neglecting (even partial) of the competitiveness attracts the
risk that commercial interdependencies between countries to turn into addictions.
Therefore, international competitiveness is the essential condition of independent
development in an interdependent world.

The analysis of global competitiveness allows appreciating the extent to which the
various economies of the world countries have managed to face the challenges.
Regardless of their size, the economies - dependent on foreign economic exchanges -
were confronted with unusual experiences; the economic crisis has generated a crisis
of public finances which - amid certain political blockages - has made it more
difficult to recover even for the most advanced economies of the world. In such a
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scenario has been admitted that the foundation of economic growth and long-term
development is the exploitation of the productive potential of each actor of the world
market; the economic policies and institutional reforms were accepted as basic tools
in redefining the quantitative and qualitative coordinates of the recovery through
competitiveness and sustainable performance.

Based on the analysis of the international competitiveness of the economies of the
world, the primary objective of the survey was to identify the specifics of the Member
States of the European Union. To achieve this goal, the paper is structured as follows:
the first section presents the state of knowledge in the field; section two presents the
methodological coordinates of the research regarding international competitiveness;
the third section focuses on the analysis of chromatic of global competitiveness of the
EU Member States; the last section summarizes the conclusions and shows the limits
and future directions of research.

The state of knowledge in the field

The complexity of contemporary economies, diversification and specialization,
technical progress, increased dependency on raw materials, the crises and increasing
concerns on risk reduction while maximizing the gains/benefits have redefined the
role, dynamics and structure of indicators for assessing global competitiveness.

In the late 80s the competitiveness theory has addressed the link between growth and
balance of payments of an open economy (Fagerberg, 1988). In less than ten years
away, the international competitiveness of a country was defined as the ability to sell,
the ability to attract foreign direct investment, and the ability to obtain gains
(Trabold, 1995). Then, in the definition of international competitiveness they have
opted for association with economic welfare; thus Coldwell (2000) takes the view that
we can talk about international competitiveness when the economic welfareof a nation
is surpassed by increasing trade flows.

Recent researches have made additional contributions in international
competitiveness. Competitiveness was defined as: a) the ability to create wealth (Kao,
2008; Onsel, 2008), being considered a relevant indicator for evaluating countries and
regions; b) a high standard of living in a country with the lowest rate of
unemployment (European Competitiveness Report, 2010); ¢) a set of institutions,
policies and factors that determine the level of productivity of a country (Sala-I-
Martin et al., 2009). Summing up the theoretical and empirical research results, it
emerges the idea that the winning more profitable positions depends on variables like
performance, welfare, efficiency, innovation and sustainability. Competitiveness
drives prosperity and a high living standard for the citizens (Oprescu, 2012).

In order to ensure the progress in research was not carried out a strict limitation on the
positive heuristic, but was also made noticeable the negative heuristics. The most
"fierce" critical of the concept of international competitiveness was Krugman (1996),
which said that the definitions are "elusive and meaningless when related to national
economies; for the economies with low international trade, the competitiveness is a
fun way of saying productivity ".

In retrospect, passing through the filter of critical rationalism, we appreciate that
solidity of international competitiveness theory has proven its strength and
importance. Noteworthy is the fact that the path of the research was not
unidirectional, but there were also turns in the plan of debates.
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Methodological coordinates of the international competitiveness research
The international competitiveness analysis is carried out after the following points
(Herciu, 2013): a) the extent that it relates to macroeconomic issues (national welfare,
attractiveness for foreign and domestic investments) and not an aggregation of
microeconomic issues; b) the extent to which it is made the difference between
influence factors and indicators of international competitiveness; c) the amplitude of
the technology and innovative gap between countries (in the context of coexistence of
the economies based on the efficiency of classical factors and of the innovation based
economies).

