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ABSTRACT

The period of temporary economic isolation caused by the Covid-19 pandemic has affected the
economies of all countries in the world. After quarantine and the gradual restoration of the activity of
all economic sectors, competition in the world market will intensify. Countries will promote strategies
for economic growth, improving economic security, increasing exports, and protecting domestic
producers. Given the fact that resources are limited and exhaustible, it is necessary to correctly identify
priority sectors when developing strategies. For this purpose, the competitiveness index can be used,
since competitiveness is one of the main characteristics that allows anyone to determine its position on
the market, and increasing competitiveness ensures victory in the competition. The novelty and purpose
of the study is to develop two new integral indices, and to improve one symmetric index of comparative
advantage developed earlier. Some of empirical and theoretical methods were used in this research:
abstraction, the method of ascending from the abstract to the concrete, comparison, measurement,
analysis and synthesis, economic and mathematical modelling. To identify priority sectors, the author
used the developed indices to assess the competitiveness of goods, not only on the foreign market, but
also on the domestic market. This study can serve economists as a tool for assessing the competitiveness
of goods, identifying the strengths and weaknesses of the goods offered, in the context of developing
measures to increase competitiveness, which will increase the profitability of entrepreneurship.

Keywords: competitiveness of goods, integral index, symmetrical index of comparative
advantage, internal market, foreign market, monofactorial models, bifactorial models, Republic of
Moldova.

Perioada de izolare economicd temporard, cauzatd de pandemia Covid-19, a afectat economiile
tuturor tdrilor lumii. Dupd iesirea din carantind si restabilirea treptatd a tuturor domeniilor economice,
se va acutiza concurenta pe piata mondiald. Tdrile vor promova strategii de crestere economicd, sporire
a securitdtii economice, majorare a exportului, protejare a producdtorului autohton. Tindnd cont de
faptul, cd resursele sunt limitate si epuizabile, la elaborarea strategiilor este necesar corect de

......

elaborarea a doi indici integrali noi, si imbundtdtirea unui indice simetric al avantajului comparativ
elaborat anterior. In studiul dat au fost utilizate urmdtoarele metode empirice si teoretice:
abstractizarea, metoda ascensiunii de la abstract la concret, comparatia, mdsurarea, analiza si sinteza,
modelarea economico-matematicd. In scopul determindrii ramurilor prioritare, autorul a utilizat indicii
elaborati la estimarea competitivitdtii bunurilor nu numai pe piata externd, dar si pe piata internd.
depistarea punctelor tari si slabe ale bunurilor oferite, in contextul elabordrii mdsurilor de sporire a
competitivitdtii, care ar asigura majorarea profitabilitdtii activitdtii de antreprenoriat.

