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GLOBALISATION PROCESSES AND THEIR IMPACT
ON THE COMPETITIVENESS OF SLOVAK REPUBLIC

The article presents the results of the evaluation of the globalization impact on the competi-
tiveness of Slovak Republic through the Globalization Index KOF. The principle aim is an attempt
to standardize the attitudes to the understanding of the globalization and its measurement.
Globalization Index KOF, its construction, resources, priorities, fields, top globalised countries
chart and the position of Slovakia within it are presented.
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TTIOBAJIIBALIINHI ITPOIIECH TA IX BIIJIUB
HA KOHKYPEHTOCITPOMOZXKHICTb CJIOBAYYMHUN

Y cmammi cxonuenmpoeano ysazy na o0nomy i3 cymacnux mezampendie — 2aobaqizauii.
Taxoxnc  npedcmaeaeno  pesyabmamu ouinlogannsa  enaugy  eaobaanizauii  Ha
Koukypenmocnpomoxcuicmy Caoeauuunu wasxom sacmocysanns inoexcy KOF. Iloaoenoro
Mmemoro cmaaa cnpoba cmandapmuszayii nidxodie 0o po3yminna 2aobaaizauii ma Kpumepiie it
eumiprosanns. Sk npuxaao eumiprosanns piens 2ao6aaizauii npueedeno indexc KOF, poseaanymo
020 cmpykmypy, Kpumepii, npiopumemu y cghepax OdisavHocmi, peiimunez Haibiibw
2a06aqizoeanux Kpain, a maxoxc nozuuis Cioeauuunu é ybomy peiimunzy.

Karouoei caosa: enobanizayis; indexc enobanizauii KOF; mpancgopmayis; Crosauuuna.
Puc. 1. Taba. 2. Jlim. 16.

Janumana ITanamakosa, Anxkena Kupuuyk, Tarbsina Porayosa
TINTOBAJIN3AIIMOHHBIE ITPOITECCHI 1 UX BJIMSHUE
HA KOHKYPEHTOCITIOCOBHOCTbDB CJIOBAKUUMN
B cmamve cocpedomoueno enumanue na 00HOM U3 COBPEMEHHBIX Me2ampeHdos —

eaobaauzauuu. Ilpedcmaeaenvt pezyabmamvt OUeHKU 6auAHUS — 2aobaausauyuu  Ha
Koukypenmocnocoonocmo Caoséaxuu nocpedcmeom ucnoavioéanusi undexca KOF. Ocuosnoii
Yeavlo CMmaaa nonsIMKA CMandapmu3auuu no0xXo0068 K NOHUMAHUIO 2400a1U3auUN U KpUmepues
e€ usmepenus. B xauecmee npumepa uzmepenus yposusa eaobaauzauuu npueeoén unoexc KOF.
Paccmompena e2o cmpykmypa, kpumepuu, npuopuniemst 6 chepax 0esmeabHOCMU, pelimune
Hauboaee 2106aaU308aHHbIX cmpan, a maxyce nosunus Caoeaxuu 6 0aHHOM pelimunze.
Karoueevie caosa: enobanuzayus; undexc enobaruzauuu KOF; mpancgopmayus; Crosaxus.

Introduction

The present and the future are characterized by certain trends that reflect many
positives and negatives of the past. One of the main current megatrends is globaliza-
tion bringing the changes of various quantity, quality and intensity in business, the
process of acquiring information, shortening the innovative cycles etc. The chaos the-
ory which basic assumption is to perceive reality non-linearly is confirmed here with
reason. Marshall McLuhan's "The Gutenberg Galaxy" (1962) states that globalization
sign is "the collapse” of the time and the space as well. It's claimed that immediate
communication will destroy geographical balance and create a "large village"
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(Mesaros, 2010). Drucker (1995) named the beginning of global economics the new
reality in his books and considers the period of global economics as the beginning of
a turbulent period where turbulences transform the old economic reality and a new
reality arises.

