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The changes of production factors priorities affect more and more the evolution of global
economy, requiring reorientation of development policies both at company level and at
national economies level to adapt to the phenomenon called: “the new economy” or
“knowledge economy”. If for classical economy the ability to compete - competitiveness-
depends largely on the quantity or the amount of production factors, at the present, has gained
importance the efficiency of their use. The idea of making this article appeared both from the
necessity of a systematic research to approach the Romanian competitive environment and the
desire to stoop to this important conference theme. We can certainly say that the actual
business environment is characterized by a particularly dynamic due to changes that occur
within it, especially under the impact of technical and scientific revolution which brought to
the fore the knowledge as an essential element of achieving a high competitiveness. It is
intended that the proposed theme of this article to have an economic importance for the actual
information and adequacy of the current economy in Romania.
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1. Introduction

In the competitiveness problem which we will address in this article, under the aspect of the
triad competition- competitiveness- competitive advantage, we will stop for the beginning to identify
differentiation and interactions elements for microeconomic, macroeconomic and global level. We can
underline that, at microeconomic level, the competitiveness of a company, industry, region, country
can be analyzed as statistical aspect: the market share, profitability, but also as dynamic aspect: the
ability of an enterprise to achieve long-term performance in a competitive economic environment. At
macroeconomic level, competitiveness of a country is seen as the ability of the country to obtain a long-
term economic growth so the economic structure of the country to efficiently adapt to the development
of world trade.

Research of competitiveness phenomenon enjoys an interest sustained both to national and
international level, starting from the classic theories of competitiveness: the theory of absolute
advantage made by Adam Smith, the theory of comparative advantage by David Ricardo, the theory of
endowment with Heckscher-Ohlin-Samuelson production factors, ending with the theory of
competitive absolute advantage by Michael Porter.

The multitude of politic debates, more extensive in Romania, about the importance of
“international competitiveness”, do nothing more than to get us away, maybe because of unpopular
measures that may increase the economic competitiveness, to simple discussions without any clearly
valorization in economic practice , at micro level (the level of enterprises).

The new element that influence the XXIst century on micro, macro and global level is the
increase of internal and international competition as a result of globalization phenomenon of economy,
rapid technological changes, especially in the area of IT and telecommunications, progressive
liberalization of international trade etc.

The competition may have an important part of strategic universe of an enterprise, consisting
in trading partners, competitors (actual and potential) and their products. Definition and analysis of
company's competition, contribute to establish the strategic responses of the company necessary to
meet its external environment constrains, foreshadowing the needed effort to adapt that company to
the structural changes of the environment , such as the efforts to proper positioning reporting to
competitors. From strategic point of view, the interest of those who analysis internal and external
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environment of the company focuses on the actual level of competitors forces, because they largely
contribute to the sector attractiveness and competition levers possible to use. Therefore, the decision
to enter or to exit from a particularly sector is founded, and the influence of conjectural factors will
continue to be monitored.

2. Competitive development of Romanian economy

In the present the business environment needs a direct and transparent dialogue with the
authorities of the state that have responsibilities in this sector, to find the most appropriate ways for
Romanian companies, with local or foreign capital, to handle with the competitive pressure of EU
market and the global economic crisis that apparently won't end soon, as it began to happen in
developed countries.

In this sense, we can say if we refer only to internal business environment that Romania is the
52nd country in top Forbes The Best Countries For Business in 2011 recording low scores to the criteria
regarding bureaucracy, free trade and tax level for corporations, while the monetary liberalization,
property protection, innovation, corruption and IT recording better scores.

To be competitive for a country means to be free from constrains and to control more the
evolution of industries where it compete. The fight between the companies is to gain market power.

Keeping market position gained by a company, business survival and viability mean to clearly
define the place that the company has in the economic sector to which it belongs, on national and
international level, and the strategy that it will take.

Now, the competitiveness of Romania is mainly based on low costs of labor resources and
some raw materials and mainly occurs in sectors with relatively low added values. This type of
competitiveness is characteristic to countries with a lower level of economic development. At the same
time, if we take in consideration the increase of prices on internal market, the external opening of the
country, the intensively migration of population and the abundance of cheap labor resources of a state,
our comparative advantages determined by low costs will erode more and more, and technologic gap
with developed countries could become worst. The competitiveness based on efficiency and quality
will be the main sources of sustainable economic growth and development and improve the living
standards for its citizens.

This is the reason for which we choose to make an analysis of conditions regarding economic
environment and level of Romania competitiveness in relation to the EU, by presenting the
correlations between competitiveness indicators, based on methodology used in Eurostat.

We all understand that Romanian competitiveness depends on the ability of its industry to
innovate and to increase the capacity to develop due to labor market pressures and permanent
changes (Porter, 1993). Given the complexity of the competitiveness concept, we can’t spoke about a
unitary methodology to evaluate it. Trying to summarize evaluation and monitoring methods, they can
be reduced to: inventory analysis, using composite indicates for multi-criteria analyses (including
scoreboard), statistical and econometric methods (modeling). To analyses the national
competitiveness we need a multidimensional, multi-criteria approach, continuing with an approach
based on large groups of indicators relevant for some areas/influenced factors of competitiveness,
such as the model World Economic Forum (WEF).