Cuvinte-cheie: competitivitatea bunurilor, indice integral, indice simetric al avantajului comparativ,
piata internd, piata externd, modele monofactoriale, modele bifactoriale, Republica Moldova.
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Ilepuod epemeHHOU 3KOHOMUYeCKOU U30/5Yul, 8bl36aHHOU naHndemueli Covid-19, 3ampoHyA
39KOHOMUKU 8cex cmpaH mupa. [locie kapaHmuHa u nocmeneHH020 80CCMAHo8/eHuUs1 desimeabHOCmuU
8ceX 3IKOHOMUYECKUX CeKMopos8, KOHKYPEHYUsS HA MUPOBOM pblHKe ycuaumcsi. CmpaHel 6ydym
npodeuzams cmpamezuu IKOHOMUYECKO20 pOCMd, NOBbIWEHUs] 3IKOHOMUYECKOU 6e30nacHocmu,
yee/iu4eHus1 IKChopma, 3awumsl 0mevyecmseHHO20 npouzsodumest. Yaumoigass mom ¢pakm, 4mo pecypcwl
02paHu4eHvl U ucyepnaemvl, He06Xo0UMO Npasu/bHO ohpedeaums npuoOpumemHsvle ompacau hpu
paspabomke cmpamezuli. {451 amotl yeau Moxcem 6bimb UCNO0.16308aH UHOEKC KOHKYPEHMOCNOCO6HOCMU,
Mak Kak, UMEHHO KOHKYPEHMOCNOCOGHOCMb 518.15emcsl O0HOU U3 OCHOBHbIX XAPAKMEPUCMUK, Komopasi
nosgo./isiem onpede/ums NO3UYUI HA PbIHKE, d NOBblUEHUE KOHKYPEeHMoCcnocobHocmu obecneyusaem
no6edy 8 KOHKypeHmHoll 6opvbe. HogusHa u yeas uccaedosaHusi cocmoum 8 paspabomke 08yX HOBbIX
UHMe2panbHbIX UHOEKCO8, U YCO8epUEeHCMB808AHUU 00H020 CUMMEMPUHHO20 UHOEKCA CPABHUMENbHO20
npeumyujecmsa paspabomaHozo paHee. B 3Imom uccsedosaHuu UCNO/Ab308AIUCHL — CAedyoujue
amnupuyeckue U meopemuveckue mMemoodsl: abcmpakyusi, Memod 80cxoxcdeHuUs1 om abcmpakmHoz20 K
KOHKPEemMHOMY, CPA8HEHUe, U3MepeHUe, AHAAU3 U CUHIMe3, IKOHOMUKO-MAMeMamu4eckoe MooeauposaHue.
/1151 onpedeseHusi npuopumemHbsix ompacelti, agmop Ucno/1b308a/1 pa3pabomaHHble UHOEKCbl 0151 OYeHKU
KOHKYpeHmoCcnoco6HOCmu moeapos, He Mo/1bKO Hd BHEWHEM PbIHKE, HO U Ha 8HYMpeHHeM pbiHKe. [JaHHoe
uccnedosaHue Moxcem CAy#UMb 0189 35KOHOMUCMO8 8 Kadecmee UHCMpYyMeHmapusi OYeHKU
KOHKYpeHmocnoco6HoCmu mosapos, 8bls16/1eHUs1 CUMbHBIX U C/A6bIX CMOPOH nped/ia2aeMblx Moeapos, 8
KOHmMeKcme paspabomku Mep Nno NOBbIUEHUK KOHKYPEHMOCNOCOOGHOCMU, Komopble ob6ecnevyam
nosbluleHue npubbLILHOCMU NpednpuHUMame.1bcmad.

Knaiwuesvle canoea:  KOHKypeHMocnocob6Hocms — moeapd,  UHMez2paabHbulll  UHOEKC,
CUMMEMPUYHbLIU UHOEKC CPpABHUME/NbHO20 NpeumMywecmad, 8HYMpeHHUU pPbIHOK, 8HEWHUL PbIHOK,
odHoakmopHble Modeau, dgyxgpakmopHuie modesau, Pecnybauka Mosadosa.

INTRODUCTION

2020 is a difficult year. World economies are waiting for an economic crisis. In order to
withstand the conditions of reduction of payments in the state budget, increasing unemployment and
decreasing the solvency of the population, countries will have to pursue a policy of protecting
domestic producers.

Moldova's economy is more vulnerable than the economy of trading partners. In order to
withstand the conditions of political and economic instability, this year’s natural cataclysms,
reduction of remittances, technical unemployment during the Covid-19 pandemic, decreasing of
population incomes, Moldova should reassess its resources, make rational decisions in the field of
financial support and correctly identify priority sectors, produce and offer competitive products on
both domestic and foreign markets. Therefore, it is relevant to develop indices that would allow the
quantification of the competitiveness of domestic goods depending on several factors; and these
indices can be used to identify the priority branches of industry.

The purpose of the research is to develop indicators to assess the competitiveness of domestic
goods in the internal and external markets, which would take into account the factors influencing
competitiveness, based on the availability of statistical data.

