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Abstract

The competitiveness of a region depends also oraktea its actors
and their development and relations between theraeh and also
outside the region. There are many factors, whiekrehpositive

influence on the regions competitiveness and dsmetare some with
inhibiting effect. In our paper we want to show wisacompetition of

regions and our aim is to determine what preségsompetitiveness
of a region and to specify factors of it.
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1 Introduction

The national economy consists of the economicsanfiqular country’s regions, where the
level achieved by all of regions determines itsneenic level. A principle of a development
of the national economy is, therefore, in the depelent of economy of particular regions
and their competitiveness [1]. The EU is charazéetiby substantial regional diversity in
wealth, and competitiveness conditions differ saiigally across regions. [2, p.12]. Since the
world economics is transformed from a protectioniand control regime to a system, for
which an integration, deregulation and competitesmis distinctive, it is normal that an
attention paid to countries competitiveness is mg@vito a competitiveness between
supranational and subnational regions [3, p.206jour paper, we pay attention just to the
competition of regions and our aim is to determvigat presents the competitiveness of
a region and to specify factors determining it.

2 Regional competition and competitiveness

There are some points of view of competitivenesiiclv could be classified in 2 basic
groups. The first defines the competitiveness fnmmeroeconomic angle as an ability of
companies to fight mutually for a market positiodalients and to achieve higher profit and
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growth in comparison with others. The second gruigws the competitiveness from the

macroeconomic point of view defining it as a contpetness of regions, nations or

territories. The starting point for defining of thempetitiveness of region is a decision what
Is the competition of regions.

Regional competition

If the countries support favourable conditions foeir companies and they support their
strong points at their operation at local and glabarkets, these conditions represent, as
Porter, so called competitive advantage of theonatiexpressed it. The idea of competitive
advantage can be applied similarly to the regidjs As for P.Krugman [4, p.30], who
pointed, that “the idea that a country’s econoroituhes are determined by its success on
world markets is a hypothesis, not a necessarly;teutd as a practical, empirical matter, that
hypothesis is flatly wrong. It is simply not theseathat the world’s leading nations are to any
important degree in economic competition with eattter”, also J.Poot [3, p.206] states that
although it is holding true there is a strong cotitjp& within the conditions of free trade and
globalization, but it applies just to companiest tm regions or nations. It means, that
a competition between regions is not zero-sum g&iaang just only one winner. According
to J. Poot, a competition between regions ,referthe actions of economic agents that are
taken to enhance the standard of living of theimaerritories such as regions, cities or
countries”.

As well as Porter [7, p.31] states that the woddr®mics does not represent zero-sum game,
because many countries may improve their prospeifitthey improve their productivity.
Then, main challenge of economic development ohtrguor region is to create conditions
for fast and sustainable growth of productivity. mentioned Maskell, Eskelinen [6, p.51]
“The capabilities of a region do have a directioefiéct on the efforts of the firms located
there, by supporting and assisting some types ¥ites while hampering or preventing
other”. A relation between microeconomic and micaremic framework of development is
stated by Porter:

Macroeconomic, Political, Legal and Social Contexor Development

Sophistication Quality of the
of Company Microeconomic Business
Operations and Strategy Environment

Microeconomic Foundations of Development

Source: [7, p.31]

Similarly, according to P.Krugman [4, p.31-34] aasido J. Kern [8, p.173], the competition
between companies and regions is not quite comlgar@ompanies enter or leave markets
according to the fact how they are successfulantharket, the regions never. The regions are
not and cannot be forced to leave their territoaewhich they occur and as well as regions
do not appear ex nihilo.



Technical University of KoSice, Faculty of Econonts
2" Central European Conference in Regional Scien€ERS, 2007 —-904 -

On the basis of it it is possible to insist thagrthis main difference between a competition
between companies and regions and it consistseirfatt that companies are fighting and
their performances are at the expense of each athgtrat the competition of regions this
relation is not applying, the regions may improlveitt positions simultaneously, if conditions
are created or used for it.

We presume that despite the basic features of megisuch as an impossibility of their
disappearing or going bankrupt, we think that regiare competing each other at least in
certain spheres or at certain activities, therefeeethink that it makes sense to talk about
a competitiveness of regions.

