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Abstract

The paper studies the existing correlation between competitiveness, innovation and human
resource knowledge by addressing the issue on how the last two factors influence the process of
competitiveness development. The paper analyzes the meaning of the concept of competitiveness
and how the development level of country’s competitiveness depends on the innovation, business
environment, qualification and knowledge of human resources supported by favorable government
policies for the society in general. The author used the following research methods: observation,
document analysis and analysis of the quantitative and qualitative data. The conclusion is that the
key factor to increase the competitiveness consists in the implementation degree of knowledge,
innovation and technology by the economic agents.
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At present, the world economy is becoming increasingly sophisticated and globalized, this
fact attracts permanent progression of the nations in terms of their competitive advantage. The
competitveness becomes a determining factor for permanent and efficient modernization of the
entrepreneurial sector, because that strengthens the competitiveness of these actors with lucrative
purpose at local, regional or/and international level.

Jan Fagerberg, professor at the University of Oslo, published extensively in regard with
relationship between innovation, transfer of technology, competitiveness and growth [1] states that
competitiveness ,,is not a concept invented by theorists, but by practitioners involved in policy
making”. The concept of competitiveness enables to compare the already made performance and
the potential for future growth [2]. Generally, competitiveness represents a favourable
environment for enterprises activity or vice versa, as the enterprises are those that create value and
provide the nation with power to deal with national and international competition.

Before the advent of modern approaches to theories regarding international trade, which is
the catalyst of increasing competitiveness level, the evolution of these theories has passed through
several stages, starting with the paradigm of competitive forces, based on the acquisition of
resources and factors of production up to the competitiveness based on knowledge and innovation.
This evolution has occurred because classical theories of competition developed by Adam Smith,
David Ricardo, John Mill, John Keynes, Joan Robinson, Joseph Schumpeter, Paul Heyne,
Friedrich Hayek, Frank Knight became obsolete and they were not able to offer solutions to the
newly rising problems [6]. Based on this finding, the occurence of modern theories on
competitiveness was a foreseeable and necessary stage. Currently, one of the most popular theories
1s Michael Porter’s model [7], which reflects a new trend in the economic thinking.
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Modern methodology and concept based on Porter’s model was taken and further developed
by the prestigious international institution the World Economic Forum (WEF). It should be
mentioned that currently, according to WEF methodology, the position of a country based on its
Global Competitiveness Index is calculated depending on 110 indicators grouped into 12 ,,pillars”
of competitiveness, four of which are basic factors, six - factors increasing the knowledge and two
- innovation factors. In order to have a better understanding of the correlation between the key
indicators necessary to calculate the economic competitiveness and to improve employment
opportunities and long-term welfare of nations, the report of global competitiveness is presented
annually since 1979 [9]. European Institute of Business Administration (INSEAD) and World
Intellectual Property Organization (WIPO) make their contribution completing this report with
relevant indicators on innovation.

Global Competitiveness Index is based on a number of key components: factors of
production (factor-driven) - stage I, knowledge factors based on investment (knowledge-driven) -
stage 2 and factors of innovation (innovation-driven) - stage 3.

Stage I: Competitiveness based on the factors of production — “‘factor-driven”. At this stage,
the use of primary sources predominates: unskilled or low-skilled labour, natural resources and
climate conditions. The competitive advantage is due, in particular, to low-priced raw material.
The products are less sophisticated or complex, labour intensive and low value-added. The imports
and foreign direct investment prevail. The used technologies are simple and inexpensive. At this
first stage, the competitiveness is provided by identifying those factors that would ensure a
regulatory and quantitative knowledge, offering a basis for further development, that’s why the
existence of infrastructure, health insurance and insurance of primary education in the society as
well as elaboration of development policies are essential [5,8,10].

Stage Il: Competitiveness determined by knowledge factors based on investments —
“knowledge-driven”. At this stage production is already more qualitative and the products are
more attractive to customers. The competitive advantage is related to higher education and
continuous training as well as to the ability to benefit from the available technologies and access
to new technologies [5,8,10].