This model is focused on the economic growth issues, underlining the determining factors
though two synthetic indicators: Growth Competitiveness Index (GCI) and Business Competitiveness
Index. To make this methodological analyses (the database is The Global Competitiveness Report
2012-2013), GCI has a simple structure based on 12 pillars (essential factors for increasing the
productivity and competitiveness), each of them having more components and indicators.

Regarding the literature there is a series of limitations to the calculation methodology of such
competitiveness indicators to assure the comparability on international level and to be quantified (eg.:
quality of education, level of innovation). Professor Sanyaja Lall critically analyzes the theory of Porter,
which is the theoretical support of actual competitiveness index, showing its weakness which
translates it.

But, recent developments in economic scientific research, the growing importance of
international dimension, but also the number of countries included in evaluation (144 for 2012-2013)
are necessary to update the methodology, reaching today to 12 pillars organized into three elements:
economy driven by factors, by efficiency and by innovation.

Today, the outlook for global economy is weak again because the global growth remains at a
historical minimum for the second consecutive year, for the year 2012-2013 confirming the belief that
the global economy is troubled by a slow and weak recovery. As in previous years, the growth remains
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unequally distributed, emerging and develop countries having a faster growth than the advanced
economies.

Recent developments, such as the danger of a housing whirlpool in China, would start a decline
of world trade, as volatile capital from emergent countries would derail having a long impact on world
economy. We observe how decision factors over the world are without solutions considering the high
unemployment rate and social conditions in their countries. High levels of public debt paired with a
small increase are insufficient for competitiveness, while politics of some European countries have
raised concerns for the financial markets, regarding the sovereignty and viability of euro.

Taking in consideration the complexity and the poor situation, European countries especially
faced with the difficulty of taking some economic, management decisions which can appear as a social
and politic challenge for any economy.
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Figurel. The Global Competitiveness Index 2012-2013 rankings
Source: The Global Competitiveness Report 2012-2013, p. 13

From the 144 analyzed economies, we observe that Romania ranks 78 at a distance large
enough even to Bulgaria which ranks 62.

For a country to become competitive, needs to growth the productivity and the wages which
will inevitably lead to a development of all branches. This efficiency will push countries to move their
efficiency towards increased products quality because the growth of wages shouldn't lead to an
increase in prices. Companies compete on prices and they want to sell basic products or goods with a
low productivity reflected in low wages. Maintaining the competitiveness at this stage of development,
first of all involves proper functioning of public power with private institutions (pillar 1), developing
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better infrastructure (pillar 2), a stable macroeconomic environment (pillar 3) and also a healthy
workforce (pillar 4).
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Figure2. Measuring Competitiveness: factor - driven - Basic Requirements
Source: The Global Competitiveness Report 2012-2013, p.16-17

In terms of measuring competitiveness, for the factor-driven-, we can observe that Romania
ranks 90 regarding the basic requirements to assure the competitiveness, while Bulgaria ranks 65,
Hungary ranks 55, and Ukraine 79. This image of Romanian economic competitiveness ability to
contemporary challenges reveals the evidences of our country at European level. The gap between
Romania and EU countries continue to be extremely high. If some countries have made important
efforts to reduce the gaps which divide them from EU average, Romania remained on the spot.
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Figure3. Measuring Competitiveness, pillar 1, 2, 3, 4: factor - driven - Rank
Source: The Global Competitiveness Report 2012-2013, p.16-17

Regarding the first four pillars, they should cause a big concern both at policy makers and
certain sectors such as healthy and primary education, where Romania ranks 83, or in terms of
infrastructure ranks 97, and the institutions which ranks 116 maybe because of the events in the past
year and the state institutions which were involved in various political struggles (the recent case of
privatization of Oltchim Valcea is an good example). Neither economic environment on macro level
doesn’t help the Romanian economy to overcome this crisis period that expends and deepens from a
day to another.

The prosperity of a nation requires competitiveness on international markets and obtaining
and maintaining the competitive advantages should become a priority for Romania.

Resolving the problems regarding the position on European market in terms of factor-driven-
needs -excepting infrastructure and healthy- important amounts of money, but requires long periods
of time to have a solution.

Romania’s international competitiveness eroded also because of excessive appreciation of
Romanian currency (leu) which should adjust because we cannot afford a nominal appreciation.

The most important resource for a company is the man, so the rigorous recruiting, motivating
and training the team should represent the mainly concerns for managers.

There must look for people with a high level of adaptability and interested to be aware of all
information about national and international market, because an informed man is the one who can
take clear decisions in any moment, on short, medium or long term.

The factor which will affect in the future too the companies activity both by speed and size will
be the change. In this context, the successful companies will the companies which will have flexibility
and the ability to adapt quickly to changes. Moreover, smart organizations are the ones which can
manage the change, so the contribution of informational services shouldn't be underestimate.
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Figure4. Measuring Competitiveness, pillar 1, 2, 3, 4: factor - driven - Rank score
Source: The Global Competitiveness Report 2012-2013, p.16-17

As a result of rapid changes in European business, management should identify the
opportunities and redesign the products to meet customer requirements, to identify new customers, to
solve quality problems, to reduce waiting, optimize resources and to face with the environment, and
parallel the state institutions should create a credibility to investors and to invest in infrastructure, the
thing that any investor wants.

