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Abstract

Purpose: A wide range of approaches to defining, modelling, and measuring international compe-
titiveness can be found in the scholarly literature across various fields of management and economics.
Such number of perspectives enhances scientific research, but confuses public debate. Despite
certain definitional ambiguities, there is a consensus that international competitiveness is a multi-
-faceted concept that should be analysed at different levels of aggregation: company level (micro),
industry/cluster level (mezzo) and national level (macro). This paper addresses international competi-
tiveness at all three levels and tracks the interlinkages between them with the aim to find a common
ground for understanding this economic phenomenon in a systemic perspective: as a complex whole.

Methodology: The paper constitutes an in-depth literature review, forming a basis for a new approach
to categorizing the main perspectives on international competitiveness. A synthesis of the latest
international competitiveness literature sources has been performed in order to categorize the
existing approaches to defining, modelling, and measuring international competitiveness. Following
Chandhuri’s and Ray’s (1997) two-dimensional classification approach (the level of analysis and
the variable), the paper introduces new insights into the existing taxonomy of international com-
petitiveness.

Findings: Based upon the developed taxonomy, the paper offers an interdisciplinary, multi-layered
model of international competitiveness.

Originality: The offered findings enhance the active shaping of modern competitiveness research
directions to support the competitiveness policy on the regional and national level.
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of competitiveness, conceptual framework
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Introduction

In the era of the fourth industrial revolution (Schwab, 2016) accompanied by disappear-
ing trade and investment barriers, the competition amongst companies has intensified
and become borderless (Porter and Rivkin, 2012; Zahra, 1999). A new breed of power-
ful actors — multinational enterprises — entered the global stage (Dunning and Lundan,
2008). Their strategies aim at boosting the levels of international competitiveness to
achieve higher profits at the cost of the companies that have not managed to assume
a position within the new hypercompetitive landscape (D’aveni, 2010). The intensity
of the new age micro-competition can be illustrated by the metaphoric scientific paral-
lels between a firm’s battle to survive in a global, integrated market and an organism’s
struggle for biological existence in the context of environmental transition (Winsor,
1998). It has been stressed that market integration and intensified competitive interac-
tions cause a shakeout of less competitive “locals”, eventually leading to “competitive
exclusion or extinction” (Winsor, Sibeck and Rody, 1996).

This ruthless, zero-sum game in an international business reality has inspired dis-
cussions on the nature of relations on the macro level in the times of globalization,
when some countries, through successful integration of their industrial sectors within
the new global economy, have visibly outperformed others (Baily, 1993; Papadakis,
1994; Porter and Rivkin, 2012; Waheeduzzaman, 2011, p. 111). This is how the issue
of competitiveness of a nation, popularized by Ronald Regan through his Presidential
Commission on Industrial Competitiveness in 1985 (Huggins and Izushi, 2015), has
become a catchy topic of high interest for policy makers and business strategists around
the world (Thompson, 2004, p. 197).

The immense popularity of this concept in politics and media inspired debates amongst
scholars®. On one end of this dispute, P. Krugman, in his trade-related view, has
neglected the very sense of discussing the subject of “competition between nations”
as being against the non-zero-sum game trade theory (Krugman, 1991b; 1996). His
statement has inspired scholars to prove that macro competitiveness is a vivid academic
category, worth further investigation (Cho and Moon, 2008; Dunn, 1994; Martin, 2005)
— particularly relevant in conditions of free movement of production factors (Kojima
and Ozawa, 1985; Siebert, 2000). In this view, competitiveness, as a qualitative category
and a dynamic phenomenon, is understood as an ability to reach developmental goals
in the era of globalisation (Jagielto, 2008; Radlo, 2008; Reinert, 1995).