Stage I1l: Competitiveness based on innovation — , innovation-driven”. This stage is
characterized by practical implementation of complex processes requiring extensive knowledge in
order to obtain new, highly qualitative and innovative products. This competitiveness is achieved
through the development and sale of new technologies and innovative products. In order to pass
to this stage, one should identify those factors that contribute to the improvement of existing
technologies and assimiation of new technologies and knowledge, and also improve interaction
between different institutions of the national economy, such as: higher education institutions, R &
D institutes, government, entrepreneurial sector and non-governmental organizations. The
existence of such premises should generate innovation and creative processes that can be
transferred to the production process with the purpose of obtaining new products and technologies
that would enhance the competitive advantage of the entrepreneurial setor. Each country chooses
its target stage according to its available resources and factors that can best contribute to enhancing
the competitiveness and productivity of country’s economy. Prioritising activities inconsistent
with country’s economic conditions could lead to failure in achieving the stated objectives
[5,8,10].

According to the Global Competitiveness Index, the most competitive countries in the world
are Switzerland, Singapore and USA [11,12,13,14,15]. When it comes to the Republic of Moldova,
it could be noted a continuous tendency to improve its position.
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Table 1. Global Competitiveness Index of Switzerland, Singapore, USA and Republic

of Moldova according to Global Competitiveness Report 2011-2016

Country 2011-2012 2012-2013 | 2013-2014 | 2014-2015 2015-2016
Global Competitiveness Index

Switzerland 1 1 1 1 1

Singapore 2 2 2 2 2

USA ) 7 3) 3 3

Moldova 93 87 89 82 84

Source: elaborated by the author based on the Global Competitiveness Report 2011-2012, 2012-
2013, 2013-2014, 2014-2015, 2015-2016 [11,12,13,14,15]

Based on the analysis of successful models listed in Table 1, obviously we can notice the
close correlation between high performance of competitiveness and excellence in innovation,
business sophistication, qualification and knowledge of human resources, supported by efficient
and transparent government policies favourable for business environment in particular and society
in general. In these countries, all the main components - government, business environment,
academia and civil society - collaborate intensively and implement together the goals set in the
long-term policy agenda [11,12,13,14,15,16].

Switzerland is considered the world leader in the export of highly sophisticated products and
management practices. In the ranking of the Global Competitiveness Index, this country keeps its
first position for six consecutive years. It should be noted that in Switzerland, both the private and
public sectors allocate significant resources for research and technological development, thus
ensuring the transformation of research results into innovative and competitive products and
processes. Special attention is paid to the protection of intellectual property rights and strong
cooperation between academia and business environment [11,12,13,14,15,16].

Singapore takes the second place in the same ranking for the fifth consecutive year,
achieving remarkable results in all dimensions of the index. The country has a very sophisticated
business environment and innovative ecosystem [11,12,13,14,15,16].

USA maintain, for the second consecutive year, the third position, due to the improvement
of several segments of the national economy, including the institutional framework. The structural
characteristics serve as a cornerstone for country in order to ensure good economic productivity.
Business sophistication is characterized by a high and innovative level due to the outstanding
support of the university system and very close collaboration with business environment and R &
D sector [11,12,13,14,15,16].

When referring to the Republic of Moldova, at present, it is considered to have an economy
based on the use of primary factors, similar to such countries as Bangladesh, Burkina Faso,
Ethiopia, Kyrgyzstan and Tajikistan [9], which are situated preponderantly at the first stage
described by Porter’s model.