Regional competitiveness

In the recent years, the significance of a conogémompetitiveness has increased rapidly in
a theoretical level, as well as in an empirical .ohke pioneers in a classification of the
competitiveness concept were Freeman, Lundvall, Rorter, who were the first who have

defined the national competitiveness as an outaafraenation’s ability to innovate in order to

achieve an advantageous position over other naitoine key industrial sectors [9, p.154].

P.Krugman states [4] that a searching for definittd competitiveness is not needed and also
trying to define the competitiveness of a natiomegion is not so simply than defining that of
a corporation. In an interview [6] P.Krugman exgexs “Competitiveness is not a
meaningful term. It’s an illusion that countrie dike corporations, competing with each
other in a market”. Poot’s view [3, p.206] to mwl competitiveness results from
a definition of competition of regions, when he mems, that ,territorial competitiveness is
a measure of a territory’s potential to achievetanable growth rates in the standard of
living of its constituents.”

Similarly Cooke [9, p. 154] defines competitivenegxclining to a definition according
Storper, if he states that competitiveness ,isriefias capability of a sub-national economy
to attract and maintain firms with stable or risingarkets shares in an activity, while
maintaining stable or increasing standards of ¢§\ior those who participate in it“.

E. Farkasova [10, p. 80] states that competitiveniessan ability of economic subjects
(companies, regions and countries) to penetrate pribdducts and services to world markets
and to gain an advantages from this exchange.chimnisept is compatible with state control of
new-type economics, which has began to start altigglobalization deepening.

According to Porter [7] is the most intuitive defion of competitiveness a country’s share of
world markets for its products. In this case ofiniefy of competitiveness it should apply that
one country or one region is making money at theege of the other. Since we have shown
that Porter does not go along with this idea, f@énition of competitiveness is different.
Porter insists that competitiveness means actgatiguctivity. In his further work with Ch.
Keteles [11] UK Competitiveness: Moving to the N&tage he insists that competitiveness
of a nation, country, region has its source int&gons or region’s prosperity. The prosperity
of anation is put by aliving standard, which istetmined by economics productivity,
».measured by the value of goods and services pemtiper unit of the nation’s human, capital
and natural resources. Then, competitiveness isunea by productivity. Productivity allows
a nation to support high wages, a strong curremcly atractive returns to capital, and with
them a high standard of living"“.
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Competitiveness is defined similarly also by the[EC, p.7]: ,Competitiveness is understood
to mean high and rising standards of living of @aiamwith the lowest possible level of

involuntary unemployment, on a sustainable basisd aubsequently it offers a widely
accepted definition of competitiveness as the tghilf an economy to provide its population
with high and rising standards of living and a highel of employment for all those willing

to work on a sustainable basis. The central ingredof competitiveness is productivity
growth. Raising productivity growth in a sustair@bhanner and increasing the rate of
employment over the medium term constitute cruobjectives of the Lisbon strategy.

However, at the same time it is holding true thaimpetitiveness of regions and
competitiveness of companies are interdependertepbions. [9].

Sources and pressumptions of competitiveness

Competitiveness is given, on the one hand, by aidrs determining ability of region to
compete with other regions (drivers) and on theewotbide, by result, which regional
competitiveness has brought (outcomes). On thes basit we distinguish between works
dealing by competitiveness the studies analyzimggoral competitiveness as a cumulative
outcome of factors and the studies dealing by dsieé competitiveness.

Drivers are all those determinatenesses and prasumapof regions, which create an
equipment of a region consisting predominantly rgfastructure facilities, safety, technical
characteristics of region, natural sources, lewel scope of services, number of companies,
qualifiedness and number of labors, number andl leeeducation institution, quality of
public administration, historical framework of regi Outcomes are consequences and results
of competitiveness and it si possible to express rapasure them by regional indicators of
economic development as regional GDP per capi@npioyment rate, average wage and its
comparison with national level, influx of directréagn investments.