Methods of the study are the index method, economic and mathematical modelling. This study
is a continuation of the author's research previously published in following articles:

v" Quantifying the comparative advantage of domestic goods on the internal market. In: The
Journal Contemporary Economy. 2018, volume 3, issue 1.

v' Classification of the competitiveness’ factors and new approaches to assessing the
competitiveness. In: Economy and sociology. 2018, no. 2.

The novelty of this study consists in the elaboration of two integral indices of competitiveness,
one for estimating the competitiveness of domestic goods on the internal market, the second for
quantifying the competitiveness of goods on the external market and determining the priority
branches of industry.

THE SCIENTIFIC APPROACH OF THE TOPIC IN THE LITERATURE

The competitiveness of goods can be calculated using a comparative advantage index or an
integral index. The research objectives are to improve the first index and to develop the second one.
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The object of study of most domestic and foreign economists is the competitiveness of the
enterprise and not the competitiveness of goods. As the main objective of trade policy is to promote goods
on the external market, research is mainly carried out on the competitiveness of goods on this market, but
there are very few studies on the competitiveness of goods on the internal market. This trend created the
following situation: despite the fact that the Republic of Moldova is an agricultural country, for some goods
it partially lost its own market, and the share of imports of tomatoes, cucumbers, other agricultural
products and foodstuffs is gradually increasing. The countries of origin of these products are Turkey,
Ukraine, Romania, Poland, Belarus, Northern Macedonia, but not Moldova.

The competitiveness indices cited in the scientific literature assess the comparative advantages
of goods, especially on the external market (Balassa et al. 1989; Group 1994; Dalum et al. 1998; Siggel
2006; Berkowitz et al. 2006; Hidalgo et al. 2007; Yu et al. 2009; Hausmann et al. 2011; Costinot et al.
2012; Barter 2014). On the other hand, as mentioned, the assessment of goods’ competitiveness on
the internal market is neglected.

Moldavian economists argue that the main methods of quantifying competitiveness are the
differential and complex methods.

In case of the differential method, the competitiveness is evaluated “as the ratio between the
values of the parameter of the analyzed goods and of the commodity taken as a basis of comparison.
As a parameter there can be used price, production and sales cost, indices of goods quality, such as
reliability, durability, maintainability” (Popa et al. 2017: 80).

The calculation of competitiveness based on specific indices has both advantages and
disadvantages. The advantage of the described method is that it allows to identify the competitive
advantages of the studied object, and the deficiency of the differential method is that the assessment
of competitiveness in relation to one parameter is not representative. Therefore, it is necessary to use
this method together with a complex method.

The complex method consists in calculating group indicators for regulatory, technical, economic
parameters and an integrated index of goods’ competitiveness (Popa et al. 2017: 80-81; Safiullin et al.
2008: 84-85). This method is often used, but it is also not perfect. A significant shortcoming of the
complex method is that consumer preferences are not taken into account.

In addition to the mentioned methods, there is a third method - the mixed method, which
consists in combining specific and integral indices.

All these methods contain common shortcomings:

v They do not take into account that the world economy is constantly changing and new
factors appear to influence competitiveness;

v" Product life cycle phases are not taken into account;

v" Insufficiency of the information base.

A comparative analysis of competitiveness assessment methods used in the research of modern
scientists has shown that both simplified indicators and complex models are used.

An example of a simplified method is one based on the calculation of the ratio of quality and
price (Safiullin et al. 2008: 83):

K, =2 (1)
j
PJ

where:

K; - the competitiveness coefficient of goods j;

Cj - the quality of goods j;

P; - the price of goods j.

»The goods with an optimal ratio of these characteristics are the most competitive” (Safiullin et
al. 2008: 83).

The complex models developed in recently published scientific papers relate to assessing
competitiveness at the sector, enterprise level, in the context of promoting economic policy, but not
competitiveness of goods:

v’ Michael Peneder’s Iceberg Model (Peneder 2017:839);

v IQCP Model (Innovation, Quality, Competitiveness and Performance) (Al-Shuaibi 2016:101).
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However, these models can be adapted to assess the goods’ competitiveness.