However, the pace of economic development based mainly on primary factors doesn’t have
to be accepted neither by the society nor by the state representatives. In those circumstances, the
only solution is to skip stages and put greater emphasis on the accelerated growth, i.e. to focus on
intellectual development based on the knowledge of human capital and innovation. The
stimulation of innovative processes requires significant changes by putting emphasis on the
instruments helping to skip and move to other development levels, which as a result will ensure
country’s competitiveness on the international level.
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Therefore, speaking about national competitiveness, in fact, we make reference to the
competitiveness of the entrepreneurial sector, which is directly involved in competition both on
the internal and external market [9]. The entrepreneurial sector consists of all physical and juridical
persons developing different types of activities independently in order to obtain an income
according to legal provisions in a certain moment on the territory of a given state [17]. The
entrepreneurs are those innovative and proactive individuals, who assume risks creating or
developing economic activities [17]. In other words, we can argue that at microeconomic level
“the entrepreneurship can be defined as the process of value creation that connects entrepreneurs’
attitude and skills with two types of events: pursuing and/or creating opportunities in the external
environment of the company and consequently taking advantage of the identified opportunities
while assessing them in terms of allocated resources and associated risks” [18]. In addition, the
organizational culture, qualified human capital and management style are crucial factors affecting
the development of entrepreneurial behaviour within the organizations [19]. In this context, it
becomes clear that, currently, the great world powers create all necessary conditions for economic
agents to use some instruments producing national and international socio-economic benefits.
These instruments are defined as the knowledge of human capital, innovation management and
advanced technologies. In the opinion of many international scientists, the above-mentioned
components repesent the basic way to reach high competitiveness, economic growth and
prosperity representing the economy based on knowledge and innovation [20, 21, 22].

The economists Paul David and Dominique Foray, [21] describe in their work four major
changes that have led to the emergence of knowledge-based society:

- Accelerated production of knowledge in the contemporary world;
- Increased share of intangible capital at micro and macro-economic level,
- Innovation has become a dominant activity and its sources became increasingly diverse;
- The revolution of instruments of knowledge.
This society replaces progressively the industrial one, which, in turn, once replaced the
agricultural one, the latter two being focused on the production of material goods [20].

Conclusions

It was proved that successful transition to the competitive knowledge-based economy
typically involves such elements as long-term investments in: education, innovation capacity
building, upgrading the information infrastructure, creating an economic environment conducive
to market transactions [22]. These elements have been named by the World Bank as pillars of the
knowledge economy and all together represent the framework of this competitive economy. In this
context, the new knowledge-based economy is clearly developing. Also, due to the fact that
information and knowledge have become essential to economic progress, management is
transforming into a social key function, responsible for achieving the highest results. In the “post-
capitalist society” there is a shift in “emphasis from material structures to the immaterial ones,
which requires new operational management tools that will meet the requirements of managing a
company based essentially on advanced human skills and not on huge physical capital” [24]. This
fact urges restructuring the production process so far mainly based on such criteria as process
standardization, strict hierarchical control, division of labour, reducing production costs,
increasing labour productivity etc. Further development of activities based on the same reasoning
will inevitably lead to the rapid depletion of knowledge reserves and direct labour intensification.
Therefore, process rationalization through standardization and capital accumulation can’t continue
to be the only source of increasing economic knowledge of an economic agent. The main solution
used by the new economy is “flexibility” meanwhile maintaining the correlation between fixed
costs, a greater diversity of products or activities and indirect labour intensification based on
flexible models of organization and coordination of workers [24]. To conclude, it may be stated
that the key factor to improve the competitiveness of the entrepreneurial sector within the new
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economy consists in the degree of knowledge implementation, the culture of employee
organization approach and the use new technologies [16].

References:

[1] Fagerberg, J. 2004. Innovation: A guide to the Literature, in Fagerberg, J., Mowery, D., and
Nelson, R (eds.) The Oxford Handbook of Innovation, Oxford University Press, Oxford,
2004, p 1-26.

Oeconomica, Universitatea "1 Decembrie 1918" Alba lulia, Facultatea de Stiinte
Economice, 2002, nr.2, ISSN-L 1454-94009,
http://www.oeconomica.uab.ro/index.php?l=ro&p=home

[3] AURELIA LITVIN, LUDMILA DOBROVOLSCHI, Competitivitatea — factor determinant
al cresterii economice, Revista stiintifica “Studii economice”, An. VI, nr. 3-4, Decembrie
2012, ISSN 1857- 226X

[4] dacxueB, X.A. AHanMU3 METOJIOB OIIEHKH KauyeCTBa U KOHKYPEHTOCIIOCOOHOCTH I'PY30BBIX
apromobOmiert. Kypuan “Mertonbl MeHemkmeHTa KadectBa’, MockBa: «PUA
«CrannmapTtsl ¥ KagecTBO» , 2001, Ne 3, . 24-29.

