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Abstract

The competitiveness of a particular national economy and its business environment is critical
for the country’s economic, political and societal development. Competitiveness can be ana-
lyzed using a diapason of single- and multi-factor competitiveness indicators that contribute to
quantification as well as and the analysis of internal and external competitiveness determinants.
Suitable levels of competitiveness measurements and analyses, be they in terms of a company or
a nation, are a matter of continuous debates. The authors of this paper have used econometric
equations (models) in order to quantify and qualify the impact of the institutional environment,
a factor represented both by the quality of governmental and regulatory measures as well as the
corruption perception index. Institutional environment impact was measured in terms of export
performance, as this metric represents one of the most important single-factor indicators of com-
petitiveness. For the purposes of our research, the precise quantification of exogenous variables
was not a necessity; rather we evaluated the assessment of strength and direction of relations
between endogenous and exogenous variables. Our assumption was grounded in the notion that
a higher quality of institutional environment is characterized by a higher level of competitiveness
and lower transaction costs based on the belief that export performance is a reliable measure
of competitiveness. Our research demonstrated, however, that the export performance is not a
universal indicator of competitiveness, a finding that signals the need to apply other indicators,

most notably, multi-factor ones.
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1. INTRODUCTION

In our quickly developing globalized reality, the competitiveness of a particular national econ-
omy and its business environment is a critical factor for the economic, political and societal
development of a country as well as its for economic alliances. Competition is becoming ever
tougher within the seemingly shrinking global market. New measures and regulations are being

introduced at the multilateral and bilateral as well as macro- and micro-economic levels with the
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goal of achieving prosperity and the stability of a country or economic alliance(s). The growth
of competitiveness represents one determinant of aggregate export growth. For this reason,
amongst other, competitiveness has been emphasized in debates and in research during the past
few decades. For the purpose of this research, the authors have used econometric equations
(models) with the aim of quantifying and qualifying the impact of the institutional environment,
a factor represented both by the quality of governmental and regulatory measures as well as the
corruption perception index (CPI). Export performance was identified as one of the most impor-

tant single-factor indicators of competitiveness.

2. THEORETICAL BACKGROUND

Cekmeové (2016) argues that the “National competitiveness can be understood as a country’s
capability to establish itself in foreign markets due to price or other factors, but also [in terms
of] an economy that is capable of achieving a high level of real earnings, a low unemployment
rate and long-term sustainable growth.” Even though as an subject of economic research com-
petitiveness has been the focus of several scientific and political texts, no one single generally
accepted conception of this complex term has emerged. Bris states how “[achieving higher| com-
petitiveness is therefore a way towards progress that does not result in winners and losers - when
two countries compete, both are better off.” (Bris, 2018) In their paper, Cellini & Soci (2002) list
many definitions of the term competitiveness, claiming the concept to be ambiguous. This be-
ing said, competitiveness cannot be easily measured and quantitatively evaluated. One accepted
attempt at a precise definition comes from Balassa (Cellini & Soci, 2002) “We can say that a
country has become more or less competitive if, as a result of cost-and-price-developments of
other factors, its ability to sell in foreign and domestic markets has improved or deteriorated.” In
this context, Nevima (2014) points to the fact that “competitiveness is a multilayered and thus
ambiguous term.” The concept can be assessed according to a myriad of single- and multi-factor
competitiveness indicators that contribute to quantification as well as analyses of internal and
external competitiveness determinants. Within the framework of a national economy, research
results from these analyses are a valuable source to creators of national economic policy or ac-
tion plans for national economic development. Some authors perceive national competitiveness
as an overrated factor, i.e. Cekmeové (2016) claims that it has taken on the characteristics of a
doctrine (Klvacova, 2008). Nevertheless, as practical experience shows, comparing and testing
different levels of competitiveness is justified from a governmental point of view. The reasons
for this lie in the fact that government policies can make either a positive or a negative impact
on economic environment, therefore influencing the competitiveness of the economy. Here the
interest to evaluate competitiveness is oriented towards several indicators that we differ as multi-
factor and single-factor competitiveness indicators. Multi-factor competitiveness indicators are
deemed more general and complex, i.e. factors which can identify the level of competitiveness
of a country’s economy in the international context and assure a more detailed understanding of
the country’s competitiveness structure. In case of the single-factor competitiveness indicators,
the focus is a narrower one oriented towards, for example, exports and imports, export perform-
ance and / ot cost-and-price relations (Tab. 1, Balaz et al., 2017), by which transaction costs, as