For the needs of a determination of regional coitipebess we consider to be suitable to
execute a combination of both of measurements,omgs as well as drivers. The same
standpoint is presented by E. FarkaSova [10, p.ir&i$ting that it is optimal to execute a

measuring of regional competitiveness by both thgsrand on the basis of analysis of results
obtained in this way, the causes of possible lommetitiveness are identified. Those causes
can have a dual nature, there are insufficientcgsuor their insufficient utilization.

A combination of drivers and outcomes of regionaae record by Assets-Outcomes model.
It is possible to see the indicators of competiie®s as 4 contexts: economic context,
environmental context, social context, policy cant®©utcomes are divided into firm-based
and area-based outcomes. The result of compet#szeshould be, according to innovative
approach of Deas and Giordano increased econonucesst for the region, higher
employment levels, jobs growth, a greater numberes¥ businesses, and increased GDP per
capita, increasing living standards for those whe Within the region. [12, p. 193-194]
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Source: [12, p. 194]

The summary of drivers determining competitiveneEgarticular countries and regions is
varied. In 1999 UK government was one of the fiS8tY government, which put
competitiveness at the centre of its economic poéind published UK Competitiveness
Indicators selected with the aim to have strongti@hship with competitiveness and at the
same time to be main drivers of productivity. Alletindicators were arranged under five
productivity drivers: investment, innovation, sgjlenterprise and competitive markets. [13]
The presumptions of competitiveness of region dépem a fact in which segment such
competing is executed, because the region can dg@we presumptions for living conditions
of population, but it need not be attractive one dompanies, what can mean in general
perception that there is low competitiveness. Big tleason, it is needed to understand
competitiveness comprehensively, not only fromgbmt of view of particular segments.

Factors — what makes the region more or less comjp@te?

Defining the factors determining regional compeétiess we proceed from several authors.
According to Porter [7] the sources of competiteesn are 3 types of competitive advantages
(stages of competitive development) classifyingntoas as it follows:

Factor-Driven ' Investment- ' Innovation-

economy Driven economy Driven economy

Source: [7, p-34]
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Factor-driven regions in this way compete by lowstsp thus cheap production factors.
Investment-driven economies compete by advantages fhe economies of scale increase
and productivity improves. The advantage consistsimprovement of efficiency. In
innovation-driven economies new technologies aredgpced mainly tied to producing
innovative products and services. The success dspam innovation. In connection to this
classification of factors of regional competitiveseS.Mueller and M.Kornmeier [24] in their
study about main mistakes of competitiveness pdioté the fact that a focus to low costs as
a competitive advantage, or afactor which inflesnaegional competitiveness, is not
suitable. For example, reduction of price of prdauc factor ,work" results in higher
competitiveness in the given period of time, botrirmedium- or long-term point of view it
implies a decrease of regional quality. At the séime, they pointed out the fact that regional
competitiveness depends on many so-called soforiaduch as cultural openness, legal
system, focus of region to future. Similar also Hes-Liedtke [24, p. 10] describes the
situations, when the competition between terrivodees not always produce positive results.
There is a static price competition, in which tleeynments of different territories attempt to
attract investors through lower salaries, or withhbr subsidies. This competition leads to
produce the winners and losers and has negatigentdes on the results in labour and
environmental standards

According to P. Kresl [24, p. 213] there are 2 agghes of planning the enhancement of the
competitiveness of aregion. The first is quantiatand comparative and the second is
qualitative and subjective and it is focused toarete features of the region. The quantitative
approach insists that regional or urban competiggs is a function of three variables, which
could be considered the indicators of competitigsnegrowth over the period of years,
manufacturing value added, business services dail sales. Manufacturing value added is
quick indicator of growth of investments into humemd fixed capital, the gain of which has
the positive influence to competitiveness. The ttetive approach has the basic advantage,
those indicators, or variables enable the mutualparison of regions.
According to P.Cooke, it is possible to compareamg on various levels by competitiveness
index, which includes alink between macroeconompéformance innovative business
behaviour. Competitiveness index reflects the martmisisting of 3 key input factors
determining region output [24, p. 155-156]

= business density (firms per capita)

= number of knowledge-based businesses (proportibal lousinesses)