3 Elaboration on the controversies around the concept of national competitiveness in the academia together with the critical evaluation of
the main points of Krugman'’s critic can be found in Zmuda and Molendowski (2016).
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Arising from controversies, macro competitiveness has developed to be one of the
most broadly covered, yet still not clearly defined research areas of modern interna-
tional economics. Existence of definitional ambiguities has become the reason for
difficulties in grasping the very sense of this phenomenon, causing a lot of confusion
in its modelling and measuring (Berger and Bristow, 2009; Bowen and Moesen, 2007;
Misala, 2011; Olczyk, 2008; Siggel, 2010; Waheeduzzaman and Ryans, 1996) — hence
offering space for further interdisciplinary studies. Despite the existing definitional
ambiguities, there is a consensus that international competitiveness is a multi-faceted
concept that should be analysed at different levels of aggregation (Berger, 2008; Daszkie-
wicz, 2008): company level (micro), industry/cluster level (mezzo) and national level
(macro)*. This paper addresses international competitiveness at all three levels and
tracks the interlinkages between them to develop a new categorization of research
approaches. The ultimate objective of this paper is to find a common ground for under-
standing international competitiveness in a systemic perspective: as a complex whole.
Based upon the developed taxonomy, the paper offers an interdisciplinary, multi-layered
model of international competitiveness.

International Competitiveness:
in search of definitional consensus

A wide variety of approaches for defining and modelling international competitiveness
exists in the scholarly literature across various disciplines: from strategic management
through trade theory and new economic geography to developmental economics.
Scientists study competitiveness through the prism of one of these fields of inquiry
or attempt to connect insights in an eclectic, multidisciplinary manner (e.g. Cho and
Moon, 2008; Martin, 2005). Such a number of perspectives enhances scientific research,
but confuses public debate. In popular discourse, simple analogies between companies,
industries, and nations are drawn, which may lead to misinterpretation of reality and/or
inspire counter-productive policies — the fact famously referred to by P. Krugman (1994)
as a “dangerous obsession”.

In the light of the above, this section discusses the levels of inquiry and groups the
main analytical approaches to competitiveness with the aim to develop a taxonomy
of this economic phenomenon. To achieve this research objective, the paper addresses
competitiveness at micro, mezzo and macro levels, and classifies the sources of inter-

4 Some researchers extend the international competitiveness analysis to the “mega” level, referring to relative performance of trading blocks
and integration groupings within the global economy (Cho, 1998).
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national competitiveness for each of the levels of analysis, distinguishing three types
of variables: the whole economy, industry, and a firm. Following Chandhuri’s and
Ray’s (1997) two-dimensional classification, table 1 offers a new approach to identify-
ing 10 perspectives on competitiveness present in the literature on the subject. The
greatest strength of the two-dimensional classification (the level of analysis-variable)
is reflected in its comprehensive approach to uncovering the nature of international
competitiveness as a multidisciplinary, multidimensional phenomenon. It additionally
enables tracking interlinkages between the categories and thus sets the ground for
developing an international competitiveness model, presented in the second part of
the paper.

The macro level of the international competitiveness analysis, including literature in
categories 1-4, deals with the key issues of growth theory, and departs from the question
of why some countries outperform others.

In category 1, competitiveness, as a broadly understood national ability to grow within
a global economy, is evaluated through a macroeconomic lens in a growth accounting
manner. A wide body of literature in this category deals with modelling of macro-com-
petitiveness, expressed in the GDP per capita terms, with the main determinants
including exchange rates and interest rates (Zorzi and Schnatz, 2010), capital invest-
ment (Landau, 1990), economic freedom (Bujanca and Ulman, 2015) or quality of
institutions (Bienkowski, 2005; Huemer, Scheubel and Walch, 2013). To some researchers,
competitiveness is a function of cheap and abundant labour and/or available resources
(Huggins and Izushi, 2015). Top competitiveness reports, based on complex benchmark-
ing of economy-wide indicators (Global Competitiveness Report by World Economic
Forum and World Competitiveness Yearbook by Institute of Management Development)
emerge from this category (Radto, 2008, p. 6-7). They recapitulate the performance of
individual indicators and combine these indicators into one overall tier to achieve
transparency and comparability across the analysed countries (Ketels, 2016, p. 29).