According to the Iceberg model, the main goal (the tip of the iceberg) is productivity, because
»this indicator is able to aggregate the influence of many relevant variables” (Peneder 2017:838). In
the author's opinion, the idea underlying the development of this model can be used to estimate the
competitiveness of the goods, it is only necessary to select those indicators that are relevant and
reflect factors affecting the competitiveness of the goods.

Evidence that the reasoning of Michael Peneder can be used not only to assess competitiveness
at the mesoeconomic level, but also at the microeconomic (commodity) level, can be provided by the
following cause-effect relationships:

v An increase of labor productivity leads to a decrease of production cost and price, so the
commodity becomes more competitive;

v Theincrease in labor productivity can be achieved through the use of advanced technologies,
innovations, therefore, in addition to increasing labor efficiency, there is an increase in the quality of
goods, which is one of the factors of competitiveness.

SYMMETRIC INDEX OF THE COMPARATIVE ADVANTAGE OF THE DOMESTIC GOOD ON
THE INTERNAL MARKET: IMPROVEMENT AND APPLICATION

Taking as a basis the previously developed algorithm (Gutium 2018:41-42) and modifying it,
eliminating the discovered shortcomings caused by the instability of trade relations that leads to a
significant increase of stocks of goods, the author obtained the calculation formula described in
equations 2 and 3. For example, the share of changes in stocks of canned vegetables and fruits in
the volume of production and the volume of imports amounted to 52.9% in 2017, and in 2018 it
was only 18.3%.

Q™ +[@ +Qr )-Q- - (X, + X/ ) —CS, + (M, + M, ]

ICAD;F = — ) (2)
> Q% + 2@ +QM)-Qr (X, + X! ) ~Cs; + (M + M/ )
SICAD/F = :(C:%iij x100% (3)

I
where:

QiDSE - volume of demand for goods i on the domestic market, taking into account the shadow
economy;
ICADS® - index of comparative advantages of goods i on the domestic market (in relation to

imported one, taking into account the shadow economy);
SICAD?F - symmetrical index of comparative advantages of goods i on the domestic market;

Q., Q", Q' - production volume of goods i, hidden production (H), lohn production (L);
X;, X/ - exportof goods i, illegal (I) export;

CS,; - change in stocks of goods i;

M;, M. -importof goods i, illegal (I) import.

The following sources of information were used to calculate SICAD*:

v Production in natural expression by types of products;

v"Indicators regarding the circulation of industrial production in the Republic of Moldova
competitiveness;

Retail trade by type of goods;

Harvest of main agricultural crops;

Harvest of fruits, berries and grapes;

Production of main animal products;

Volume of export and import by types of products; etc.

Volumes of hidden production, illegal import and illegal export in the goods division were

ANANANAY
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calculated on the basis of the adapted inter-branch model (Gutium 2018: 41-42). The author used
equation 3 to assess the competitiveness of more than 200 goods on the domestic market for 2014-
2019. Table 1 shows the results of calculations for some goods.

The analysis of the dynamics of the comparative advantage index in the goods division showed
that wheat, meslin, barley, oats, corn, sorghum grains, other grains are competitive on the domestic
market. In recent years, the comparative advantages of both wheat and wheat flour have increased
(table 1).

Table 1
Symmetrical index of comparative advantages of goods on the domestic market
2014 | 2015 2016 2017 2018 2019* |
Wheat, meslin, barley, oats, corn, sorghum

grains, other grains 38,06 | 36,74 | 36,58 | 3515 | 37,33 | 38,01*

Wheat or meslin flour 26,87 | 26,60 | 16,34 | 21,62 | 23,56 | 24,00*
Vegetables, fresh or chilled 33,87 | 30,64 | 30,54 | 30,70 | 29,81 | 29,73*
Milk and cream, w1th_out or with added 30,71 | 30,81 | 2508 @ 20,71 | 2562 | 2631*
sugar or other sweetening matter
Cheese

2660 | 2799 | 2681 | -46,82 | -3645 | 5. .