We can perceive globalization as a continuous transformation of worldwide com-
munity with progressive mutual dependency of individuals, nations and regions not
only in economic field, but also in political, technological, ecological, cultural and
social realm, whereby multinational corporations represent still higher importance.
It's estimated that multinational corporations take control of 75% of the world trade
and employ 20% of the world work force (Pike, Selby, 1994). Globalization makes
contrasts in the form of international business cooperation but on the other hand it
causes hyper-competitiveness (Antosova, 2010). Some authors talk about "Earth
attractiveness” that means a specific economy overcoming national economics
through the ability to generate more income and gain more production factors. Tax
treatment, labor market, political situation or good geographical position also
belongs to such features in addition to traditional comparative benefits (Klinec,
1996).

The term "competitiveness" has several problems in its interpretation. It has var-
ious usages and occurs in many contexts (Jezkova, 2007). However, specification of
this term is always based predominantly on economic sphere. The use of the term
"competitiveness” in other contexts, e.g. attractiveness of chosen spatial elements is
problematic and in some cases even impossible. For instance, Krugman (1994) claims
that corporations, not countries, compete with each other. The shift of the term
"competitiveness" to other, broader areas appears as a necessary change resulting from
the processes of economical or social transformations, that is globalization.

The collision between the current global economic, social and civilization reali-
ty and fragmentary local vision of economical, social and civilization problems is
today undoubtedly one of the key sources of global human crisis (Klinec, 1996).

Evaluation of the globalization impact on the Slovak economiy through the
Globalization Index KOF

When we look at the position of Slovak Republic within the global competitive-
ness chart we can see that this country has decreased in 2 positions compared to 2011
and has ended up at the 71st position in the evaluation chart of 144 countries. This is
the result from "The Report on Global Competitiveness 2012—2013" published by the
World Economic Forum (WEF). It is historically the worst position of Slovak
Republic since 1997 when the country was ranked first. Slovakia has the position of
the third the least competitive EU country, lower in the chart are only Romania (78th
position) and Greece (96th). The survey proceeded from February to April 2012 and
more than 14 ths managers all over the world joined it. Slovak Business Alliance
(PAS) coordinated the survey in Slovakia and spoke to 220 large corporations and 220
SMEs randomly chosen according to World Economic Forum methodology.

Slovak Republic decreased in the chart for the sixth time in a row and falls
behind other V4 countries more significantly. The main barriers, reducing its com-
petitiveness, are ineffective public institutions, low law enforcement (140th position
among 144), high deficit of public finance and weak public expenses effectiveness
(112th), low education system quality (120th), ineffective labor market, bureaucracy,
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clientelism and corruption (138th), extremely low public trust towards politicians
(136th) and high administrative charges in business (132th). Slovak Republic is also
experiencing the escape of talented people abroad (122th), low judiciary independ-
ence (115th) and the nature of competitive advantages built rather on cheap work-
force rather than on advanced technologies (115th).

Among the most significant competitive advantages of Slovak economy are: the
openness of Slovakia to foreign ownership of corporations (2nd), low customs barri-
ers (6th), legislation supporting foreign investments (8th) and technological forward-
ness of investors coming to Slovakia (9th). Legislation concerning lien and bankrupt-
cies (11th), high correlation between the level of wages and labor productivity (14th)
and low terrorism risk (24th). Other advantages of Slovakia are Internet prevalence
(26th), developed competition at home market (27th), capital country rating (30th),
healthy bank sector (32th), forwardness of production processes (34th), cell phone
and Internet coverage (35th), the usage of developed marketing tools by corporations
(38th), the availability of research and practice centers (40th), access to finance
(42th), high university education rate (42th) and the prevalence of broadband
Internet connection (44th) (KOF, 2013).