Over the last years, the macro competitiveness discourse has been enriched by the
socio-environmental aspects — also in the context of the above-mentioned competi-
tiveness reports. Scholars stress the necessity for finding a balance between actions
aimed at boosting national productivity levels, responsible use of natural resources,
and the development of social welfare (Samans, Blanke, Corrigan and Drzeniek, 2015;
Thore and Tarverdyan, 2016). These goals in the “beyond-GDP terms”, together with
the strategies to address them, belong to the main research areas of category 2 in the
“sustainable national competitiveness” discourse. Attempts are made here to model
conditions for sustainable and sustained competitiveness of a nation, based on produc-
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tivity enhancements, environmental conditions, socio-political stability, and human
resources (Doryan, 1993). The improving conditions for each of these competitiveness
dimensions are enabled by institutions which encourage sustainability.

Table 1. 10 approaches to analyse international competitiveness

Analysis
Level

Macro

Mezzo

Micro

Analysis focus

Evaluates
competitiveness
of a national
economy

Evaluates
competitiveness
of industries/
clusters as
platforms

for innovation,
stimulating
national
competitiveness

Evaluates
competitiveness
of firms

as building
blocks

of competitive
clusters

and nations

Variable

Whole
economy

Whole
economy

Industry

Firm

Whole
economy

Industry

Firm

Whole
economy

Industry

Firm

Analysis
Category

1
Macro — Macro

2
Macro — Macro

3
Mezzo — Macro

4
Micro — Macro

5
Macro — Mezzo

6
Mezzo — Mezzo

7
Micro — Mezzo

8
Macro — Micro

9
Mezzo — Micro

10
Micro — Micro

Analytical approach

Competitiveness as the ability of a nation
to grow in GDP terms

Competitiveness as the ability of a nation
to develop sustainably in beyond-GDP terms

Competitiveness of a nation as a sum

of competitive industries/clusters: ability
to increase productivity through innovation,
resulting in structural adjustments
(evolution of RCA towards high-tech
specialization)

Competitiveness of a nation as a cumulative
ability of firms acting within the national
boundaries to compete on global markets
(domestic market share, export
performance)

Territorial factors and institutional factors
shaping the emergence of clusters (new
economic geography; institutional economy)

Sectoral factors shaping the emergence
of clusters (Porter’s Diamond of Competitive
Advantage and its extensions)

Firm-level characteristics, determining
diffusion of knowledge and creation
of innovation within clusters

Political, legal, and socio-economic factors
shaping the ability of a company to achieve
above-average returns

(institutional perspective on business)

Sectoral factors (Porter’s 5) shaping the
ability of a company to achieve above-average
returns (industrial-organization perspective)

Resources and capabilities creating core
competencies as a basis for above-average
returns (resource-based view on a firm)

Source: own elaboration based on two-dimensional classification by Chaudhuri and Ray (1997, p. M—85).
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There is a general consensus that labour productivity, through its impact on produc-
tion processes and production costs (Auzina-Emsina, 2014), constitutes a key factor
influencing the competitiveness of a nation. According to P. Krugman, this is actually
the only meaningful way of discussing competitiveness on the level of a whole economy
(Krugman, 1996). As research points to significant variations in productivity across
region-industries (Gugler, Keller and Tinguely, 2015), considerable attention has been
drawn to the emergence of innovative clusters of related companies and industries
operating within a given location and their importance in shaping national competi-
tiveness (Delgado, Porter and Stern, 2014). In the light of the above, category 3 shows
the research discourse in which macro competitiveness is evaluated through bench-
marking the profitability of industries and/or groups of industries in a national and
cross-national perspective (Johnston and Chinn, 1996). Another group of scholars,
reaching back to the evolutionary economics view, associates industrial ability to
compete with exports specialisation patterns (Castellacci, 2008). In this respect,
national competitiveness is defined as the ability to adjust a given nation’s exports
structure to global trade trends through shifts towards specialisation based on know-
ledge and innovation (Wysokiniska, 2012).