[5] ADINA CRISTE, ELENA ANA MOSNEANU, ALINA GEORGETA GLOD ,0 abordare
a conceptului de competitivitate nationald, Studii Financiare - Abordari teoretice si
modelare,Studii Financiare —4/2008, p.51-59

[6] LlInbakoBa, T.B, ABTOpedepar muccepTanuy Ha COMCKAHWE YUCHOW CTEIICHUW KaHIUIaTa
9KOHOMHYCCKHUX  HAYK, KOHKypeHTOCHOCO6HOCTL pOCCHﬁCKHX HpeI[HpI/I}ITI/Iﬁ B
COBPEMEHHBIX PBIHOYHBIX YCIOBUSAX, MOCKOBCKMH T'OCYHapCTBEHHBIM YHHBEPCUTET
nmenn M.B. JlomonocoBa, Mocksa, 2009, c.3.

[7] PORTER M. Despre concurenta. Traducere: Dan Criste. Bucuresti, Meteor Press, 2008

[8] Building the Microeconomic Foundations of Prosperity: Findings form the Microeconomic
Competitiveness Index, Michael Porter in Global Competitiveness Report 2002-2003,
World Economic Forum, Geneva 2003

[9] GRIGORE BELOSTECINIC, Competitivitatea si inovarea in contextul integrarii europene
, Akademos: Revista de Stiinta, Inovare, Cultura si Arta , Academia de Studii Economice
din Moldova. 2013. Nr 1 —p. 52

[10] Maria Ioncica, Eva-Cristina Petrescu, Diana Ioncica, Abordari macro si microeconomice
2008, p.76-82, https://ideas.repec.org/a/ase/journl/v2y2008ilp76-82.html, Accesat : 01
Martie 2017

[11] GLOBAL COMPETITIVENESS REPORT 2015-2016, http://reports.weforum.org/
global-competitiveness-report-2015-2016/the-global-competitiveness-index-2015-
2016/. Accesat : 01 Martie 2017

[12] GLOBAL COMPETITIVENESS REPORT 2014-2015 http://www3.weforum.org/
docs/WEF_GlobalCompetitivenessReport_2014-15.pdf. Accesat : 01 Martie 2017

[13] GLOBAL COMPETITIVENESS REPORT 2013-2014 http://www3.weforum.org/docs
/WEF_GlobalCompetitivenessReport 2013-14.pdf. Accesat : 01 Martie 2017

[14]GLOBAL COMPETITIVENESS REPORT 2012-2013 http://www3.weforum.org/docs
/WEF_GlobalCompetitivenessReport 2012-13.pdf._ Accesat : Accesat : 01 Martie 2017

[15]GLOBAL COMPETITIVENESS REPORT 2011-2012 http://www3.weforum.org/docs/
WEF_GCR_Report 2011-12.pdf. Accesat : 01 Martie 2017

[16] GLOBAL COMPETITIVENESS REPORT 2015-2016 http://reports.weforum.org/global-
competitiveness-report-2015-2016/the-global-competitiveness-index-2016-2017/.
Accesat : 01 Martie 2017

[17] LIDIA MAIER, Inovarea si sofisticarea afacerilor in Republica Moldova,

151


https://ideas.repec.org/a/ase/journl/v2y2008i1p76-82.html
http://reports.weforum.org/%20global-competitiveness-report-2015-2016/the-global-competitiveness-index-2015-2016/
http://reports.weforum.org/%20global-competitiveness-report-2015-2016/the-global-competitiveness-index-2015-2016/
http://reports.weforum.org/%20global-competitiveness-report-2015-2016/the-global-competitiveness-index-2015-2016/
http://www3.weforum.org/%20docs/WEF_GlobalCompetitivenessReport_2014-15.pdf
http://www3.weforum.org/%20docs/WEF_GlobalCompetitivenessReport_2014-15.pdf
http://www3.weforum.org/docs%20%20/WEF_GlobalCompetitivenessReport_2013-14.pdf
http://www3.weforum.org/docs%20%20/WEF_GlobalCompetitivenessReport_2013-14.pdf
http://www3.weforum.org/docs%20/WEF_GlobalCompetitivenessReport_2012-13.pdf
http://www3.weforum.org/docs%20/WEF_GlobalCompetitivenessReport_2012-13.pdf
http://www3.weforum.org/docs/%20WEF_GCR_Report_2011-12.pdf
http://www3.weforum.org/docs/%20WEF_GCR_Report_2011-12.pdf
http://reports.weforum.org/global-competitiveness-report-2015-2016/the-global-competitiveness-index-2016-2017/
http://reports.weforum.org/global-competitiveness-report-2015-2016/the-global-competitiveness-index-2016-2017/

