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1. Introduction

Currently economists have use the term “competitiveness” in different meanings and aspects.
On one hand, at the macro level, analysts consider the lack of power of competitiveness is due to
problem of determining the real exchange rate. In this sense, competitiveness is measured by the
price indices or relative costs. Also, it is assumed that the main structural elements are fixed, and
are focused only on the short-term macroeconomic policies that affect the relative prices of goods
and services compared to other countries. In contrast, many analysts use a broader concept of
competitiveness that in this sense, the main focus is on the structural factors that affect the long-
term economic performance, and much of their attention has been focused on issues such as
productivity, skills and innovation. In addition to these two views, we can be referred to the third
glance, in this perspective; the concept of competitiveness is analyzed based on both sets of short-
term non-structural variables and long-term structural variables. The recent view is closer to the
reality of the external sector, analysts believe that there's a relationship and interaction between
economic factors -structural and non-structural variables both over the short-and long-run, so the
debate about competitiveness is related to problems to be considered as a function of both
structural and non-structural factors and to achieve greater competitive power that requires
attention to all of the variables over time.

On the other hand, researchers have used the term “competitiveness” at the micro and macro
level. At the micro level, firms compete with each other over resources to produce goods and
allocate a portion of their goods to the market. In this view, competitiveness is calculated by the
respective market share, innovation and growth. Firms are trying to improve their overall
performance in the market by using competitive strategies. The situation is similar at the national
level and countries that are competing in foreign markets can easily measure their level of
competitiveness and plan to increase it. Although the concept of competitiveness is important in all
meanings and aspects, but today the role of competitiveness is more important than other
dimensions and meanings at the macro-level (national competition), with regard to issues such as
intensive privatization, the high rate of technical and technological changes, increase in production
and reproduction of knowledge, market penetration and the phenomenon of globalization.
Therefore, economic policy makers in different countries are trying to provide framework to
increase the efficiency of markets, improve the business environment, enhance the capabilities to
increase competitiveness of produced products in their countries and help to maintain or increase
their share on the international markets by changes in relative prices, structural and technological
changes; promote the production and spread of knowledge; use creativity and innovation in
productive activities, to diversify production and exports, modify and facilitate rules and regulations
to increase production and facilitate trade. Therefore, understanding the factors influencing the
competitiveness of national economies to achieve sustained and stable growth is an undeniable
necessity.

History to investigate the factors affecting the competitiveness goes back to the periods of
classical theories on trade and competition. According to Adam Smith's theory on absolute
advantage, division of labor increases the economic scale and thus leads to increase in
productivity. Hence, the countries with free trade can achieve greater benefits. Ricardo argued that
the technological differences between industries and different countries increases labor
productivity. Hence, the country's labor force has greater efficiency in the production of both goods,
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if the country is specialized in the production of a product and regardless of other goods produced,
it will have a more advantage. According to the neoclassical theory (trade is based on the
Heckscher-Ohlin model and labor and capital as production factors), constant returns to scale and
divisible production factors provide areas for perfect competition.

For this purpose, this article attempts to introduce the most important negative affecting the

competitiveness, that economic policy makers can identify and remove those obstacles, move
more quickly in a way of the development of competitiveness.

2. Competitiveness
From the 16th century onwards, the concept of competitiveness has changed. There are three

views of the competitiveness in three different periods.’

In the 16-18 centuries competitiveness of countries was associated with the balance of trade.
At that time mercantilism theory was popular.? In this period, gold, silver, and trade value were
known as the main capital of a nation. The country was competitive if national gold storage
was growing. According to this view there were barriers to foreign trade in order to encourage
exports and discourage imports of good, in order to keep growing gold reserves. But as soon
as, this was considered inefficient and nation needed a different perspective of national
competitiveness that help to find the cause roots of prosperity.

In the 18-20 centuries national competitiveness was introduced as lower production costs. At
that time this opinion was dominated by classical economists. Classical economy was
associated with the idea that free markets could regulate themselves. Nation, which could
produce goods with lower costs and sell in the international market, got competitive advantage
over other the nations. From classical economics perspective national competitiveness meant
the ability to produce goods and services at lower price than the price of foreign goods is and
the quality is at least at the same level.® To evaluate the national competitiveness, it is
important to measure business productivity and efficiency. However, explaining global
economy by traditional theories is too complex.