Table 1. Selective ranks in the global competitiveness ranking by the World
Economic Forum

Global Competitiveness Index (GCI)
Country GCI 2012 / position | GCI 2011 / position Change 2012 - 2011
Switzerland 1 1
Singapore 2 2
Finland 3 4 I
Sweden 4 3
Netherlands 5 7 I
Germany 6 6
USA 7 5
Great Britain 8 10 I
Hong Kong 9 1 I
Japan 10 9
Czech Republic 39 38
Poland 41 41
Hungary 60 48
Slovak Republic 71 69

As we can see in Tablel, Switzerland is at the top of the chart for the fourth time
in a row. Singapore came to stay at the second position and Finland is the third, substi-
tuting last year Sweden (4th). Northern and West European countries dominate at the
first 10 positions of the chart where the list of the most competitive economics is com-
plemented by the Netherlands (5th), Germany (6th) and Great Britain (8th). There we
can find only 3 not European countries — the USA (7th), Hong Kong (9th) and Japan
(10th). Czech Republic has decreased by 1 position and ended up at the 39th rank,
however, still remaining the leader in the region of V4 countries. Poland came to stay its
last year's 41st position and Hungary lost 12 positions and got the 60th rank.

We use more methods to determine the globalization level. The best known index
methods are: the Maastricht globalization index (Martens, Raza, 2008), the ATK/FP
globalization index (A.T. Kearney/Foreign Policy, 2007), the G-Index (Randolph,
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2001), the Globalization Index by Ernst&Young or Globalization Index KOF (GI).
Further, we will focus on the last of the mentioned indices used by the Swiss institute
ETH. Observed areas of general globalization are: economic (EI), social (SI) and
political (PI). The index uses particular sub-indices and partial indices related to
actual economic flows, commercial limitations, personal contacts data, information
flow data and cultural closeness data for their sizing (Nemeckova, 2011).

The variables are usually expressed in nominal economic output or per one
inhabitant in order to eliminate incommensurability of variables consequencing from
various geographical factors of particular countries and the number of inhabitants.
Country extent, as the isolated parameter, is an irrelevant measure factor for global-
ization processes. As a part of complex parameter group along with the level of eco-
nomic development (GDP, retirement per one inhabitant etc.) we can think about
country extent as a globalization factor. Small open economies have the tendency to
overrun large economies in global interconnection having also the comparable level
of economic growth.

We determine the overall globalization level (GI) by valued arithmetic average
from economic (EI), social (SI) and political globalization (PI). This development in
the observed period from 1993 (the establishment of Slovak Republic) to 2008 is cap-
tured in Figure 1.
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Source: Developed by the authors.
Figure 1. Development of the overall KOF Index of Globalization (Gl) and its
sub-indices (El, SlI, PI) for Slovak Republic in the period 1993-2008

In the development of particular sub-indices (EI, SI, PI) we can note in Figure
1 the fact that the Slovak Republic had specific transfers within globalization process-
es. The biggest transfer noticed is between 1994 and 1995 at SI level that increased to
24,05 rate. On the contrary, the greatest decrease occurred between 2001 and 2002
when EI decreased in 5,05. Between 2003 and 2004 the EI level increased in 6,58
whereby the previous decrease was equal and EI again had an increasing tendency.

The final ranks of KOF top 10 most globalized countries belong to V4 countries
and the USA with the emphasis on the position of Slovak Republic (see Table 2). It is
based on the results actualized and published in April 2011 having the data on 208
countries. The indices given here are in % to GDP (KOF, 2013).
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Table 2. The KOF Index of globalization for the top 10 globalized countries,
USA and V4 (% of GDP)