FOSTERING KNOWLEDGE TRIANGLE IN MOLDOVA CONFERENCE PROCEEDINGS

Revista stiintifica Vector European, Universitatea de studii europene din Moldova,
Nr.1/2015, ISSN 2345-1106

[18] I'.B.KJIEMHEP, IIpeanpHHAMATEIbCKHil CEKTOP B SKOHOMHKE M OOILIECTBE: MHUCCHS H
po0OJieMbl pa3BUTHUs, DKOHOMUYECKAs: HayKa coBpeMeHHON Poccun, Dkcnpecc-BblTycK
Nr.2(7), 2001, http://ecsocman.hse.ru/data/136/796/1219/06-Kleiner.pdf , Accesat : 01
Martie 2017

[19] ZHAO, F., ,Exploring the synergy between entrepreneurship and innovation”,
International Journal of Entrepreneurial Behaviour & Research, Vol. 11, No. 1, 2005, pp.
25-41/ p. 29).

[20] DR. CONF UNIV,CARMEN NASTASE, Universitatea din Suceava “Stefan cel Mare”, ,
facultatea de siinfe economice si administratie publica, note de curs pentru masteratul
anul 1, ,,Economia cunoasterii”. http://webcache.googleusercontent.com/search?q=
cache:JvVIIWVm-8QJ:www.seap.usv.ro/~carmenn/cursuri/Ec%2520cunoasterii_Mast
er.doc+&cd=1&hl=ru&ct=clnk, Accesat : 01 Martie 2017

[21] DAVID P.A., FORAY D. (January 2003). Economic Fundamentals of the Knowledge
Society, in Policy Futures In Education. An e-Journal, 1(1): Special Issue: Education and
the Knowledge Economy

[22] DEREK H. C. CHEN AND CARL J. DAHLMAN, The Knowledge Economy, the KAM
Methodology and World Bank Operations, The World Bank, Washington DC 20433,
October 19, 2005, p.1-2].

[23] DRUCKER, P., Societatea postcapitalista, Ed. Image, Bucuresti, 1997, pp. 69-80

[24] WORLD RANKINGS/KNOWLEDGE ECONOMY INDEX/KNOWLEDGE
ECONOMY INDEX, Disponibil 1n: https://knoema.com/atlas/topics/World-
Rankings/Knowledge-Economy-Index/Knowledge-Economy-Index, Accesat pe: 01
Martie 2017

152


http://ecsocman.hse.ru/data/136/796/1219/06-Kleiner.pdf
http://webcache.googleusercontent.com/search?q=%20cache:JvVIIWVm-8QJ:www.seap.usv.ro/~carmenn/cursuri/Ec%2520cunoasterii_Mast%20er.doc+&cd=1&hl=ru&ct=clnk
http://webcache.googleusercontent.com/search?q=%20cache:JvVIIWVm-8QJ:www.seap.usv.ro/~carmenn/cursuri/Ec%2520cunoasterii_Mast%20er.doc+&cd=1&hl=ru&ct=clnk
http://webcache.googleusercontent.com/search?q=%20cache:JvVIIWVm-8QJ:www.seap.usv.ro/~carmenn/cursuri/Ec%2520cunoasterii_Mast%20er.doc+&cd=1&hl=ru&ct=clnk
https://knoema.com/atlas/topics/World-Rankings/Knowledge-Economy-Index/Knowledge-Economy-Index
https://knoema.com/atlas/topics/World-Rankings/Knowledge-Economy-Index/Knowledge-Economy-Index