a measurement of quality of business environment, can be estimated (Okruhlica, 2013). We also
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assume that the higher the quality of the institutional environment, the higher the level of com-

petitiveness and the lower the transaction costs.

Tab. 1 — Indicators of competitiveness. Source: Balaz et al. (2017)

Multi-factor/criteria Indicators Single-factor Indicators
Competitiveness Index (GCI) Export volume development
World Competitiveness Index (WCI) Export growth rate development
Doing Business Index (DBI) Average aggregate exports

(exports commodity structure)

Knowledge Economy Index (KEI) Average aggregate imports

(imports commodity structure)

Relative Balance of Trade

Export performance

Net export value development

Export per capita

Revealed Comparative Advantages (RCA)

Turnover Transactions TOT
Unit Labor Costs (ULC)
Real Effective Exchange Rate (REER)

Bayer (2018) has put forth a historical, retrospective overview of competitiveness from several
cited sources, starting with the oldest conceptions of the idea to those of current times. Competi-
tiveness was and still is a primary focus in terms of several economic theories (e.g. mercantilism,
classical economy, new trade economy) that offer a demarcating picture of the term competi-
tiveness in the framework of economic theory. Mercantilism does not recognize the term com-
petitiveness per se, however, the policy does deal with the wealth of a country and its ability to
succeed internationally. The theoretical basis for competitiveness is rooted in mercantilist theory,
a set of frameworks founded with emphasis on a country’s wealth accumulation and its ability to
establish itself in international trade. Differing from this theory is that of classical economy and
its most notable representatives Smith and Ricardo, who concentrated on the field of produc-
tion, the establishment of liberalism, market competitiveness and free trade. These theorists did
not employ the term competitiveness, but rather referred to comparative advantages. As Bayer
(2018) further states, more recently Ohlin & Heckscher of the neoclassical school designed a
simple model for evaluating international trade using the comparative advantages of economic
subjects from different countries that are involved in production of diverse products. Histori-
cally speaking, competitiveness was firstly analyzed at the company level, i.e. a firm’s capability
to successfully compete with other companies in local as well as foreign markets. (Law, 2010;
Bayer, 2018) In the early 80s, according to Botos (1982), a product competitiveness lies in the
fact when price, quality and technical value of products of a company are lower than a price,
quality and technical value of a product of another company (Bayer, 2018). Such understand-
ing of the competitiveness, however, excluded the external environment, most notably world

economy, that induces a fundamental impact on the company competitive conditions. Later on,
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therefore, the stronger globalization wave in the 1980s initiated focusing on national levels when
competitiveness measurement is concerned. Porter (1990) has depicted the main determinants
of competitiveness in the form of a diamond (firm strategy, structure and rivalry, factor con-
ditions, related and supporting industries, demand conditions). He claims that on their level,
companies reach advantages through innovation. Regarding the role of government in making
and sustaining competitive advantage, the author points out the following two ideas. One group
pursues the idea that the government must take the role of competitiveness maker. The other
group advocates for governmental exclusion from the competitive advantages creating process.
Porter perceives both of these paths as incorrect “Government’s proper role is as a catalyst and
challenger; it is to encourage — or even push — companies to raise their aspirations and move
to higher levels of competitive performance....” Later on, his work evoked reactions of many
economists, who have given both arguments pro and contra as well as those who strived to offer
the improved versions of Porter’s work. The greatest opponent of the national competitiveness
concept is Krugman (1994) “Thinking and speaking in terms of competitiveness poses three real
dangers. First, it could result in the wasteful spending of government money |[...] Second, it could
lead to protectionism and trade wars. Finally, and most important, it could result in bad public
policy on a spectrum of important issues.” Whether or not to deal with competitiveness at the
company or country level is still a matter of many debates. “A mismatch between the corporate
and national economic view of competitiveness stemmed from the fact that the company can be
well-competitive not only via technological and product innovation, but also due to low labor
costs, low input factors, savings in environmental costs, depreciated currency or price dumping
at the expense of domestic customers, etc. These factors, however, appear to be counterproduc-