Regarded through the recent global transformations, the determinants of
competitiveness can be identified as:

a) The conditions of the factors of production; on this line, the current prime concern
is to reduce resource dependency;

b) The conditions of demand/supply; in the absence of other instruments, some states
continue to focus on stimulating aggregate demand; however, the trend which is being
observed is of revival, in new forms, of the conjunctural policies based on stimulating
the supply (supply-side economics);

¢) The market size; it must not be neglect the experience of the countries which
accepting the destruction of their economies have become, fundamentally, outlets
market; in this case the fact remains that foreign demand is not based solely on the
competitiveness of exported products but also on insufficient domestic production of
the partner countries;

d) The competitive environment; given that the crisis (economic and financial) has
affected most of the economies of the world, it have been severely reduced the
prospects of the competitors to resist to the powerful performant companies;

e) Promation; to ensure the coordination and division of labor in the value chain in
order to promote, large manufacturers have created an extensive network of global
promotion;

f) Government interventions; international competitiveness, where it is visible, has
been strongly supported by appropriate public policies;

g) Unexpected events; some economies have "picked the fruitage" by exploiting
favorable opportunities created by the economic crisis, respectively, by speculating
the weaknesses of partners.

The indicators for assessing the international competitiveness can be analyzed on two
levels: microeconomic (focus on products trade, specialization and specialization
dynamic, sustainable growth rate of profit/capital of the company) and
macroeconomic (trade balance indicators, indicators of international openness,
indicators of concentration/geographical dispersion, exchange rate, interest rate,
inflation rate, respectively, the human development index.

In order to sketch a picture of how EU countries have managed to cope in the face of
new challenges we relate to reports by World Economic Forum (Schwab, 2012, 2013,
2014) on global competitiveness. To assess competitiveness were analyzed:

- The determining factors (called pillars of competitiveness): (1) basic factors
(institutions, infrastructure, macroeconomic environment, health and primary
education); (2) increase efficiency factors (professional development, efficiency and
size of the markets - of goods, labor and financial - receptiveness to new
technologies); (3) innovation factors (quality and complexity of business and
innovation);

- The development stages of each economy: a) stage 1 - Orientation on the basic
factors of competitiveness; b) transition from stage 1 to stage 2; c) stage 2 —
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competitiveness focused on efficiency; d) transition from stage 2 to stage 3; e) stage 3
- based on innovation.

The analysis of the international competitiveness of EU Member States
As regards the annual classification on different predefined stages of growth of all
140 countries, WEF reports reveal a shy country migration. Taking as reference the
beginning (2011/2012) and the end of the period (2014/2015) we observe that has
decreased the number of states in the first two groups in the favor of the next three
groups, which is a positive aspect (Table 1) because it increases the number of
efficiency-driven economies and innovation based economies.

Looking through the prism of the Member States of the European Union a progress
was made in line of classification only by the Slovak Republic (2012/2013) and
Estonia (2013/2014), the last one has managed to enter in the third stage of
development.

The presentation of the positions for the European Union member states and the
developments registered in the global competitiveness index are shown in Table 2.

In the period 2012/2013 the EU Member States were ranked in the range of 3-96, the
best position being hold by Finland, and on the last position being Greece (column 2,
Table 2). The first ten positions were occupied by Finland, Netherlands, Germany,
United Kingdom, Denmark, Austria, Belgium, France, Luxembourg and Ireland. In
contrast, Romania, Croatia and Greece were ranked on the last three positions.
Between 2013/2014 (column 3, Table 2), Malta, Croatia, Bulgaria and Greece win
many positions in the ranking (6 and 5 positions). The most significant declines in
international competitiveness rankings were recorded by Slovenia, Czech Republic,
Italy and Slovak Republic (with 6 or 7 positions).