With the beginning of the 20th century, there was a disagreement on the low production costs
theory. Keynesian economics determined national competitiveness by new factors and argue
that governments’ economic policy is the factor influencing national competitiveness®. Also,
Vernon (1966) states that production life cycle and innovation are key factors in
competitiveness®. J. Schumpeter (1942) also emphasizes the role of innovation and
entrepreneurship competition. He argues that only the entrepreneurship and innovation are
growth factors®. So, innovation has become the key factor of competitiveness. The modern
view of economics, knowledge is the key factor of competitiveness’. Innovation is extremely
important because it leads to knowledge and knowledge results in increase in
competitiveness. Porter merged together all theories and introduced the Diamond model
where four broad factors of competitiveness and their relations were included: factor
conditions, demand conditions, relating and supporting industries, and company strategy,
structure and rivalry which create the environment in companies which are born and learn how
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to compete." From this perspective, national competitiveness is defined as the nation’s ability

to create environment which helps enterprises innovate faster than foreign competitors do.

Porter emphasizes productivity growth as the focus for national strategies. At the end of the

20th century competitive nation should ensure high quality of life and social welfare: high living

standards, quality education, social security, freedom of choice, and etc.?. High employment
rate is also a feature of national competitiveness.

Competition includes a struggle between individuals, groups, nations or companies at the
national or international level that may be the incentive for correction, improvement of quality of
activities or an increase in sales of goods and services or achieve the desired objectives.

Competition force business firms produce new goods and services to offer to the market,

access to new technologies, gain broader markets and provide the opportunity to consumers have
more choice, have access to more favorable quality products and more suitable prices.
Obviously, in the situations when there is a monopoly or the level of competition is limited or
negligible, consumer welfare may not be increased by improving the quality of goods and services
at their reasonable prices. If competition is not a constructor and is not useful, it may cause the
waste of resources, increase costs and reduce job opportunities.

Countries pursue different policies with regard to competition. Some of them limit space for
competition for foreign firms through the support of the competition in the domestic arena and the
units of production. The term “competitiveness” is one of the powerful expressions that are used by
economists, politicians, and business people in different contexts. Competitiveness is defined at
the level of nations, industries or individual companies. There are different definitions of
competitiveness particularly at the national level, therefore it is necessary to express a clear
concept of what is measured and is described®. Scott (1985) defines national competitiveness as
“the ability of a country to create, manufacture, distribution and monitoring of goods in international
trade along with the increased efficiency of its resources.” *

Buckley (1988) argues that "the competitiveness is included effectiveness (achievement of
targets with the minimum cost) and the ability (having correct goals) and selecting appropriate
goals which are of particular importance in this context. That competitiveness includes both goals
and the equipment to achieve the goals™.

According to Hitt (1995), national competitiveness is production of goods and services that
able to enter the world markets by a country while at the same time, increase the real incomes of
its citizens, or at least prevent its loss.®

3. Issues on Increasing Competitiveness
Anti-competitive activity refers to methods or activities that are used by companies, manufacturers,
or governments to reduce or prevent competition in the market. The most important anti-
competitive activities include:

3-1-Dumping
Dumping in international trade is the sale of goods in a foreign market at prices that is less than the
cost of production or manufacture of goods in the exporting country. So, dumping is a kind
of predatory pricing, in the international trade context. According to the Anti-Dumping and
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Countervailing Measures Agreement of the World Trade Organization (WTO), dumping is an anti-
competitive and an illegal action, and if proven, the importer of the goods is allowed resort to
reprisals, and negates the effects of dumping through additional tariff. The dumping is divided into
three types, which include:
e Continued dumping: Continued dumping can be the result of a domestic monopoly that
desires to maximize its profits by sale of goods at a higher price in the domestic market that
doesn’t make trade restrictions or transportation costs are low and sells it at the lower prices in
foreign markets which is influenced by powerful foreign competitors.
o Destructive dumping: It is the temporary sale of goods in a foreign market at the price lower
that domestic price is or even by selling it at lower price than the cost of production is, to
drive out competitors or destroy a country's domestic industry. After the disappearance of
competitors in mentioned commodity market, the price rises for the profits of monopoly power.
e Random dumping: Random dumping is the random sale of a commodity in foreign market at
the price lower than the domestic market price is to eliminate unanticipated surplus of goods
because this surplus doesn’t reduce the price in the domestic market. Dumping will stop when
the oversupply is sold out.
3-2-Exclusive Dealing
According to this approach, retailer or wholesaler is obliged by contracts to purchase the desired
goods exclusively from a producer or supplier. Creating a monopoly is the counterpoint of
competition. Existence of monopoly in the market is one of the main obstacles for the development
and competitiveness.

3-3-Barriers to Entry to an Industry
The purpose of adopting this approach is creating a barrier to new entry to the market, an industry
and limit competition. This event shows the strengthening of monopoly. As the economic literature
has shown, the free entry and exit to the industry is one of the most important characteristics of the
competitive market and breach of this condition leads to loss of competitiveness.

3-4-Price Fixing
In this method, a number of companies those are active in a particular field are fixed their prices
through collusion with each other, and eliminate competition between themselves. Agreement on
price fixing may be done in various ways;
e Companies agree to buy their needs for raw materials, parts or equipment at a fixed price only
from one supplier
e Companies agree to produce goods with certain standards or limit the amount of granted
credit to purchasers
o Competitors agree that their prices increase at a certain date to the specified value.
o Competing firms reduce their production to a certain scale by colluding each other or refuse
the supply of products to the market at certain time periods to raising prices.
3-5-Refusal to Deal
This is like the previous case; In this case, two or more companies agree together to purchase
from a particular seller or manufacturer. That is an agreement between suppliers: any complicity in
economy leads to the decrease in competitiveness.

3-6-Dividing Territories or Markets
Some large companies have chosen a monopolistic policy in international arena and divide
markets among themselves. In these markets, any company that sells products at prices that they
has set for themselves without facing the competition.

3-7-Tie-In-Sales (Tying)
In this way, seller is willing to sell the commodity that customers need it, provided that the
customers purchase other commodities that they may not need. In most cases, the second product
which isn’t customer's requirement could be purchased at the cheaper price or of better quality in
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other stores. It violates the most basic rights of consumers that are the freedom of choice of goods
in a competitive market.
3-8-Resale Price Maintenance
In this way, manufacturer or first seller determines the selling price of the goods to the buyer, thus
the second seller cannot determine the goods price. These people should supply the goods at the
price approved by factories or companies which product has been purchased from them.
3-9-Coercive Monopoly
By adopting this method, all potential competitors are excluded from entering to the market. In this
way, government grants the point of specific activity to a specific individual or company. In some
cases, governments exclusively produce or provide goods and services, an the other persons or
companies cannot carry out in this field.
3-10- Absorption of a Competitor
In some cases, a large and powerful company by buying shares of a competitor or technology that
is available to competitor provides lead to remove, ant etc. to establish for them a monopoly
position.
3-11- Government Subsidies
Subsidies that government grants to some companies or production units provides these
institutions some certain benefits than other competitors have and they continue their activities
without improving their management manners, productivity and are profitable, and even eliminate
competitors.
3-12- Restrictive Regulations
Regulations that some government agencies have imposed in some cases, leads to a prolongation
of the process. Carrying out these provisions imposes heavy costs on companies. So that small
companies or institutions that are weak in terms of financing and capital, become unable to bear
these costs, and etc.
3-13-Protectionism
Supporting policies (Imposed heavy tariffs, quotas, requirement to obtaining the import or export
certificate, prohibition, etc.) are anticompetitive activities, because in most cases, they support an
inefficient production and the price or quality of their goods are not suitable so they continue their
activities without facing foreign competitors.
3-14-Patent or Copyright Misuse
In this case, a company or a unit of production signing a contract may to gain the rating of a
product from a foreign institution and supply under the license products to the other markets that
are not in the range of the contract (non-compliance with copyright or criteria that are in this
context). In addition to being is an immoral act; it also violates the principles of fair competition. It is
unfair competition with companies that respect the copyrights.
3-15- Cartel
Cartel is a formal or implicit agreement that arise between a company and institution that are active
in a specific field or produce the homogeneous or heterogeneous products, in a way that creates
harmony between production and price.
In the international arena, usually industrial or monopolies cartels are created between
producers or suppliers of products. Forming members of the cartel to protect their interests:
e Stabilize the prices
e Agree on the amount of the total production.
e Determine each member's share of production or market
e Form a common company together with investor for sale
o Set specific quotas for customers.
The main purpose of the cartel is collusion to reduce competition and achieve maximum
profits. In competition legislations of many countries cartels are prohibited , and breaking their
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strength is one of the most important policies in competing national councils and organizations, but
it's not an easy fight against major cartels in a global economy and often many of their activities
has informal nature, and is not reflected in the media or their annual reports.1
3-18-Oligopoly