tive at the national economy level” (Kast’akova & Zatko, 2018).

A new institutional economic theory deals with quality of institutional environment through the
level of transaction costs. According to Williamson (1990), transaction costs are related to im-
perfect information, risk of opportunism and asset particularities in economy. Asset particularity
occurs if abandonment of contract between the contract parties could potentially imperil one or
the other contract parties. Coase (1937) stipulated that there are costs that justify the existence
of companies per se.“... the operation of a market costs something and by forming an organiza-
tion and allowing some authority (an “entreprencur”) to direct the resources, certain marketing
costs are saved. The entrepreneur has to carry out his function at less cost, taking into account
the fact that he may get factors of production at a lower price than the market transactions which
he supersedes, because it is always possible to revert to the open market if he fails to do this.” It
is difficult to quantify transaction costs, however, one of the ways that Okruhlica (2013) used is
estimating the level of transaction costs via competitiveness indices. We suppose that the higher
quality of institutional environment is characterized by higher competitiveness, lower level of
transaction costs, therefore we test the export performance as a measure of competitiveness.
Mlcoch (2005) claims that the new institutional economic theory was influenced by transforma-
tion process. Besides others, he argues about the experiences of the former socialistic countries
where he identifies two directions of influence: the first one is strengthening of the state in
the modern market economy and the second one is the importance of informal institutions. In
general, institutions are divided into formal, with a legislative character, and informal, cultural

institutions. Our long-term research focus is inspired mostly by the analysis of formal and infor-
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mal institutions that are a part of institutional environment as well as our eagerness to quantify
transaction costs. Also, Bournakis & Tsoukis (2013) attempt to uncover some of the institutional
determinants of export performance. They confirm that structural competitiveness may also be
important for export performance. We are also inclined to believe that freer institutional envi-
ronment (without state interventions) acts as stimuli to business activity, therefore influencing
economic performance and wealth of citizens. “... government spending becomes an unavoidable
burden as growth in the size and scope of the public sector leads inevitably to misallocation of
resources and loss of economic efficiency. Volumes of research have shown that excessive gov-
ernment spending that causes chronic budget deficits and the accumulation of public debt is one

of the most serious drags on economic dynamism (The Heritage Foundation, 2018).”

3. RESEARCH OBJECTIVE, METHODOLOGY AND DATA

The influence of good quality institutional environment is recently given a great importance
when export performance measurement is concerned. As above mentioned, the main objective
of our research is to quantify and qualify the impact of institutional environment represented by
indicators of government effectiveness, regulatory quality and corruption perception on export
performance as one of the important single-factor indicators of competitiveness. The selected
indicators of institutional environment presented in Table 2 enable us to characterise formal
institutional environment (the Worldwide Governance Indicators government effectiveness and

regulatory quality) as well as informal institutions (Transparency International, 2018).
We formulated the following hypotheses:

H1: Export performance of national economy will directly increase with increasing both the

government effectiveness and regulatory quality.

H2: Export performance of national economy will directly increase with decreasing corrup-

tion perception.