Table 1 Distribution of states on the five stages of development

Stages of development

Stage 1: | Transition Stage 2: Transition Stage 3:
Factor |fromstage 1| Efficiency |from stage2 | innovation

driven to stage 2 driven to stage 3 driven
The share of orientation towards:
- basic requirements 60% 40-60% 40% 20%-40% 20%
- efficiency 35% 35-50% 50% 50% 50%
- innovation 5% 5-10% 10% 10%-30% 30%
GDP/capita (USD) <20 2-2,99 3-8,99 9-17 >17,0
Distribution of states:
2011/2012 37 24 28 18 35
(no. of states)
2012/2013 38 17 33 21 35
(no. of states)
2013/2014 38 20 31 22 37
(no. of states)
2014/2015 37 16 30 24 37

(no. of states)

Distribution of states from UE:

2011/2012 - - 2 7 18
(no. of states)
2012/2013 2 6 19
(no. of states)
2013/2014 - - 2 5 21
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(no. of states)
2014/2015 - - 2 5 21
(no. of states)
Source: Data processed after Schwab, K. (ed.), The Global Competitiveness Report 2011-2012, Report
2012-2013, Report 2013-2014, Report 2014-2015, World Economic Forum, Geneva

Also during 2014/2015 the ranking is opened by Finland and closed by Greece. The
most spectacular rises in ranking were register by Romania (up 17 positions), Portugal
(up 15 positions), Latvia and Greece (each rising by 10 positions). On the opposite
side are Austria, Malta and Slovenia who lose 5, 6 or 8 positions in the ranking
(column 4, Table 2).

Table 2 The ranking of countries according to the value of the global
competitiveness index

Rank Score (GCI) Variations of GCI
201
Country | 2/ | 2013/ | 2014/ | 2012/ | 2013/ | 2014/ | r6- | 17— | o
201 | 2014 | 2015 | 2013 | 2014 | 2015 | 5 | 16
3
0 1 2 3 4 5 6 7 8 9 10

1 | Austria 16| 16| 21| 522 515| 516 -007 | 0.01] -0.06
2| Belgium 17| 17| 18| 521 513 | 518 -008] 0.05] -0.03
3 |Bulgaria | 62| 57| 54| 427 | 431| 437 ] 004] 006 0.0
5 | Croatia 81| 75| 74| 404 413 | 413 | 0.09 0] 0.09
4| Cyprus 58 | 58| 58| 432 430| 431 -0.02] 00L| -0.01
6 | Czeeh | 9| 46| 37| as51| 443| 453 -008| 01| o002

Republic
7 | Denmark | 12| 15| 13| 529 | 518 | 529 -011] 0.11 0
8 | Estonia 34| 32| 29| 464 465| 471] 001] 006 007
9 | Finland 3 3 4| 555| 554 | 550 -0.01 | -0.04| -0.05
10 | France 21| 23| 23| 511 505| 508] -0.06| 003 -0.03
11 | Germany 6 4 5| 548 | 551 549 0.03] -0.02| 001
12| Greece 96 | 91| 81| 386 3.93| 404] 007] 011 o018
13 | Hungaria | 60 | 63| 60| 430 4.25| 4.28] -005| 0.03| -0.02
14| Ireland 27| 28| 25| 491 492| 498] 001] 006 007
15 | Italy 42| 49| 49| 446 | 441| 442 -0.05| 001 -0.04
16 | Latvia 55| 52| 42| 435| 440| 450] 005] 01| o045
17 | Lithuania | 45| 48 | 41| 441 | 441 451 0] 01| o010
18 b%xembo 2| 22| 19| 500| 500| 517 o| 008| o008
19 | Malta 47| 41| 47| 441] 450| 445] 009 ] -005| 004
20 dNSeme”a” 5 8 8| 550| 542 | 545| -008| 003| -0.05
21 | Poland 41| 42| 43| 446 | 446 | 4.48 0] 002 002
22| Portugal 49| 51| 36| 440 | 440 | 454 0] 014 o014
23 | Romania | 78| 76| 59| 407 | 413 | 4.30] 0.06] 017 023
24 | Slovak 71| 78| 75| 414| 410| 415| -004| 005| 001

