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Changing mindset
How can competitiveness
accelerate economic
growth? 
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nvestors around the world are

exploring destinations that maximize

returns or create cost efficiencies via:

proximity to markets, access to

technology, finance or natural resources,

or the cost of doing business. To improve

country ranking and the overall business

environment in a way that successfully

and sustainably maximizes impact and

returns on the economy, three steps can

be taken to introduce a competitiveness

mindset that wins in regional and global

markets: collect/define, evaluate, and

execute reforms. In this article we review

what it takes to be competitive and how

the Kingdom of Saudi Arabia launched

the National Competitive Center to rise

up the competitiveness ladder.

What makes an economy truly

competitive?

According to the IMD World

Competitiveness Center:

“Competitiveness is the extent to which 

a country is able to foster an environment

in which enterprises can generate

sustainable value.” In other words,

competitiveness is the outcome when

strategy, systems, policy, and innovation

come together to spur economic growth.

The Competitiveness Model, shown in

Figure 1, helps explain how

competitiveness contributes to economic

growth at a national level. The bottom 

line is that competitiveness leads to

productivity growth, which means more

output with the same amount, or even

fewer resources.

Competitiveness at its core includes

increasing economic freedom and overall

quality of life. Countries that do not adopt

the Competitiveness Model may increase

their rankings in international reports, but

not the prosperity of their citizens, as

measured by the Legatum Prosperity

Index (LPI), which measures national

prosperity based on economic and social

well-being. As shown in Table 1, BRIC

countries (Brazil, Russia, India, China)
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• Long-term national strategy
• Short-term implementation plan
 focusing on priority sectors/verticals
• Establishment of milestones
• Establishment of responsibilities and
 accountability

• Establishment of business-friendly
 policies
• Reduction of bureaucracy
• Promotion of transparency
• Zero tolerance of corruption

• Infusing creativity and innovation
 throughout society
• Providing funding for innovation
• Developing an ecosystem that 
 connects innovation with strategy 
 and systems

• Political will
• Good governance
• Alignment
• Reduction of silos
• Procedural efficiency
• Resolving disputes

Strategy

Figure 1: Competitiveness models
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experienced super-heated economic

growth in the late 1990s and early 2000s

that favorably impacted their rankings in

major competitiveness reports. 

However, their momentum slowed down

and then declined after 2010, indicating

that their competitiveness did not lead to

prosperity because their reforms did not

truly reinvent their economies. Their latest

rankings in key competitiveness-oriented

reports show that their competitiveness

models have become impediments to

sustained growth. While one may rightly

argue that rankings in reports are not true

indicators of national competitiveness,

they do provide a lens through which one

can examine the factors that drive these

rankings. In contrast to BRIC, some of the

world’s most prosperous countries

continue to make major gains in

economic growth due to constant

reinvention. This is illustrated by Table 2,

which highlights rankings in major global

competitiveness reports. These rankings

reflect an approach to competitiveness

that has established a pattern of ongoing

increase in the quality of life and

economic livelihood of their citizens.

In the GCC region, countries have

improved competitiveness according to

key metrics and rankings in global reports,

but structural, institutional and policy

deficiencies continue to be areas that

require additional focus. The challenge

will be enabling these countries to sustain

competitiveness through a combination

Country WEF Global

Competitiveness 

Report (2018) 

(x/140 countries)

WB Ease of Doing 

Business Report (2019) 

(x/190 countries)

Legatum Prosperity

Index (2018) (x/149

countries)

United States 1 8 17

Germany 2 24 14

Singapore 3 2 21

Switzerland 4 38 4
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Country WEF Global

Competitiveness 

Report (2018) 

(x/140 countries)

WB Ease of Doing 

Business Report (2019) 

(x/190 countries)

Legatum Prosperity

Index (2018) (x/149

countries)

Brazil 72 109 65

Russia 43 31 96

India 58 77 94

China 28 46 82

Table 1: BRIC rankings

Table 2: Top global performers
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of strategy, good governance, business-

friendly reforms, and innovation that

leads to ongoing reinvention and strategic

course corrections. Within the Middle

East, the governments of countries like

Egypt, the Kingdom of Saudi Arabia (KSA),

the United Arab Emirates (UAE) and

Morocco, are designing and investing in

programs with the sole purpose of

increasing national rankings across

multiple indexes. 