= overall economic participation (economic activiges)
Regional and national competitiveness is monitdrngdlefined factors and regional ranking
by many international organizations and researsthitites. Famous are the publication of
World Economic Forum ,Global Competitiveness Repahd as well as The world
Competitiveness Yearbook, which is issued by Ilagitfor Management Development in
Switzerland. Until 1996 the WEF and the IMD pubédra common index, afterwards the two
organizations have modified their methodology iretefently and published separate reports
on competitiveness [20].
The regional factors we can define also by the mpystal model of regional competitiveness,
which seeks to provide a systematic account to ribesdhe basic aspects of improved
competitiveness, where the target of the compehtss is the quality of life standard
measured by regional product, labour productivitg @mployment rate. [20, p.4]:

The pyramidal model of regional competitiveness
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Quality of life Target
Standard of living
Regional Performance
ﬁ ﬁ Basic
categories
Labour Employment
Productivity rate

I f

Research and development

; Development
Infrastructure and Human capital

) . . factors
Foreign direct investment
Small and medium-sized enterprises
Institutions
Social capital
Innovatior Accessibility Work force Economic Structul Succes_s
determinants
Social Structur Decision Centr Enviromen Regional identit

Source: [20, p.4]

According to our opinion the indicators, as well @&sults of competitiveness may be
identified by ,competitiveness factors* term, whjdh general, is divided into static and
dynamic ones or traditional and acquired ones.icSt@ictors are the source of static
competitive advantages of region and they comdront conditions given to the region by its
nature, they are constant, such as region positatoyal wealth, and history. Dynamic factors
are the source of dynamic competitive advantagee@bn; they are not connected with the
concrete region as a result of its geographicavegicy. As E. FarkaSova insists, those factors
may be influenced from the part of companies, aé agefrom the part of regional and state
institutions.

It is possible to anticipate a debate, whether aditipeness results can be at the same time
its factors and whether only drivers are to besi&sl as the factors. We suppose that the
results of regional competitiveness themselves hrdlteence to its development; productivity
and therefore we consider them a factor and davére same time.

The interesting approach is a definition of factofsregional competitiveness as a sum of
urban competitiveness = economic determinantsategfic determinants, where the economic
determinants = factors of production + locatiomfrastructure + economic structure + urban
amenities; strategic determinants = government@ctyeness + urban strategy + public-
privat sector cooperation + institutional flexibfli{17, p.8].

Research company Ecorys Nei has developed bencimgarkethod [28] of quality
measuring of regional investment climate. On thsidaf their study we can state 7 basic
factors determining competitiveness: Clusters, Dgnagghy, migration and place, Enterprise
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milieu and networks, Governance and institutiorsgdacity, Industrial structure, Innovation —
Regional Innovation Systems, Ownership. For aicatibn of main factors of regional
competitiveness was used a model of ,regional comneness hat®, created from the
regional outcomes, outputs, throughputs and rebmorapetitiveness factors.
In the studies concentrated on regional competitgs following factors is specified group of
factors, which we also think ar the most imporfanthe competitiveness of a region:
with the most attention:

= industrial structure

= innovation

= education and universities

= clusters

= demography

= factors of localization

= |ocal policy and government quality

= entrepreneurial environment and inter-firm networks

= foreign direct investments

3 Conclusion

On the basis of factors analysis influencing regiosompetitiveness, we insist that

competitiveness is governable variable consistingany elements, which each of them can
be used for the benefit of competitiveness grokhate of influence to factor depends of
a fact whether there is a static or dynamic redifaztor. Even if theory insists that regions,
towns and nations do not compete each other, wa& that regions are competitors in certain
spheres and then they use arate of political, @oan and social influence to growth of

regional drivers and outcomes. At the same timehiek, that regions competes each other
by their companies and other participants in thgiore Porter [7] insists that “almost

everything matters for competitiveness. The schaoudster, the roads matter, the financial
markets matter, customer sophistication mattergngmmany other aspects of a nation’s
circumstances, many of which are deeply rootednaten’s institutions, people, and culture.
This makes improving competitiveness a speciallehgé, because there is no single policy
or grand step that can create competitiveness, malyy improvements in individual areas.
Improving competitiveness is a marathon, not anspriHow to sustain momentum in

competitiveness improvements over time is amongthatest challenges for the regions.”
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