Republic
25 | Slovenia | 56 | 62| 70| 4.34| 4.25| 4.22] -0.09] -0.03| -0.12
26| Spain 36| 35| 35| 460 | 457 | 455 -0.03] -0.02| -0.05
27 | Sweden 4 6| 10| 553 | 548 | 541 -0.05] -0.07 | -0.12
28 | United 8| 10| 9| 545| 537| 541|008 004| -004

Kingdom

Source: Data processed after Schwab, K. (ed.), The Global Competitiveness Report 2011-2012, 2012/2013,
2013/2014, 2014/2015, World Economic Forum, Geneva, pp. 13-16
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For the entire analyzed period (2012-2015) there are observed mutations wider in the
international competitiveness ranking. Romania, Greece, Portugal and Latvia are
ascending the most positions in the ranking (19, 15 and 13 positions). On the opposite
side are France and Poland (which lost two positions each), Netherlands (which lost

three positions) and Sweden (which lost six positions).

The evolution of global competitiveness index which was the bases for drawing up
the ranking reveals increasing and decreasing oscillations (col. 8 and 9, Table 2). The

overview on these oscillations is shown in Figure 1.

-

N

Figure 1 The evolution of global competitiveness index (by country and by
reference intervals: 2012/2013, 2013/2014, 2014/2015)

The last column of Table 2 shows the global competitiveness index variation
throughout the entire period (2012-2015); the variation margin is included in the
range of - 0.12 (Slovenia) and 0.23 (Romania).

Table 3 The evolution of the influence from the global competitiveness index
influence factors

Subindexes of GCI The direction and amplitude of
Basic factors | Efficiency Innovation factors influence
Country 2013/ | 2014/ | 2013/ | 2014/ | 2013/ | 2014/ | Basic Efficiency | Innovation
2014 | 2015 | 2014 | 2015 | 2014 | 2015 | factors
0 1 2 3 4 5 6 7 8 9 10
1  |Austria 563 [5.71 |497 [4.96 |5.14 |5.11 +0.08 -0.01 -0.03
2 |Belgium 551 [5.53 |5.03 |5.07 |5.07 |5.11 +0.02 +0.04 +0.04
3 |Bulgaria 473 |471 |418 |431 |3.28 |3.27 -0.02 +0.13 -0.01
4 |Cyprus 484 |473 [4.34 |4.28 [3.87 |4.06 -0.11 -0.06 +0.19
5 |Croatia 469 [4.66 |4.05 |4.11 |3.46 |3.47 -0.03 +0.06 +0.01
6 |Czech 480 |5.02 (451 |4.62 |4.07 |4.07
Republic +0.22 +0.11 0.00
7  |Denmark 555 [5.85 |5.05 |5.11 |5.14 |5.19 +0.30 +0.06 +0.05
8 Estonia 543 |554 |464 |4.73 |4.08 |4.17 +0.11 +0.09 +0.09
9 |Finland 597 [597 |5.30 |[5.27 |5.65 [5.57 0.00 -0.03 -0.08
10 |France 550 [542 |5.00 |5.07 |4.84 |4.86 -0.08 +0.07 +0.02
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11 |Germany 590 [591 |531 |5.26 |5.59 |5.65 +0.01 -0.05 +0.06
12 |Greece 430 [450 [4.06 |4.15 [3.46 |3.55 +0.20 +0.09 +0.09
13 |Hungary 461 |471 [428 |4.30 [3.60 |3.62 +0.10 +0.02 +0.02
14 |Ireland 518 |5.19 [4.89 |4.97 |481 |4.85 +0.01 +0.08 +0.04
15 [ltaly 485 482 1434 (436 |4.22 |4.26 -0.03 +0.02 +0.04
16 |Latvia 500 |[5.15 |441 |4.60 [3.61 |3.68 +0.15 +0.19 +0.07
17 |Lithuania 491 |5.08 [435 |454 [3.93 |3.97 +0.17 +0.19 +0.04
18 |Luxembourg |5.87 [6.02 [4.92 |4.97 |4.84 [4.93 +0.15 +0.05 +0.09