What are economic indicators and

how do they measure

competitiveness?

International competitiveness experts

understand the value of analyzing data,

quantitative and qualitative (explained in

Table 3), as a way to measure

competitiveness. 

Quantitative data is typically segmented

into macro and micro indicators, as

shown in Figure 2. Macro indicators track

economic trends on a high level while

micro indicators track trends within

economic categories that relate to these

macro indicators. When data is tracked

over a number of years, it provides insight

into overall trends regarding a country’s

current state of competitiveness. A

competitiveness expert analyzes the

collected data to draw conclusions that

provide insight into strategy, policy, or

implementation changes that can

establish an alternative competitiveness

course or develop an entirely new one.

What are the different approaches to

improve regional competitiveness

within a country?

There are many approaches that a

country can adopt to improve the

competitiveness of its regions. A popular

competitiveness model is the circular

cumulative causation model developed 

by Swedish economist Gunner Myrdal.

Myrdal argued that increasing returns in

faster developing regions typically sets 

in motion a process where production

factors, especially human capital, move

away from lower developing regions to

embrace opportunities in those that are

more competitive, thus providing more

opportunity. The consequences faced 

by many countries adopting this model

are that they force migration to high-

performing regions, which further erodes

34

Quantitative Qualitative

• Economic statistics that can be tracked year-to-

year.

• Inputs from individuals and/or organizations that

provide anecdotal and/or valid information to

augment qualitative analysis.

• Comes from primary data, which is defined as the

closest to the source and/or the most valid data,

and secondary data, which is used to validate

primary data and is data gathered from other

than the primary source.

• Typically gathered from surveys, interviews and

focus groups.

• Validity depends on:

a) appropriateness of the data, 

b) whether it can be tracked year-to-year, and 

c) whether it can be validated by a secondary

source.

• Validity depends on mapping input to quantitative

data and using it only as a mechanism to

augment other research rather than a singular

source used for analysis.

Table 3: Data types

Combining competitiveness with a
strong and diversified economy
contributes to the positioning of these
countries as key destinations to do
business on a global level.
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the ability of low-performing regions 

to compete. This causes a lack of

competitiveness in low-performing

regions, which affects overall

competitiveness. In attempting to correct

this problem, monetary investment

and/or incentives are directed towards

low-performing regions, which in turn

pulls resources away from high-

performing ones. This undermines

competitiveness in high-performing

regions while typically having only a

marginal impact on low-performing ones.

Myrdal argued that state intervention in

terms of policy and resources is required

to “level the playing field” between

regions, which makes sense in theory, but

can only be so if a country understands

the competitiveness of its regions and has

a clear picture of what needs to be done

to address inequities. The ability of

countries to track, analyze and thus

understand regional competitiveness is

more compatible with the endogenous

growth theory that was developed by

Nobel prize-winning economist Paul

Romer and others. This theory postulates

that accumulation of knowledge

generates increased returns. Thus,

enhancing regional competitiveness

occurs when leaders harness strategy 

and resources that lay the foundation for

sustainable regional competitiveness. This

requires a rethinking of Myrdal’s more

spatially-oriented approach to instead

focus on the broader areas of people 

and institutions, thus adopting a “spatial

blindness” approach. Figure 3 provides an

overview of these theories of regional

development. Also included are examples

of countries that have utilized each

concept.
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The NCC has proved that
it can deliver results and
play an instrumental role
in achieving the
ambitious plans set by
Vision 2030 on a regional
and global scale.
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Figure 2: Macro and micro indicators
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Figure 3: Overview of regional competitiveness theories

Cumulative causation theory

Endogenous growth theory

Spatial blindness approach

Focuses on helping
low-performing
regions catch up

Takes a more spatial
approach and holistic
one (regional approach)

Targets support for
institutions in low-
performing regions

Does not infuse
innovation as part of the 
development process

Focuses on assets within
a region as building 
blocks for investment and 
competitiveness

Focuses on value-added
interventions and creation 
of high-value jobs

Does not focus on 
geography, but on building 
overall competitiveness 
through the nexus of 
regional assets and 
emerging opportunities

Focuses on increasing the 
prosperity and quality of 
life of citizens by focusing 
reforms and resources on 
building the capacity of 
people (people approach)

Targets support for 
systems across the board 
so that all institutions in a 
region can gain capacity, 
visibility, and good 
governance