For the purpose of our research, the precise quantification of exogenous variables is not a ne-
cessity. We rather take notice of the assessment of strength and direction of relations between
endogenous and exogenous variables. We have used linear regression analysis, which enabled the
analysis of relations between the chosen variables. The variable household consumption expend-
iture was added as a control variable because we assumed that the countries with a higher level of
household consumption have a lower rate of exports, therefore achieving lower values of export
performance. “The relationship between domestic demand and exports from a macroeconomic
perspective builds on the seminal paper by Ball et al. (1966) for the case of the UK. This frame-
work has found support in recent microeconomic theory and empirical evidence — see, for exam-
ple, Vannoorenberghe (2012) for French firms and Altomonte et al. (2013) for a dataset covering
four European countries: France, Germany, Italy and UK. A survey of the literature rationalising
the negative effect of domestic demand on exports performance is presented in Esteves & Rua
(2013, 2015).” Aggregate consumption of a country is composed of both household consumption
as well as government consumption. We have decided to include solely the household consump-

tion since the government consumption decreased the testifying ability of the model.
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Therefore, we formulated the hypotheses H3: Export performance of national economy will

directly increase with decreasing household consumption.

Besides these logical assumptions, our analysis was also influenced by our effort to design a
simple linear regression analysis. In the statistical context, we have opted for the most effective
version as well as layout of analysis, including the choice of variables. That way, we have gained
a relatively simple and repetitive analysis of the examined relations. The econometric model is
presented as follows (Lukacik et al., 2011):

i = BotBy X By xipt o A iyt M
in which y; represents 7 observations of endogenous variable, x; represents exogenous variables.
Bo By B represent unknown estimated parameters and ui represents a random component, where
we estimate that it equals 0 for cross-sectional data. We have designed this paired model of re-
gression analysis by using economic software GRETL and descriptive statistics of the software
Microsoft Excel. Both sides of econometric equation were presented as logarithms, therefore
enabling us to interpret such adjusted analysis as an elasticity in percentage changes. Depend-
ent and independent variables are depicted in Table 2. Columbia was disregarded in the course
of observation due to its negative value of Gov_Eff_2014, therefore eliminating its logarithm
presentation, whilst Switzerland is reported together with Lichtenstein in the UNCTAD data-
base. Finally, we have made graphic testing of a relationship between export performance and

household consumption in the software GRETL.

Tab. 2 — Dependent (DV) and independent (IV) variables. Source: own processing by
UNCTAD (2018), Kaufmann & Kraay (2018), WBG (2018), Transparency International (2018)

Variable Description

Export performance from the year 2016 — “Exports of goods and
services as share on GDP - Exports of goods and services represent
the value of all goods and other market services provided to the rest
of the world. They include the value of merchandise, freight, insur-
EP_2016 (DV) ance, transport, travel, royalties, license fees, and other services, such
as communication, construction, financial, information, business,
personal, and government services. They exclude compensation of
employees and investment income (formerly called factor services) and
transfer payments (WBG, 2018).”

Household_con-
sumption Household consumption expenditure from the year 2016 in mill. USD
(HC)_2016 (1V)

CPL_2014 (IV) Transparency International corruption perception index from the year
- 2014 (0-100, higher value means a higher quality; values from interval).

150 Journal of Competitiveness u



Government Effectiveness from the year 2014 (weak minus 2.5 to 2.5
strong) - “Reflects perceptions of the quality of public services, the
quality of the civil service and the degree of its independence from po-
Gov_Eff_2014 (IV) litical pressufre.s,v the quality of policy formulat.ion and implemenFaFion,
and the credibility of the government’s commitment to such policies
(Kaufmann & Kraay, 2018).” This indicator combines the views of a
large number of enterprises, citizen and expert survey respondents in

industrial and developing countries.

Regulatory Quality from the year 2014 (weak minus 2.5 to 2.5 strong)
- “Reflects perceptions of the ability of the government to formulate
Reg_Quality_2014 | and implement sound policies and regulations that permit and pro-
vy mote private sector development (Kaufmann & Kraay, 2018).” This
indicator combines the views of a large number of enterprises, citizen

and expert survey respondents in industrial and developing countries.

