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Globalisation and International

Competitiveness

The globalised world economy in the post-WTO era has been
increasingly characterised by dismantling of protective
barriers to trade and investment. While increase in trade
opportunities in global markets would necessitate external
competitiveness, openness of economies to global trade would
entail reduction in protective barriers in the domestic trade
arena, resulting in the need for countries to enhance their
domestic competitiveness concomitantly. In such a scenario,
the ability to compete in both domestic and world markets
would depend on a country’s relative competitive strength
vis-a-vis other nations.

In this context, international competitiveness would
encompass higher exports, diversifying the export basket,
sustaining higher rates of export growth over time, upgrading
the technological skill content of export activity, and expanding
the base of domestic firms which are able to compete globally
as well as in the domestic market,

Fostering  international ~ competitiveness and  thereby
sustaining long-run growth would entail, inter alia,
technological progress, innovation and human skill
development. In today’s world and more so in the years ahead,
competitive strength of countries would increasingly depend
on the strategic behaviour of firms in adapting to the changing
environment and building up core competencies on the lines
of comparative advantage.

Meeting challenges on the policy front also assumes
importance in a global economy, as the competitiveness and
efficiency of firms is facilitated by the nature of policy
environment under which firms operate, and whether
macroeconomic policies allow them to achieve the requisite
economies of scale and allocative efficiency in production.
Growth strategies of developing economies, therefore, should
be based on policies which ensure internal and external
stability in the economy, through maintaining sustainable
policies and putting in place a proper safeguard system against
adverse international shocks and limiting exposure to risks,

Building up competitiveness is a high priority for both
developed and developing countries. Given the dynamic
changes characterising key industries and the rising
competition among countries, the need for countries to
continuously move up the value chain and improve the
attractiveness of their locational advantages is a challenging
task for policy makers in developing countries,
Competitiveness, both domestic and international, is
important and challenging, and should be seen not as an end
in itself but as a means to an end - which is economic
development.
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