Infuses innovation in 
every strategy and action, 
leveraging technology 
and promoting creativity

Targets people instead of 
geography. Removes 
roadblocks that prevent 
individual growth and 
quality of life

Targets reforms on 
strategies and actions 
that build sector-based 
competitiveness

Aligns skills and resources 
behind sectoral strategy 
that focuses on regional 
assets (skills approach)

Targets support for 
institutions and 
organizations that can 
enhance regional assets 
for growth

Targets reforms on 
spatial-centric 
interventions

Thailand, Serbia

Finland, New Zealand, 
Denmark, Ireland

Jordan, United Arab 
Emirates, Czech Republic, 
Cyprus

Parity

Performance

People

Provides non-regional 
specific incentives to build 
on sectoral  assets and to 
align education, skills, 
infrastructure, et al.

Provides funding to build 
the capacity of people, 
institutions, and innovation 
throughout the country, 
targeting specific 
interventions on regions 
based on their value 
propositions

Provides incentives
for investment in low-
performing regions

Focal
area

Geography Target
stakeholders

Institutions Financing

Innovation Reforms Countries utilizing the 
theoretical model/approach
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What is the successful model that 

the Kingdom of Saudi Arabia (KSA)

adopted to deliver competitiveness?

On 24 October 2019, KSA officially

launched the National Competitiveness

Center (NCC) accompanied by the World

Bank’s announcement on KSA’s Ease of

Doing Business ranking, which witnessed

an exceptional improvement moving up

30 places to rank 62nd globally. A total of

62 reforms were submitted, of which 28

were accepted, helping enhance KSA’s

ranking in 9 out of 10 pillars. The NCC

consists of four main units (summarized

below) that work together to evaluate and

monitor competitiveness and implement

the necessary reforms.

• Business intelligence and analytical unit:

will act as a research think tank within

the NCC to develop competitiveness

reports and reforms to improve the

competitiveness status and the business

environment of the kingdom.

• Execution management unit: will, with

governmental collaboration, support

and monitor reform implementation and

ensure that they achieve the desired

impact.

• Compliance unit: will conduct investor

engagement activities and provide

evidence of reform success in

addressing investor concerns.

• Communications and marketing unit: will

focus on campaigns to raise awareness

and enhance the perception of the

investment climate.

The Kingdom’s ranking in the IMD World

Competitiveness Yearbook improved

immensely, moving up 13 places to reach

26th worldwide. The Kingdom ranks 7th

within the G20 group and 16th within

North Africa and Europe. The Global

Competitiveness Report was issued at the

beginning of October of 2019 by the

World Economic Forum, and presented

the advancement of the Kingdom by 3

places to become 36th globally. It ranked

11th within the G20 group and 4th within

Europe and North Africa. Many reforms

related to the “Women, Business, and Law

Report”, published yearly by the World

Bank Group, such as the prevention of

discrimination between men and women

in the workplace, the prevention of the

dismissal of women from work during

pregnancy, and an equal retirement age

between men and women were also

implemented. The NCC also analyzed 

and prepared recommendations for the

results of a survey performed with 600

local and foreign investors, aiming to

address common challenges in economic

sectors. The NCC has proved that it can

deliver results and play an instrumental

role in achieving the ambitious plans set

by Vision 2030 on a regional and global

scale.

In conclusion, the GCC region is aiming at

diversifying and growing its economy to

reduce dependency on oil, create better

employment opportunities and induce

long-term prosperity all around. These

goals can be achieved by introducing a

mindset of competitiveness, which

creates the foundation for a sustainable

economy. Combining competitiveness

with a strong and diversified economy

contributes to the positioning of these

countries as key destinations to do

business on a global level. In turn,

because the competitiveness of an

economy is indelibly linked to prosperity

for its citizens, the countries will also very

likely experience growth and affluence on

a national scale. What remains to be seen

is how things play out in terms of existing

plans, given the altered nature of the

global business environment that has

risen as a result of the widespread 

COVID-19 virus. 

by Mustafa Ibrahim, Partner,

Consulting, and Michael Yehya,

Manager, Monitor Deloitte, Middle East

What remains to be seen is how things
play out in terms of existing plans,
given the altered nature of the global
business environment that has risen 
as a result of the widespread 
COVID-19 virus. 
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