Source: Data processed afterSchwab, K. (ed.), The Global Competitiveness Report 2013/2014, 2014/2015,
World Economic Forum, Geneva, pp. 14-16

Table 3 The evolution of the influence from the global competitiveness index
influence factors (continued)

19 |Malta 5.17 5.13 452 |443 14.03 [4.03 -0.04 -0.09] 0.00
20 |[Netherlands |5.89 5.95 5.27 |5.28 |5.36 [5.41 +0.06 +0.01| +0.05
21 |Poland 4.72 4.80 460 |4.64 |3.65 [3.66 +0.08 +0.04| +0.01
22 |Portugal 4.96 5.00 436 |457 |4.06 (419 +0.04 +0.21| +0.13
23 |Romania 4.32 4.48 413 432 (332 |[3.53 +0.16 +0.19| +0.21
24 |Slovak 4.60 4.58 431 (431 |359 |[3.59

Republic -0.02 0.00/ 0.00
25 |[Slovenia 5.06 4.86 414 |4.17 |3.88 [3.88 -0.20 +0.03] 0.00
26 |Spain 5.05 4.98 4.64 |4.67 (414 14.06 -0.07 +0.03| -0.08
27 |Sweden 5.95 5.86 531 [525 |5.46 |[5.38 -0.09 -0.06] -0.08
28 |United 5.48 5.49 545 |551 |5.15 |[5.21

Kingdom +0.01 +0.06| +0.06

Source: Data processed after Schwab, K. (ed.), The Global Competitiveness Report 2013/2014, 2014/2015,
World Economic Forum, Geneva, pp. 14-16

More than half of European Union Member States record an increase in the global
competitiveness index on the account of basic factors influence. The most significant
negative influences of basic factors on the global competitiveness index is registered
by Slovenia (-0.22) and Cyprus (-0.11).

With the exception of six countries (Austria, Cyprus, Finland, Germany, Malta and
Sweden), the other EU countries show a favorable effect of the efficiency on the
index of global competitiveness. The highest intake of efficiency to the increase of
global competitiveness is recorded in Portugal, Romania, Latvia, Lithuania and
Bulgaria. At this chapter lose the most Malta, Cyprus and Germany.

Regarding the influence of innovation, only five countries are distinguished by a
negative impact on the global competitiveness index: Finland, Spain and Sweden (-
0.08) and Austria (-0.01). Romania, Cyprus and Portugal show the highest favorable
effect of innovation (+0.21; +0.19 and respectively +0.13).

The image of ordering EU Member States depending on the size of global
competitiveness index is shown in Figure 2.
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Figure 2 Ranking of the EU countries according to the value of the index
of global competitiveness (2014/2015)

Conclusions

The competitiveness has been and remains a priority in the plan of the scientific
debate, but also a major concern for all world economies. Economic policies and
institutional reforms were accepted as basic tools in redefining quantitative and
qualitative coordinate of recovery through competitiveness and sustainable
performance.

The determinant factors of global competitiveness (traditional factors, efficiency and
innovation) and country-specific macroeconomic indicators (such as GDP per capita)
allow classification of the world economies in different stages of development.
According to the latest WEF report (2014/2015), at European Union level, two of the
27 states (Romania and Bulgaria) fall into stage two (based on efficiency), five fall in
the transition stage from efficiency to innovation (Croatia, Hungary, Latvia,
Lithuania, Poland), the rest of the states (21 in number) fit in the third stage.

As regards global competitiveness index at the bottom of the rank is Greece, Croatia,
Slovakia and Slovenia, where prevails the influence of the first two categories of
factors. At the top of the ranking are the UK, Netherlands, Germany and Finland, for
which the third category of factors exercises a dominant influence (innovation).
Limitations and future directions of research. The research relates only on the
information provided by reports of the World Economic Forum. To overcome this
limit in future research we consider not only the analysis of the information provided
by other papers (sources) but also making projections on the competitive potential of
the EU Member States.
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