Evolution of productivity and trade structure within various industries starts from
efforts at the level of a single firm. Hence, category 4 analyses national competitiveness
through the prism of cumulated micro-success of internationally competitive companies
acting within national boundaries (Chesnais, 1986). In this perspective, the relative
economic success of a country is reflected in the share of domestic firms in the total
consumption of a particular good or the category of goods (the market). This success
can be evaluated through a domestic market lens (reflected in domestic market shares)
and/or through a global market lens (reflected in the exports volumes of the domestic
competitive firms) (Papadakis, 1994; 1996).

Scholars generally agree that competitiveness of a nation is stimulated by a given
nation’s capabilities to innovate (Atkinson and Ezell, 2012; Castellacci, 2008; Dosi and
Soete, 1991; Fagerberg, 1988; Faucher, 1991; Karodia, Soni, and David, 2014; Pelagidis
and Mitsopoulos, 2014). In the era of increased flows of production factors (including
flows of ideas), the generated innovation does not have to be rooted in efforts of single
domestic companies, but can emerge as an outcome of complex interconnections
between domestic and foreign companies operating within industries of a host economy
(Roper and Hewitt-Dundas, 2015). As multinational enterprises continuously spread
their value chains across locations around the world, destinations with particular
locational advantages emerge (Gugler et al., 2015), creating platforms for increased
levels of cooperation and innovation. In this way, clusters, as geographically concen-
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trated companies within a certain industry and/or group of industries, are born (Del-
gado et al., 2014). Clusters as centres of excellence enable forward, backward, and
horizontal innovation flows (Huggins and Izushi, 2015), providing a basis for the
development of a knowledge-based economy and thus enhancing an upgrade of a host
country within global value networks (Fundeanu and Badele, 2014). Emerging from
the cluster theory, the mezzo level of international competitiveness analyses clusters
as stimulators for national competitiveness through linkages and spillovers of infor-
mation, skills, and technology across firms and industries (Huggins and Izushi, 2015).
As there is a wide spectrum of approaches to understand the factors determining the
emergence of clusters, literature categories 5-7 have been introduced to group them.

Category 5 concentrates on the locational qualities that trigger the emergence of clus-
ters in a new economic geography discourse. In the 1990s, economists led by P. Krug-
man (1991a) “rediscovered” geography as a factor determining trade specialisation
(Tingvall, 2004, p. 667). According to this line of thought, industrial linkages combined
with economies of scale and decreased transportation cost support emergence and
development of clusters (Tingvall, 2004). Reaching to evolutionary economics, spatial
collective learning in a regional context, and “spatial connotation of increasing returns”
has been explained (Boschma and Lambooy, 1999). This observation is of particular
importance for tracking the motives behind the ever-increasing “slicing” of activities
of multinational enterprises in search of the optimum locations for strictly defined
activities pursued along their value chains (Buckley and Ghauri, 2004; Ottaviano and
Puga, 1998; Redding, 2010).

As firm-specific assets become increasingly mobile across the national borders within
the globalised world (Dunning, 1998), locational advantages and lessons from the
economic geography help tracking new developments in international business.

Inspired by studies of economic geographers, M. Porter has developed a comprehensive,
interdisciplinary framework for understanding the reasons for economic success of
countries, embodied in the concept of “competitive advantage of a nation” (Porter,
1990). Over the course of his research, Porter uncovered that the forces determining
national competitiveness are not equally divided but rather “clustered within particu-
lar regions within national economy”. Based on this observation, he developed a dia-
mond model as a set of self-reinforcing conditions for a long-run productivity growth
of companies operating within internationally competitive industries. The systemic
nature of the diamond model focuses on the nature of the business environment,
stressing the importance of horizontal and vertical interconnections between compa-
nies within industries — thus highlighting the importance of clusters (Huggins and
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Izushi, 2015). Porter’s study sets the basis for research in category 6, focusing on
sectoral characteristics that shape the success of companies as part of an internationally
competitive industry/cluster.