In the present, competitiveness is increasingly influenced by higher education and
professional training (pillar 5), markets efficiency (pillar 6), proper functioning of workforce market
(pillar 7), developing financial markets (pillar 8), the ability to exploit the benefits of existing
technologies (pillar 9) and also expanding companies on internal and external market (pillar 10).

By motivating staff, pillar 5, where Romania ranks 59, we cannot identify the importance of
providing services and products to customers in an environment in which the long term employment
is not guaranteed. It is no less significant that Romania ranks 113 regarding the efficiency of good
markets while the best functioning of workforce market ranks 104.

Is good to know that the attempts of most companies are moving towards to satisfy the
customer needs, so the saying “our client our lord”, because even at this level Romania ranks 43 by
expanding companies on internal or external market. This is an important thing for the companies’
existence and development but if a company wants to become a future leader and not only to maintain
the position in the field, it must not take in consideration only the customer needs. It must propose to
the clients new products, and not to ask them what kind of products they want, because they don’t
know what can be new, but following its researches should know. Companies that want to become the
first ones must know how to anticipate customers’ needs even before them realized.
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How many people were interested in mobiles, faxes, cd-players, video mobiles, ATM's, multi-
valve engines, etc. 15-20 years ago, and now most of us become addicted to them. Thus from the three
types of existing companies: companies which tries to lead the customers in a wrong direction,
companies that listen to their customers and try to satisfy their needs and companies that lead their
customers to the right direction but they wasn't aware of it yet, only the lasts fall in the category of
those which will be the most competitive. Companies which create the future, which will be future
leaders mot only satisfy their customers’ needs but try to continuously surprised them.
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Source: The Global Competitiveness Report 2012-2013, p.17-18
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Finally, as countries want to move into the innovation-driven level, the growth of wages can
assure another standard of living, but only in the case that companies can compete with us and/or
unique products, services, models and processes. At this stage, companies must compete by producing
new and different goods through new technologies (pillar 12) and/or production processes or the
most sophisticated business models (pillar 11).
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Figure8. Measuring Competitiveness: innovation-driven - Innovation and sophistication factors
Sources: The Global Competitiveness Report 2012-2013, p.20

The next period will be characterized by intensification of competitiveness and adaptation to
new business environment mainly based on innovation, including factors which will onset
competitiveness and business growth in the next two years:

- Lows and regulations outlining by state which can action as “engine or break” for the

companies’ commitment to competitiveness;

- Companies that have adapted to crisis are proactive and available to sell only those who

are ready to pay. Expansion on other markets is another alternative, when clients are not
willing to spend the same amount and we cannot spoke about intensive sales.
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Figure9. Measuring Competitiveness, pillar 11, 12: innovation-driven - Rank
Source: The Global Competitiveness Report 2012-2013, p.20

Competitiveness is determined by the promotional budget, the ability of innovation, the
results of sales team and how fast the brand internalization is done. It is necessary strengthening links
between productive companies and research institutes and efficiently using the results of cooperation,
direct support of companies to develop their technological research- innovation skills and creating
new products with high added value as being a priority.
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Figure19. Measuring Competitiveness, pillar 11, 12: innovation-driven - Rank score

Source: The Global Competitiveness Report 2012-2013, p.20
3. Conclusions
A trade policy that would be good for Romania, taking in consideration the information offered
by Eurostat, in the actual world context, is represented just by the improving of business environment

so to promote the entry of technologies capable to enhancing the productivity in operating sectors and
to allow the development of innovating activities generating high competitiveness.
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Figure20. Factors that make our country not being favorable to business

Comparative advantage held until recently by Romania in the field of labor resources will
decrease more and more because of job offer, amid continuously migration to other EU states (a good
example of this is that of doctors and the healthy system of Romania), because of economic recession
from our country which determine the decrease of living standards and increase the desire of
Romanian people to emigrate. The growth of competitiveness will be possible only on the side of fixed
capital factor production, by increasing the technological level and continuing with the investment
process, but first on the side of technic progress by positive effects from rising research-development
and innovation activity.

More Romanian companies are directly influenced by a number of changes which take place in
the environment in terms of production technologies, legal regulations, being under the impact of
increased competition, both internal and external.

To meet the changes that permanently occur in the environment, companies must provide a
transformation of the mission and strategy to adequate answer to future business conditions.

For Romanian companies to operate and succeed on international markets must resolved
three groups of key issues: knowing the way of organization and operation of a company on
international market, structural and financial training of a company to operate on international market
and optimal solution of problems raised by company's management operating on international market.

The conclusion of tour study is the necessity of political changes in the area of external trade,
taxation, financial resources, research-development, and innovation.

Bibliography

1. Porter M. The competitive advantage of Nations, New York: The Free Press, 1993.
2. The Global Competitiveness Report 2012-2013.

236