No.| Country GI |[No| Country EI |No.| Country SI |No.| Country PI
1 |Belgium 92,60 | 1 [Singapore |96,80| 1 Switzerland |92,36| 1 |France 98,43
2 |Austria 91,67 | 2 [Luxemburg |93,11] 2 |Austria 91,74 | 2 |Italy 98,37
3 |Netherlands | 91.17| 3 [reland 92,93| 3 Belgium 90,43 | 3 |Belgium 98,13
4 |Sweden 89,26 | 4 Malta 91,98| 4 |Canada 89,46 | 4 |Austria 97,37
5 |Switzerland | 88,98 | 5 Belgium 90,95/ 5 Netherlands |88,91| 5 |Spain 96,62
6 |Denmark 88,96| 6 |Netherlands|90,72| 6 [Denmark 87,72| 6 |Sweden 96,30
7 |France 87,65| 7 Hungary 89,83| 7 |Great Britain| 87,16 | 7 [Netherlands| 95,11
8 |Hungary 87,62 | 8 |Estonia 89,20| 8 |France 86,30 | 8 |Portugal 95,08
9 |Portugal 87,28 | 9 |Bahrain 88,49| 9 |Sweden 85,80| 9 |Poland 94,90
10 |Ireland 86,45 | 10 Sweden 87,90| 10 Slovak Rep. | 85,41 | 10 |Canada 94, 64
12 |Czech Rep. | 86,33 | 14 |Czech Rep. |86,56| 15 (Czech Rep. |83,94| 15 |[USA 93,60
15 [Slovak Rep. | 85,30 | 19 |Slovak Rep.|84,77| 18 Hungary 81,94 | 21 Hungary 92,87
27 [USA 79,84 | 49 |Poland 72,34] 25 [USA 78,36 | 31 |Czech Rep. | 89,54
28 [Poland 79,67 | 50 [USA 71,64| 29 [Poland 76,37 | 46 |Slovak Rep.| 85,89

Source: www.globalization.kof. ethz.ch.

The table figures demonstrate that Slovakia belongs to the top 15 most globalized
countries in the Globalization Index KOFE It occupies the third position among V4
countries but there is still a gap in comparison to the world power (USA). Slovakia
belongs to the top 10 globalized countries within the social globalization (SI) sub-
group. Slovakia occupies only 46th position on political globalization (PI) which gen-
erally is the most developed of all globalization elements.

If we ignore the economic globalization level of Switzerland and Singapore that
are the highest ranked global competitive countries (GCI), the rates of all other top
10 countries would be ranked out of the top 10 most politically globalized countries.
Numerical data on particular sub-indices show that Slovakia belongs to the most bal-
anced globalized countries in all the monitored sections.

Conclusion

From the worldwide point of view, an effort to monitor and analyze the develop-
ment of globalization brought the standardization of the processes for measuring
globalization. Despite the explicit focus in exactness and correctness, it's still neces-
sary to pay regard to the way how standardized indicator (Globalization Index) is
constructed, which variables are included and how priorities are determined. This
would enable correcting the analysis and conclusions.

The aim of the article was to evaluate the impact of globalization processes on
the competitiveness of Slovakia as well as the comparison of the present level with
other globalized countries upon the comparison of the chosen sub-indices in a par-
ticular time period and to describe the perspective trends and adequate adaptation
strategies. Another objective was to present a space for the study on globalization risks
and coexistence with them as a time phenomenon that the world, the EU, Slovakia
and its inhabitants will have to cope with in the near future (Palascakova et al., 2011).

As the Slovak economy is open, closely connected with the EU, serious world
economic problems have their impact on Slovakia. The main group of risks is related
to the life in debt, as the EU competitiveness decreases and the world economy moves
from Atlantic to Pacific area. It can be said that Lisbon strategy was just a wishful
thinking (WEF, 2011). The problem of the EU is its high dependency on external
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energy sources, speaking nothing of demographical impacts. State debt (see for
instance Greece and PIIGS) within the Eurozone is another risk (Stanek, 2010).

Basing on the comparison of particular sub-indices of Globalization Index KOF
for Slovakia with 10 most globalized countries completed with V4 countries and USA
we come to the conclusion about the globalization impact on the Slovak economy.
Globalization Index KOF shows that Slovakia is a strongly globalized country among
the top 15 most globalized countries. Slovakia is also the third within the V4 group but
still in better position than the world power USA.

It means that it's worth to follow the changes in the impact of globalization in
Slovakia. However, we can use other known index methods presented in the article in
order to objectively consider the globalization levels.
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