In this popular discourse, numerous researchers have focused their attention on
adjusting the diamond model to specific characteristics of respective countries and
developments of a global economy. Dunning stressed the importance of market glo-
balisation and the emergence of value networks for the gain of competitive advantage
of a nation, suggesting recognizing multinational enterprises as an external factor
shaping the national competitive advantage (Dunning, 1993). The growing importance
of internationalisation has been supported by further studies on the diamond, result-
ing in numerous extensions of Porter’s framework (Bellak and Weiss, 1993; Cartwright,
1993; Hodgetts, 1993; Rugman and Verbeke, 1993). The most comprehensive approach
has been proposed by H. Moon, A. Rugman, and A. Verbeke in the concept of the
generalised double diamond. Their model has been applied by numerous researchers
to highlight the growing importance of international interconnections in shaping
competitive advantage of smaller, catching-up economies (Liu and Hsu, 2009; Molen-
dowski and Zmuda, 2013; Postelnicu and Ban, 2010).

It is acknowledged that the emergence of clusters leads to easier flows of ideas amongst
cluster participants, to an accelerated learning process, and to spatial knowledge
creation. Consequently, this notion assumes that clusters and other forms of inter-firm
collaborations may increase firms’ levels of absorptive capacity in the process of coevolu-
tion with their knowledge environment (Lewin and Volberda, 1999; Van den Bosch,
Volberda and de Boer, 1999). Research within category 7 explores the process of
knowledge diffusion and innovation creation in a regional and global perspective,
concentrating on firm-level characteristics. Studies have indicated diverse organisa-
tional determinants of absorptive capacity: the level of prior related knowledge (Cohen
and Levinthal, 1990), organisation forms and combinative capabilities (Runiewicz-War-
dyn, 2012; Van den Bosch et al., 1999), or the importance of micro-interlinkages within
clusters (Fundeanu and Badele, 2014). Evidence shows that an integrated enthusiasm
within a cluster stimulates the learning process amongst participants of a given com-
munity and, together with the emergence of global pipelines of knowledge communi-
cation, creates a set of advantages not available for cluster outsiders (Bathelt, Malmberg
and Maskell, 2004).

The micro level of international competitiveness focuses on firms as building blocks
of industrial and national competitiveness. International competitiveness is understood
here as the ability of an individual firm to achieve and sustain above-average returns
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on global markets. Attaining this goal involves creation of sustainable competitive
advantage against competitors. Competitive advantage stems from the ability of a com-
pany to create value for its customers that exceeds the costs of generating this value
(Porter, 1985). Investigation of sources of micro competitiveness constitutes one of the
most prominent areas of research for strategic management scholars, with three main
theoretical perspectives emerging: institution-based (macro-view within category 8),
industrial-organisation (mezzo-view within category 9), and resource-based perspec-
tive, enriched by the notion of dynamic capabilities (micro-view within category 10).

Companies do not build their competitiveness in a vacuum; they are surrounded by
diverse environmental forces that shape their ability to achieve developmental goals
(Kolasinski, 2012). The higher the level of unpredictability of the external environment
(including conditions in political, legal, and economic spheres), the higher the risk
for companies operating within a certain territory, which results in a lower willingness
to commit oneself to long-term investments. This observation constitutes the basis for
studies within category 8: institution-based view of a firm. Based upon a metaphor of
the “rules of a game”, D. North defines institutions as “humanly devised constraints
that shape human interaction (...) and structure incentives in human exchange, whether
political, social, or economic (North, 1990, p. 3)”. The institutional perspective is rooted
in the transaction costs theory (Williamson, 1981) and assumes that the costs associated
with making an economic exchange of any kind are high in a situation when institu-
tions do not constrain and eliminate opportunistic behaviours of market players. In
consequence, the more solid the institutions, the lower the operational risk and the
higher the trust in business contacts, which directly leads to greater levels of long-
term investments (Wojtyna, 2008), triggering productivity and aiding firms operating
within a given territory to reach their developmental goals.