In order to achieve relevant results, we have used data of the OECD (2019) countries that are
being considered as developed national economies and operating on the principles of democracy
and market economy, thus representing a homogeneous group. The input data that are defined

in Table 2 are depicted using descriptive statistics in Table 3.

Tab. 3 — Descriptive statistics. Source: own processing by UNCTAD (2018), Kaufmann &
Kraay (2018), WBG (2018), Transparency International (2018)

Mean St. Dev. Kurt. Skew. Count
EP_2016 54.21 38.50 9.36 2.55 36
Household_consumption_2016 | 811,274.60 | 2,159,591.91 | 29.86 5.29 36
Gov_Eff_2014 1.30 0.51 -0.64 -0.50 36
Reg_Quality_2014 1.28 0.48 -1.02 -0.36 36
CPI_2014 68.53 15.38 -0.86 -0.37 36

Descriptive statistics and regression analysis in Table 3 were made and interpreted in accord-
ance with expertise resources (Pacakova et al., 2009; Lukacik et al., 2011). The average value of
export performance in the year 2016 represents 54.22 export’s share on GDP whilst household
consumption in the OECD (2019) countries amounts the value of mill. 811,275 USD. Kurtosis
values are rather interesting, especially in the case of household consumption where the split file
is significantly sharper than the regular split. When statistical files are observed, the USA or Lux-
embourg represent those examples. The negative rate of narrowness means a left-sided division
of countries, stating that the file encompasses a larger number of countries with a higher value

than average. The positive rate of narrowness indicates vice-versa.
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4. RESULTS AND DISCUSSION

In our research, where export performance was understood as an indicator of competitiveness,
we have tested the assumption that this indicator is influenced by the quality of government and
regulatory measures as well as CPI. Table 4 includes multiregression linear analysis in a logarithm
form. Based on statistical tests, this analysis is generally significant (without Ramsey RESET test
for specification and Centered R-squared. There are variables that explain the dependent vari-
able more fundamentally. On the other hand, we have adopted the model specification because
it is difficult to find sensitive variables affecting export performance that has its specificities, e.g.
consumption and economy size). Variables CPI and household consumption were estimated with
the highest statistical significance and with the correct signs. Other variables were estimated
with statistical insignificance or, in the case of government effectiveness, the regression coef-

ficient had incorrect and negative sign.

Tab. 4 — Regression analysis, method OLS, dependent variable: _EP_2016 (N=306). Source:
own processing by UNCTAD (2018), Kaufmann & Kraay (2018), WBG (2018), Transparency
International (2018)

Coefficient | Std. Error | t-ratio p-value
1_Household_consumption_2016 —0.233587 | 0.0515770 | —4.529 | <0.0001 | ***
1_Gov_Eff_2014 —0.618831 | 0.321822 | —1.923 | 0.0634 *
1_Reg_Quality_2014 0.0542096 | 0.385483 | 0.1406 | 0.8890
1_CPI_2014 1.60780 0.154836 | 10.38 <0.0001 | *#**
Uncentered R-squared 0.985130
Centered R-squared 0.371415
P-value(F) 9.58¢-29
F4.32) 530.0045

White’s test for heteroscedasticity P(Chi-square(14) > LM 16.6469) = 0.275483
Test for normality of residual - Test stat.: Chi-square(2) = 0.711358 (p-value = 0.700697)
Ramsey RESET test P(F(2.30) > 4.92194) = 0.0141708

For our purposes it is interesting to picture the model in a graphic manner and follow the place-
ment of countries under observation. Nevertheless, a decreased value of the Centered R-squared
indicates worsen statistical strength of the model although it did enable us to identify those
countries, for which the value of export performance is not significant in such a degree. Those

groups of countries can be observed in Figure 1.
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Fig. 1 — Figure of actual and predicted values of a dependent variable (EP_2016). Source: own processing by
UNCTAD (2018), WBG (2018)