Sunflower-seed oil and its fractions 32,01 | 30,68 | 30,80 | 23,97 | 26,81 | 27,00*
Sausages and similar products, of meat, 38,08 | 3720 | 3711 @ 3552 | 3779 | 3597+
meat offal or blood

Beet sugar and chemically pure sucrose, in
solid state

Centrifugal pumps

36,17 | 36,09 | 1399 | 17,77 | 30,53 | 33,10*

-97,22 | -96,39 | -99,81 | -93,87 | -95,86 96,43*

Woodworking machine tools 100,0 | 9357 | 86,25 | -100,0 | -99.74 99.80*

Wool yarn 37,61 | 36,35 | 34,02 | 32,72 | 32,54 | 32,59*
Carpets and other floor coverings 4129 | -46,68  -36,14 | -57.69 | -49,00

53,90*

Stockings, socks and the like 7081 | 7171 | 6849 | -73.60 | -77.50 . .12*
Footwear R
-64,95 | -50,14 | -48,88 | -52,88 | -47,40 48,41%
Natural sands 38,83 37,42 36,25 35,49 37,82 | 36,74*
Cement 38,23 30,37 | 30,44 | 32,97 34,31 | 34,60*
Lime for construction 95,61 | -8556 | -9563 | -82,63 93,80 | . o,

Registers, account books, notebooks, order
books, receipt books, letter pads, diaries | 20,38 | 15,28 | 23,69 | 12,46 8,93 5,88*
and similar articles

Organic surface-active agents (other than

soap); surface-active preparations, 7706 | 9939 | -9998 | 7915 | -69 29 -
washing preparations and cleaning ’ ’ ’ ’ ’ 69,90*
preparations

Note: *) the calculations are performed based on provisional statistical data.
Source: Elaborated by the author.

Sausages made in Moldova are competitive on the internal market. In 2018, the Symmetrical
Index of Comparative Advantages on the Domestic market (SICAD) of sausages and similar products
increased by 2.27 percentage points. This growth was caused by a rise in consumer preferences for
the purchase of sausages of domestic production and, accordingly, a reduction in demand for those
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imported. Imports of these goods diminished by 24.2% compared with 2017. Namely, a growth of the
import price by 16.1% affected the decrease in the demand for imported sausages. In the future, this
product will not be able to expand its sales markets abroad, as the domestic livestock sector is in
decline.

According to the author’s calculations, in 2019 sunflower oil had comparative advantage of
27.00% on the domestic market. The competitiveness of this product is increasing on foreign markets.
The increase in demand for vegetable oil made in Moldova by 23.61% on the market of European
Union is due to the relatively low price of the delivered goods, which decreased by 8.35% compared
to the previous year. The main European markets are Spain and Italy.

Vegetables are competitive on the domestic market, but not on the foreign market. During the
years 2017-2019, the competitiveness of vegetables on the domestic market decreased due to acute
competition. In 2018, the import of this category of goods registered a higher volume than that
achieved in 2017 by 88.45%, and in the following year (2019) it increased by 6.62% compared to
2018.1n 2019, the main importer of cucumbers was Turkey (71.60%), carrots, beets and other similar
edible roots - Belarus (63.57%), tomatoes - Turkey (58.12%), onions and other allied vegetables -
Russian Federation (57.51%), cabbage - Northern Macedonia (41.32%).

Cheese, cottage cheese, feta cheese made in Moldova had comparative advantages on the
domestic market compared to imported analogue goods up to 2016. But starting with 2017, this kind
of goods got comparative disadvantage, because, in that year, the volume of its production suddenly
decreased by 79.93% compared to the previous year. In addition, consumer preferences have
changed in favor of quality ones, which are high in milk fat. According to the results of studies
conducted in 2015-2016 by the Eastern European Foundation (FEE) and in 2017 by the Center for
Applied and Certified Metrology (CMAC), ,the milk fat content of a large number of dairy products
manufactured in Moldova is very low and does not correspond technical regulations on dairy
products” (Logos press 2018).