Oligopoly occurs when a small number of sellers or manufacturers have dominated on a market or
an industry. Market actors (monopolists) are well aware of each other's performance and any
decision to be taken by one of them affects the others’ decision or action. Few companies which
are dominant on the market consider the reactions of other market forces in its strategic planning.
In oligopoly, dominant companies on market or industry mainly use the restrictive trade procedures
and increase prices by restricting member's production quotas or failure to supply the goods on
time. In oligopoly usually one of companies or production units which has a leading position, lead
the other members and determines the amount of production quotas or ceiling price and most of
members obey it.

4. Conclusion
Analysis of competitiveness indicators in countries and comparison of the annual ranking of
competitiveness among countries reveals the capacity, potential and strengths of each country.
Also, it shows the challenges and weaknesses in different parts of the country. In addition to
strengthening the positive factors in the development of competitiveness, to achieve high levels of
competitiveness, it preventing and negative factors must also be identified. In other words, equally
positive factors that can increase their competitiveness, the controlling and elimination of barriers
can increase national competitiveness indicator.
This paper shows that doing the followings are necessary in the development of national
competitiveness:
¢ Prevention of monopoly on the supply or demand side and remove causes of monopolies.
e Encourage and help to create the competitive markets
¢ Remove the government subsidies and access to the real price
¢ Increase the efficiency and effectiveness of government, improving regulation and removing
waste regulations.

' Levenstein, Margaret C. and Valerie Y. Suslow (2005), “The Changing International Status of Export Cartel Exemptions”, American University
International Law Review 20, p. 803.
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UrsnruUuniMe-3ULu 64 LU AULPUSUUTL < hULULLAPLLELR SEULTLUL UGLUNY

unkuuuua uLhutc,ridhoonke
GN< mbumbuwghmmpyu G & unuwjwpdw§ pulnmbn,
wnmbuwqghnmppul mbunpjul wiphnGh wuwhmuGin

{wiwnnunwghp

dbipghlG wwphGbphG dpgniGuynipjul hpdGuiuGnhpp wyG ptdwlbphg b hwdwpynud, nphG pudulwGhG pwn GG
winpununind minbtuwghnnpjul pGugquyunh ghnbGwlwGGtpp: Ujuop wpfuwphnd gqunpuhqughwih mwpwodwGp
qnignGpwg tpypGhpp hGupuwynphGu 9wlptpG GG gqnpownpnud L oquugnpomyd GG wnlw pnnp dhongGtpp omwnbipypuw
ntjulbpmy hptGg nhppl wdpww Gntinte hwdwp' hptGg dpgniGuynipyniGp pupépuglbine GwlGwuuphny: UpgniGuynipjub
dwljuwpnuyh wytih wpuwg pupdpugiwl hwdwp fungplngnunGiph puguwhwymnnuin b npuilg Yypugnuip GnyGpwl Juplnp E,
nppwl wyl qnponGGtph pwgwhwjnnuip, npnGp npujul wqpbgnipynl GG pnnGnd dpgniGuympjub Ypw: {wpyh wnlbiny
wju fulinph YuplnpnipymGp, hnpjuowgpp thnpdty b Gepuywglty wyl qiluwynp fungplnnuGtipp, npnlp hGupuynpnipjniG
sb6 mwhu dpgniGuynipyul wybth pupép dwjupnuyh wybth wpug hwuGh L npnlp £ whup £ JbpugybG wmGuntuwlw b
pwnupwlwlnpntG dpwynnGtph b hpwwGwglnnGtph Ynndhg:

Lwlwh punbp dpgniGw nipym G, dpgnt Guinipjul funsplnmn Ghpp, dpgnt Guinipjwl qundnipynt G, dpguljgnipjnil, QGuqgmd, dklwpGnph,
ojhqnuynjpuu, lumnby:

MPOBNEMbI KOHKYPEHTHOCTU U EE NOBbILWEHUA: TEOPETUYECKUA OYEPK

MAXAMAL AJTU ALLPA®UINOYP

AcnupaHm kagheOpbl SKOHOMUYeCKOU meopuu
OkoHomuyeckozo chakynsmema EIY

AHHOTauuA

I'Ipo6J'|eM3 KOHKypeHTOCFIOCO6HOCTI/I B nocrnegHve rogbl OTHOCUTCA K TOW TemaTuke, K KOTOpOIZ OO0BOJIbHO 4acTo
06paIJ.I,aIOTCF| Yy4€Hbl€ — 3KOHOMUCTbI. CerogHs B MUpe, B CBA3U C yrny6neHmeM rnobanusaumu, CTpaHbl npunaratT BO3-
MOXHbl€ yCUInna 1 UCNosnb3ylT BCE MMelLmMeca cpeactea and ykpenneHua cBonx no3numnn Ha MeXAyHapOoAHbIX PbIHKaX
4yepes MnoBbllleHne cBoen KOHKypeHTOCI'IOCO6HOCTI/I. BbisBneHve I'IpeI'IHTCTBMI;I ana bonee 3ameTHOro poCTa YypOBHA
KOHKypeHTOCI'IOCO6HOCTI/I N UX yCTpaHeHWe TaK Xe BaXHO, KakKk U BbldBllieHNWEe TexX d)aKTOpOB, KOTOpble OKa3blBakOT
NnonoXutesibHoe BO3L4ENCTBME Ha KOHKypeHTOCI'IOCO6HOCTb. YuntbiBas BaXKHOCTb 3TOrO BOMNpocCa, B CTaTbe cAenaHa
nonbITKa NpeacTtaBuUTb Te MMaBHble NMPEenATCTBUA, KOTOPble TOPMO3AT BO3MOXXHOCTU 6bICTp0F0 noctmkeHnst 6onee BbICO-
KOro ypoBHA KOHKypeHTOCI'IOCO6HOCTI/I N KOTOpPbIe OOJDKHbI ObITb yCTpaHeHbl CO CTOPOHbI pa3pa6OTHMKOB 1 NpoBOAHNKOB
3KOHOMWYECKOWN MOSNUTUKN.

Knrouyeenie cnoea: KOHKYPEeHMHOCMb, KOHKYPEeHMHbIe MNMperndamcmeus, UCmopus KOHKYPEeHMHOCMU, KOHKYPeHUUs,
obecyeHusaHue, MOHOINOJIUS, O/TU20I10US, Kapmerb.
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Abstract

In recent years, issue of competitiveness is one of those topics that are highly regarded by economic researchers.
Today with the spread of globalization, countries employ all their efforts and use all their capacities to obtain more
contributions to international markets by improving their capabilities of competitiveness. In order to achieve a faster
development of competitiveness, Identifying and removing barriers is as important as identify the positive affecting
factors on competitiveness. Given the importance of this issue, this article has attempted to introduce the most important
obstacles on development of competitiveness, to assist economic policy makers to identify and remove those obstacles,
move more quickly in a way of development and competitiveness.
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