The literature covering category 9 emphasises the dominant influence of industrial
environment on the company’s ability to achieve above-average returns (Porter, 1981).
The Industrial Organisation (I-O) model assumes that within respective industries,
firms are endowed with similar resources and follow similar strategies. As the resources
are highly mobile across firms, managers are expected to identify an industry with
the highest potential for above-average returns through an analysis of its structural
characteristics. In the most popular analytical discourse, attractiveness of an industry
is evaluated through the prism of five forces: bargaining power of buyers, bargaining
power of suppliers, competitive rivalry, market entry barriers, and product substitutes
(Porter, 1980). As the Industrial-Organisation perspective occupies a prominent place
within the strategic management research, diverse approaches to conceptualise industrial
environment exist, with numerous studies revealing how an industry’s characteristics
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influence the profitability of firms operating therein (Dess, Ireland and Hitt, 1990;
McGahan and Porter, 1997; Sharp, Bergh and Li, 2013).

More recently, the debate on the sources of performance differences between compa-
nies has been enriched with the resource-based view. This perspective, with research
classified within category 10, argues that a firm’s profitability is determined by its
unique resources, capabilities, and organisational processes (Barney, 1986; Conner,
1991; Mahoney and Pandian, 1992; Wernerfelt, 1984). It stresses that firms may start
out as homogenous entities, but as they grow, they develop distinct bundles of tangible
and intangible resources that constitute the basis for their above-average returns
(Rumelt, 1997; Wernerfelt, 1995). These valuable and rare bundles of resources and
skills are embodied in the core competencies: “collective learning in the organisation,
especially how to coordinate diverse production skills and integrate multiple streams
of technologies” (Prahalad and Hamel, 1990, p. 81). The concept of core competencies
provides a theoretical basis for the strategic actions aimed at reaching corporate develop-
mental goals (increasing long-term-profitability): outsourcing of non-core activities or
diversification to new markets/lines of business through transfer of core competencies.

Systemic International Competitiveness

On the basis of the overview of interdisciplinary approaches for defining international
competitiveness and suggested taxonomy, this section aims at introducing a compre-
hensive model of international competitiveness. To grasp the very sense of the notion
of “systemic competitiveness”, the section opens with reaching back to the roots of
micro competition in the theory of strategic management and extends it further to
mezzo and macro levels in an attempt to develop a complex view, indicating that that
macro competitiveness is not only a sum of its micro and mezzo parts, but also a com-
plex system of the interconnections among them.

Origins of the competitiveness concept can be traced back to the theory of strategic
management and the notion of competitive advantage, widely promoted by Michael
E. Porter in his ground-breaking book Competitive Advantage (1985). As stated by the
author, “competitive advantage is at the heart of a firm’s performance in the competi-
tive markets”, and is determined by the appropriateness of the activities contributing
to the company’s performance (Porter, 1985, p. 1-2). Competitive advantage grows
from the firm’s ability to compete as a result of implementation of the said strategies,
which the firm’s competitors are unable to duplicate or find too costly to imitate. G.D. Flint,
in his efforts aimed at grasping the sense of “sustainable competitive advantage,
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stresses its “reference to a contest which results in an achieved goal consisting of some
form of superior reward, be it financial or non-financial in nature” (2000, p. 123).