The author's calculations showed that some of the goods of the agro-industrial branch, which
were not competitive, could become more competitive if the domestic producer would be supported
by the state.

The analysis of comparative advantage of machine building industries’ merchandises showed
that the goods produced by the German company Draxlmaier, which deliver electrical equipment, had
the biggest advantages on the foreign market. However, this commodity has not comparative
advantage on the domestic market, because it is lohn production, and it is not offered on the internal
market.

Light industry goods have a comparative disadvantage, but the majority of building materials
produced in the Republic of Moldova have comparative advantages on the internal market, since from
the point of view of minimizing transportation costs it is more profitable to buy domestic goods than
imported. One of the conditions for the development of this industry is a stable increase in disposable
income and an increase in the well-being of the population.

During the years 2017-2019, the competitiveness of the manufacture of registers, account
books, notebooks, order books, receipt books, letter pads, diaries decreased. Organic surface-active
agents, surface-active preparations, washing preparations and cleaning preparations had a
comparative disadvantage during the period under review (table 1). This branch has potential. Taking
into account that the Covid-19 pandemic caused the increase of the demand for soap, disinfectant
solutions, an effective management would ensure the increase of the competitiveness of these goods
on the domestic market.

A NEW INTEGRAL INDEX FOR QUANTIFYING THE COMPETITIVENESS OF GOODS:
ELABORATION AND APPLICATION

The second task proposed by the author is to develop an integral index of the competitiveness
of domestic goods on the internal market.

In the case of the integral index, a certain algorithm is used, which takes into account the factors
of competitiveness. Some of the factors are estimated numerically, and others are qualitative. In the
literature, the set of factors differs from one author to another, contains quantitative and qualitative
factors (Sorokina et al. 2010:214), or only qualitative factors (Moseiko et al. 2017:4). The author
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proposes another algorithm for assessing the competitiveness of goods, which differs from those
already known. The new algorithm takes into account the competitiveness factors of the goods listed
in the previously published article (Gutium 2018:67).
The author's proposal consists in calculating, in the first stage, the following indicators:
P, q°. s*. e’ f
CP=_m’ Cq:—m, CS:S—m, Ce:e—m, Cf :F’ (4)
where:

Cp, Cy, Cs, C., Cr- competitiveness of the domestic goods, in relation to the imported goods, by
price (p), by the quality of the goods (q), by after-sales service (s), by marketing elements (e), by
psychological factors (f);

P9, q9, s9, eq, fe — indicators of the analyzed domestic goods;

pm, gm, sm, em, fm — indicators of the imported goods.

The integral index of competitiveness (Ic) can be calculated according to the following formula:

|C:Ci+b2xcq+b3xcs+b4xce+b5xcf, (5)
p
b+b,+b;+b, +b, =1, (6)
where:
b, b,, b;, b,, b, - significance coefficients of competitiveness factors (p, g, s, ¢, f).
If the significance of the factors to the consumer is identical, then:

b =b,=b;=h, =b =0,2. (7)

The value of the impact of the price factor and the quality factor depends on the well-being of

consumers. Price-quality ratio can be represented by a function dependent on the disposable income

of consumers, in the case of a good manufactured by a particular producer (equation 8), and by a

function dependent on the welfare of the population, in the case of a group of similar domestic goods
(equation 9):

b2

2=f(Y-T), (8)
p = 1-T)

L) o
by

where:

Y - consumer income;

T - income tax;

PIB - the gross domestic product;

N - the number of habitually resident population.

The good is considered competitive when the integral index of competitiveness (/) reaches
values greater than or equal to 1.

According to the author, among the factors of competitiveness, the first, which has to be
evaluated, is price. Today, in the Republic of Moldova, a large part of the population prefers a cheap
and relatively low-quality product, and not an expensive and high quality one. The causes of this trend
are the low solvency, the devaluation of the national currency, inflation, wage retention, the wage gap,
economic impact of the Covid-19 pandemic.