As evidenced by Figure 1, export performance is a suitable indicator of competitiveness only
for a specific group of the OECD (2019) countries. It points out that it is not necessarily a good
indicator of competitiveness for the economies with a high level of household consumption, i.e. it
is significantly influenced by the size of national economies. It is possible to rather precisely iden-
tify two groups of countries: one with a low level of internal consumption, but with a high level
of export performance (countries high above the curve), mostly encompassing small economies
whose economic growth is strongly dependent on export performance such as Luxembourg, Ire-
land, the Slovak Republic, the Netherlands, Switzerland, i.e. the other group being represented
by, e.g. USA, Japan, Australia (countries high under the curve) having a high level of household
consumption and a relatively low level of export performance, i.e. their economic growth is not

primarily dependent on export performance.

As already mentioned, we assume a strong dependence between export performance values and
household expenditures. Therefore, we have correspondingly designed a graphic form of the re-
gression analysis with an aim of reviewing this particular relationship between export perform-

ance and household consumption (Figure 2).
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Fig. 2 — Scatterplot between Export performance and Honsebold consumption. Source: own processing by
UNCTAD (2018), Kaufmann & Kraay (2018), WBG (2018), Transparency International (2018)

In our research, we have dealt with the OECD (2019) countries, that share a relatively high level
of economic development and democracy whilst respecting the principles of market economy,
which were initially identified as a rather homogeneous group. Nevertheless, its heterogeneity
lies in the fact that there are vast differences regarding their economic strength and size (e.g.

USA, Luxembourg, the Czech Republic, Singapore, Japan, Australia, etc.).
The outcomes of our research are as follows:

Firstly, we have tested the two hypotheses (H1 and H2) on export performance responsiveness to
the chosen factors from institutiona environment (government effectiveness, regulatory quality
and CPI). We did not confirm the hypothesis H1 as for the influence of both the government
effectiveness and regulatory quality on export performance. Even more regulatory quality is a
statistically insignificant variable whilst government effectiveness was estimated with the incor-
rect sign, meaning that we could have eliminated these variables from our research. We did not
confirm the hypothesis H2, asserting the growth of export performance with a decrease in cor-
ruption perception. On the one hand, we found out that when the informal institution of corrup-
tion increases by 1%, we expect the increase of export performance by 1.61%, however, following
to this model specification only. If we leave the constant in the model, only the constant itself
and the Houschold_consumption_2016 variable remain statistically significant (estimated pa-
rameter of -0.25). Since we have removed the constant in the model, in the next step, we wanted
to prove the credibility of the estimate of the CPI variable. For this purpose, we used pairwise
regression analysis. We used it to find out the significance of the converted CPI and its impact on
export performance. The pairwise regression analysis between CPI and export performance in
a logarithmic form did not show statistical linkage between variables. It even revealed too large
residues in individual observations (for example, Luxembourg, res. 1.59; USA, res. -1.33; Japan,
res. -1.03; Slovak Republic, res. 0.75; Czech Republic, res. 0.57). We can consider the perceived
corruption (CPI) as a proxy variable for the quality of the institutional system, like authors Evan

& Bolotov (2014) when studying the relationtiship between corruption (based on data from the
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Transparency International, the Worldwide Governance Indicators, and the Heritage Founda-
tion) and foreign direct investments: “In this paper, we attempted to present a theoretical expla-
nation and econometric verification of the weak relation between corruption (as a representation
of the political environment) and FDI inflows in countries.” To summarize, our results again
confirm the fact that export performance is not a suitable indicator (as a single measurement) for

measuring competitiveness.