This exact logic has been applied in this paper. International competitiveness, rooted
in strategic perspective, has been defined as the ability of a “subject” (economic agent)
to pursue and attain its developmental goals. In the context of systemic competitiveness,
this will mean that competitiveness of a system is enabled by bundled, self-reinforc-
ing abilities. Such understanding of competitiveness “as set of abilities” can be traced
back e.g. to the works by H. Trabold (1995) and Relijan, Hinrikus and Ivanov (2000).

At each of the aggregation levels of international competitiveness (micro, mezzo, and
macro) the goals differ. The goal of the company is to achieve above-average returns
on international markets through the ability to offer products that competitors find
too costly to imitate (cost-leadership strategies) or impossible to duplicate (differenti-
ation strategies) (Porter, 1985). Sectoral/industrial competitiveness is associated with
the ability of industries to compete with their foreign counterparts (Castellacci, 2008),
and can be reflected in growing shares of domestic industries in the world exports
(Cohen and Zysman, 1988), and through increasing the levels of technological advance-
ments and productivity (Castellacci, 2008). The ultimate goal of a competitive economy
is to grow and produce high and sustained living standards for citizens (Porter, 1990;
Porter and Rivkin, 2012), additionally stimulated by efforts to increase attractiveness
of a given location for mobile (both domestic as foreign) factors of production.

Such approach in analysing competitiveness implies an “existence of an active economic
agent (a “subject” of economic process) that makes choices, defines strategies, and seeks
to control variables” (Chesnais, 1991, p. 144). At the company level, there are no greater
concerns about this logic, embodying the agent in the person of a strategic manager.
However, moving to the mezzo and macro levels of national economy, the ability to achieve
goals implies active involvement of governments, manifested by industrial and techno-
logical policies. F. Chesnais (1991, p. 144-145) stresses that this depends on the ability
to establish cooperative agreements between the state and the business world: leading
to a win-win situation from all three perspectives: of a company, a given industry, and
a state. As the goals of economic agents at each of the levels are not mutually exclusive,
international competitiveness constitutes a multidimensional phenomenon.

Following this logic, in the competitiveness model suggested in Figure 1, international
competitiveness is evaluated from different perspectives as “a cause, an outcome and
a means of achieving” respective goals (Waheeduzzaman and Ryans, 1996, p. 20). The
competitiveness sphere (“onion”) encompasses all ten, self-enforcing and mutually
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influencing dimensions of competitiveness, as discussed in the first section of the paper.
The analytical categories attributed to each of the aggregation levels have been marked
in colours (black for macro, white for mezzo, and grey for micro). The categories are
covered in Figure 1.

Figure 1. “Competitiveness Onion”: A multi-layered model of international competitiveness
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Competitiveness of a nation
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The metaphor of an onion means that competitiveness is a multi-dimensional pheno-
menon, encompassing three aggregation layers: micro (firm), mezzo (industry/cluster),
and macro (whole economy). In a systemic perspective, the interconnected layers of
competitiveness create a complex whole — a competitiveness sphere. Agents at each
of the aggregation levels have their respective goals which are pursued and met in
a form of cumulative efforts that shift the systemic competitiveness into a higher level,
enabling the economy to develop further.

The macro layer of the competitiveness onion illustrates the national ability to grow/
develop sustainably and is understood as a sum of competitive industries/clusters
with their joint capacities to increase productivity through innovation (“ability to
grow/develop sustainably”). Cumulative shifts in productivity within industries stim-
ulate evolution of trade specialization and result in structural adjustments (“ability
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to adjust”). Internationally competitive industries/clusters are made up of firms able
to compete on global markets (“ability to sell”).

The systemic character of the model shows that agents do not reach their goals in
isolation. The onion is made of cumulative efforts at each of the aggregation levels
(bottom-up dependencies: research categories 3 and 4). Furthermore, each of the layers
constitutes a powerful determinant of competitiveness, achieved at the remaining
levels of aggregation (top-down determinants: research categories 5, 8, and 9; bottom-up
determinants: research category 7).