In 2018, the minimum subsistence, based on the stable population, was 1891 lei, the average
monthly income available per person was 2060.2 lei, and in 2019 the indicators based on the
habitually resident population were corresponding 2031.2 lei and 2880.6 lei. The comparative
analysis of the minimum consumption basket with the disposable income of the population on
quintiles showed, that in 2018, the disposable income of 40% of the stable population is lower than
the subsistence minimum. Quintile II recorded the disposable income of 1824.1 lei, which is 96% of

the minimum consumption basket (BNS 2020). Generalizing the above, we conclude, a considerable
part of the population, places the price first in the list of parameters for assessing the competitiveness
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of domestic goods on the internal market. This tendency is cause by the relatively low level of income.

Domestic enterprises that promote manufactured goods on both domestic and foreign markets
take into account national, regional and international standards, such as ISO, IEC, IEC and others. At
the stage of assessing competitiveness in relation to quality, the parameters of goods are adjusted to
the standards in force on the market. In the case of the internal market, comparative analysis is
performed with the parameters of the imported analogue commodity. It is necessary to establish the
compliance of the product parameters with the mandatory standards and regulations, which
determine the level and limits of these parameters. If at least one of the parameters does not
correspond to the mandatory level, which is prescribed by the current rules and standards, the goods
cannot be considered competitive, regardless of the result of the comparison of other parameters.

Considering that four of the five groups of competitiveness factors need to be assessed by
experts, the author offers a new approach to assessing the competitiveness of goods by quality on the
domestic market, which allows making calculations based on available statistical data.

In developing a new approach, the author took into account that the higher the quality of the
product, the higher the income elasticity of demand will be. Consequently, the competitiveness of
domestic goods in relation to imported goods in qualitg can be calculated as the ratio between the

income elasticity of demand for domestic goods (E,al and the income elasticity of demand for

imported one (E,m):

_EF AQa%/AQ”‘% _AQ% _ Qa/(sQ"‘ 10)
TE" A%/ A% AQ"% Q) Q™
So:
q:5meQa’ (11)
6Q" Q
where:

Q7 - the volume of the domestic goods realized on the domestic market;

Qm - the volume of the imported goods realized on the domestic market;

I - disposable income.

Because elasticity can take both positive and negative values, we can encounter four situations.

5Qa>0 5Qm>0.

Casel: - - (12)
Q Q

Case II: 5Q: >0 5Qmm <0. (13)
Q Q

Case III: 5Q: <0 5Qmm >0. (14)
Q Q

Case IV: 5Q: <0 5Qmm <0. (15)
Q Q

In case I we will apply equation 11 for the calculation €y, and in case Il we will consider that
Cy=1, while in case III we will estimate C,=0.
For case IV we will modify equation 11, and we will use the following formula:

C, :[1+ 5Qaa j/(1+ 5Qmmj. (16)
Q Q

The merchandise is competitive in quality if, as a result of the calculations, we get values greater
than or equal to 1.

In table 2 mono-factorial models of the competitiveness of goods are presented horizontally,
and nonlinear bi-factorial models are above the diagonal.
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Table 2
Components of mono-factorial and nonlinear bi-factorial models of goods’ competitiveness

: Quality of | After-sales  Marketing Psychological
Price :
Factors goods service elements factors
{2 RGN
1
b —

] q S e f
Price (p) D by D by D by D bis D
Quality of goods (q) b, q b3 s b,, e b f
After-sales service (s) b;s b,, se by s f
Marketing elements (€) b,e b,.ef
Psychological factors (f) b, f

Source: Elaborated by the author.

Not all five groups of competitiveness factors are influencing factors for all kind of goods. For
example, in the case of basic necessities, such as bread, dairy, the main influencing factors are price
and quality, and the influence of the after-sales service factor is zero. Therefore, the competitiveness
model of goods can contain only two exogenous variables, and the model can be linear or nonlinear.

In analyzing the results, we will focus on the agricultural sector, because Moldova is an
agricultural state, and on manufacturing industries, because namely a developed industrial state, and
not an agrarian state, can ensure a sustainable growth of the national economy.