Finally, we confirmed hypothesis H3. With the 1% increase of the household consumption ex-
penditures we expected the values of export performance to decrease by 0.23%. National econo-
mies experiencing growth mostly due to household consumption are not primarily dependent on
international trade, therefore, their export performance is lower. We observe that those countries
are further away from the curve, generally falling under it, as shown in Figure h 1. However,
even such countries can be divided into two categories, with the first being one that of large
and economically developed countries which maintain a high volume of mostly sophisticated
exports, though their exports ratio in the structure of GDP is relatively low, e.g. USA, Australia,
New Zealand, Japan. The other category encompasses those countries whose national economy
structure is mostly oriented towards domestic demand, and their exports ratio in the structure
of GDP is not significant in such a degree, e.g. Turkey, Greece, Chile, Iceland, Finland, Norway.
Those economies that are high above the curve are, by contrast, the countries that have shown
their export performance to be above average in terms of the researched variables. These repre-
sent developed economies such as Luxembourg, Ireland, the Slovak Republic, the Netherlands,
Switzerland, the Czech Republic and South Korea, nations with a relatively small internal mar-
ket, therefore, growth is mostly induced by exports. A specific case is represented by Germany,
which is positioned rather high above the curve, proving that even with its large domestic mar-
ket, a country can still be highly export-oriented. Countries in the proximity of the curve can be

labelled “statistically average” in the context of our model.

The regression analysis results, presented in Table 4 as well as in Figure 2, confirm our assump-

tion of a high dependence between household consumption and export performance.

Our research complements extant literature investigating the impact of institutional environ-
ment on export. Jong & Bogmans (2011) focused on trade-related corruption, which in general
hampers international trade: “The results are most robust for the index derived from the WBES
[World Business Environment Survey] and for corruption in the exporting country. Quite differ-
ent results are obtained when we use indicators of corruption and quality of institutions directly
related to international trade.” Faruq (2011) examined the relationship between a country’s insti-
tutional environment and the quality of its exports. He argues that “institutional factors such as
widespread corruption, inefficient bureaucracy, and high risk of expropriation of private prop-
erty by government can create uncertainty among producers and discourage them from investing
and innovating over the long term. This can limit the ability of producers to improve the quality
of their exports in the future.” According to his findings, corruption appears to be most robustly

associated with export quality.

Our study also contributes to the literature on the determinants of export performance, which
has been synthesized and evaluated by the authors Chen et al. (2016), who concluded that: “Re-

search into export performance is still limited.”
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In this study, we have furthermore confirmed the negative effect of domestic demand (house-
hold consumption being a component of it) on exports performance presented by Esteves & Rua
(2013, 2015). Moreover, we have quantified this dependency for the OECD (2019) countries.
According to our findings, the proportionality of a negative effect of household consumption on

export performance is low.

Finally, we propose to explain competitiveness not only in terms of export performance depend-
ence, but also in terms of productivity. M. E. Porter stated: “A nation’s standard of living depends
on the capacity of its companies to achieve high levels of productivity — to increase productivity
over time. Sustained productivity growth requires that an economy continually upgrades itself.”
(Porter, 1990) P. Krugman differentiates between competitiveness and productivity: “In other
words, for an economy with very little international trade, ‘competitiveness’ would turn out to be
a funny way of saying ‘productivity’ and would have nothing to do with international competi-
tion” (Krugman, 1994).

5. CONCLUSION

In evaluating competitiveness of national economies, the various theories and points of view are
frequently debated. It is necessary to understand competitiveness as a complex phenomenon that
includes macro- and micro-economic fields also strongly influenced by further factors that exist
in between these two economic categories. The new and often harsh conditions characteristic
of globalized economic competition force us to recognize the term competitiveness as a wide
spectral topic that can be measured and analyzed via numerous indicators, both individually as
well as in their complexity.

The main objective of our research was to quantify and qualify the impact of institutional envi-
ronment, represented by indicators of government effectiveness, regulatory quality and corrup-
tion perception. The institutional impact on export performance was identified as one of the
important single-factor indicators of competitiveness.