Conclusions and implications

International competitiveness constitutes one of the most frequently discussed topics
in modern research within the fields of business and economics. Such a popularity
causes definitional chaos and makes it difficult to grasp the very sense of this complex
phenomenon.

In the first section of the paper, the arguments in question have been catalogued with
the aim to develop a taxonomy for navigating amongst the existing approaches to
define international competitiveness. Following the classification developed by Chaud-
huri and S. Ray (1997), the paper has addressed competitiveness at the micro (firm),
mezzo (industry/cluster), and macro (economy) level, grouping the sources of interna-
tional competitiveness for each of the analysis dimensions, and distinguishing three
types of variables: the whole economy, an industry, and a firm.

The suggested taxonomy creates a basis for developing a multi-layered model of self-
-enforcing interconnections between micro, mezzo, and macro dimensions of interna-
tional competitiveness to grasp the systemic characteristics of this phenomenon. It
has been stressed that as none of the competitiveness layers should be evaluated in
isolation, markets and states must reinforce one another for sustained systemic com-
petitive performance. The key role of regional and national institutions is to design
rules supportive of the development of innovative clusters, encompassing internationally
competitive companies. Such joint efforts lead to the evolution of the competitiveness
of a whole economy.

To support this point, Ireland and Singapore can be seen as prime examples of such
a “programmed” approach to strategic building of international competitiveness in
a systemic perspective. Both “tigers”, as poster children of successful convergence,
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are often referred to as benchmarks for other catching-up economies striving to improve
their competitive position within the global network of interconnections (Zmuda,
20164, 2016b). Their success is based on the concept of developmental state (Caldentey,
2008; Chong, 2007; Huff, 1999; Khondker, 2008; O Riain, 2000), in which a national
growth path is strategically designed and carefully followed. An important cornerstone
of this strategy assumes selecting “industries of the future” and, consequently, devel-
oping them according to a given strategic plan and industrial policy. In order to achieve
developmental goals, national agencies have targeted the interest of international top
players from selected industries, creating favourable conditions for investments. Their
efforts have been reflected in a consistently high performance attained by both coun-
tries for years as documented in the rankings of “doing business” and “economic
freedom” by The Heritage Foundation (2008; 2016; 2017). As a result, innovative clusters
were created in both of the countries under analysis®, which triggered inflows of other
established global players as well as creation of innovative start-ups. Starting from
micro successes, competitive industries have emerged from scratch. This is how both
countries managed to gradually shift exports structure towards specialization in the
area of high-technology products, which enabled their socio-economic upgrade and
placed them among the most competitive economies in the world®. In order to stay
attractive for high-tech investments, both governments have laid emphasis on continual
strengthening of their global image of high-tech hubs through high expenditures into
R&D (Huff, 1999).

The outcomes of the analysis presented in this paper are of importance to shaping the
modern competitiveness research directions actively, and supportive to the implemen-
tation of competitiveness policy on both the regional and national level. In the light
of the rising environmental and social tensions in particular, the role of institutions has
to be strengthened in the effort to build sustainable competitiveness. Future research
should thus concentrate on the best-case examples for strategic building of systemic
sustainable competitiveness and investigation into policies endorsing strengthening
of the economic growth of nations without their social and economic degradation.

5 Singapore is home to one of the most prominent bio-tech and life-science clusters in the world (Pereira, 2006; Waldby, 2009), whereas
Ireland created strong clusters in: pharmaceuticals (0'Clery, 2016; Van Egeraat, 2006; Van Egeraat and Barry, 2009), software and ICT (Barry,
Panizza and Bogdanowicz, 2013; Gleeson, Ruane and Sutherland, 2005; Gleeson et al., 2005; Green, 2000; Porter, 2013).

6 Analysis of the strategic building of competitiveness in Singapore and Ireland in Zmuda (2016a; 2016b).
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