Export performance may be perceived as one of the fundamental competitiveness indicators for
a particular group of countries only. This group is typically represented by developed yet small
economies whose economic growth is primarily determined by exports (e.g. Luxembourg, Ire-
land, the Netherlands, countries of Visegrad Group, etc.). The risk that comes from such a level
of dependency, which cannot be avoided in the globalized world, is their substantial dependency
on external environment, mostly concerning the conjuncture cycles that emerge with the func-
tioning of the world economy. In this context, successful adaptation becomes possible when
suitable economic and political policies and strategies are applied to the inherited and gained
comparative advantages concurrently supported within a solid institutional environment, i.e.
benefits in terms of qualitative and legislative factors based on the principles of transparency,
democracy and the elimination of opportunism, i.e. the elimination of the promotion of exclu-
sive self-interest even if it is not an indication of unethical and illegal behavior. The influence of
institutions on competitiveness was not confirmed by our study, a result which we attribute to
the specific features of the model. Notwithstanding our present findings, we continue to per-
ceive both formal and informal institutions as important factors in reaching competitiveness, a
position which has also been maintained by renowned world institutions (GCI, WCI, and BD)
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which measure competitiveness via multi-factor indices whilst also including institutions in their

evaluations.

We have confirmed a significant influence of the chosen variable housechold consumption on
export performance in the sense that the higher the household consumption, the lower the ex-
port performance. Our research outcomes also indicate that when the influence of household
consumption on export performance of the OECD (2019) countries is observed, it is necessary
to differentiate between several groups of countries.

Firstly, countries with a low household consumption and a high level of export performance
(Luxembourg, Ireland, the Slovak Republic, the Netherlands), in which the level of export per-
formance reached was higher than predicted.

Secondly, countries with a higher household consumption (when compared to the first group)
and a lower level of export performance than assumed due to support of growth by domestic
consumption. This group can be further differentiated according to countries with highly so-
phisticated exports (e. g. USA, Japan, Australia) and countries with less sophisticated exports
(e. g. Turkey, Greece, Chile). In our opinion, this differentiation in our model was determined

mostly by the varying levels of CPI.

Germany represented a specific case, i.e. it reached a rather high level of export performance
whilst parallelly maintaining high household consumption. One possible teason is the unique-
ness of Germany’s national economy, which encompasses a huge production potential of highly
sophisticated products that can compete in the world market. For this reason, economic growth
is not only determined by high household consumption but also by high export performance.

Finally, the economies we refer to as “statistically average” according to our model specifica-
tion (e.g. Mexico, Austria, Denmark, UK), with the above mentioned relation applicable in this
context.

Our study contributes to rather limited literature regarding the determinants of export perform-
ance. Furthermore, it complements the literature on household consumption impact on export
performance by quantifying the proportionality of this effect. We conclude that export perform-
ance is not a universal indicator of competitiveness, therefore, it is advisable that other indicators
of competitiveness, mostly multi-factor ones, are used when evaluating competitiveness.

One limitation of our research is that it covers the OECD (2019) countries only. For other countries
(developing or emerging economies), the relationships presented by this research should be dem-
onstrated in other studies. Moreover, this research takes into account only selected factors that may
influence export performance, while other factors of export performance may prove relevant for
the countries not included. From a statistical point of view, omitting a constant from the regression
equation is a major limitation, but one that was warranted because of the higher statistical signifi-
cance of the independent variables. We partially offset this limitation with the pairwise regression
analysis between the dependent variable and CPI (since this was estimated with up to 99% prob-
ability in the model with the omitted constant).

Even though we were not able to confirm the impact of institutional environment on export
performance, this does not necessarily indicate that institutional environment does not influence
competitiveness. We merely provide evidence that export performance as a single-factor indica-
tor has a limited capacity to indicate competitiveness. We believe that especially for developed
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economies, the quality of the institutional environment represents one of the crucial determi-

nants of competitiveness, therefore we strongly suggest further research in this field.
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