The author applied the developed integral index to assess the competitiveness of some goods
and presented the results of the calculations in table 3.

Table 3

Integral index of domestic goods on the internal market

Wheat and meslin 1,82 1,34 1,36 1,81 1,19 1,42
Barley 1,25 1,26 1,01 1,00 1,40 1,48
Potatoes 1,02 1,53 1,48 1,53 1,63 1,53
Tomatoes, fresh or chilled 1,74 1,42 2,33 3,36 2,57 2,31
Onions and other allied vegetables 1,49 1,14 1,69 2,60 1,60 1,99
Cucumbers and gherkins, fresh or chilled 2,51 2,67 3,46 4,76 3,75 3,56
Grapes, fresh or dried table varieties 4,15 3,80 3,31 5,62 6,85 6,01
Apples, pears and quinces, fresh 6,27 2,47 3,43 3,47 3,14 3,16

Apricots, cherries, sour cherries, peaches | 7,76 6,94 5,59 3,53 3,53 5,30
(including nectarines), fresh plums
Milk and cream, without or with added | 2,08 2,22 1,79 1,25 1,16 1,67*
sugar or other sweetening matter
Crude sunflower-seed oil and safflower oil | 1,24 1,35 1,16 1,14 1,31 1,39*
and their fractions, not chemically modified
Margarine 0,64 0,75 0,53 0,81 0,67 0,68*
Other prepared or preserved meat, meat | 0,50 0,83 0,62 0,60 0,99 0,97*
offal or blood

Wool 1,55 1,27 0,97 1,66 2,49 3,36
Carpets and other floor coverings 0,72 0,58 0,38 0,47 0,71 0,48*
Stockings, socks and the like 0,91 0,57 0,46 0,60 0,72 0,68*
Footwear 0,28 0,48 0,37 0,29 0,55 0,24*

Note: *) the calculations are performed based on provisional statistical data.
Source: Elaborated by the author.
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Of the set of goods analyzed, only some of the domestic goods are competitive by price, such as
cereals, barley, onions, grapes, natural honey, apricots, cherries, peaches (including nectarines),
plums, apples, pears and quinces, etc. Consequently, mainly unprocessed primary products are
competitive on the domestic market, but a lot of highly processed products, high-tech products are
not competitive.

In the Republic of Moldova, the technological gap with the main trading partners is growing
and, consequently, the competitive potential of many processed goods is declining. Some of products
offered by the manufacturing industry are lohn production. The analysis of the competitiveness of
domestic goods on the internal and foreign market showed that in the case of many products, the
higher the degree of processing, the lower the competitiveness of these goods in comparison with
imported similar goods (Gutium 2018:73).

The analysis of the correlation between competitiveness and the level of economic, scientific
and technological development of the country showed that the correlation is negative in case of
unprocessed primary products, and the correlation is positive in case of high value-added processed
goods and high-tech goods (Pojsik 2018:13).

For determining the directions of specialization and the set of goods that need to be promoted
on the foreign market, the author proposes the following integral index of the competitiveness of
domestic goods on the foreign market, which has included a new component:

Ifx:%+b2xcqx+b3xcsx+b4><Cex+b5xC?+Gt, (17)
p
-y LAY 19
P q S e f

where:
C;, Cq, C, CJ, Cf - competitiveness of the exported goods, in relation to the imported goods,

by price (p), by the quality of the goods (q), by after-sales service (s), by marketing elements (e), by
psychological factors (f);

G: - the degree of technological intensity of the manufacture of the analyzed domestic goods;

P, g%, sx, ex, fx — indicators of the exported goods.

The degree of technological intensity of the manufacture of the goods can be determined using
the Expert Judgment method. In the case of the limited time and human resources required to
evaluate this indicator, the author proposes to use the following method.

The products can be divided according to the processing level into: unprocessed primary
products; semi-processed products; processed products; high-tech products. Each product group can
be given the following score (table 4):

Table 4
Estimation of the degree of technological intensity of the manufacture of the goods

Type of goods

Unprocessed primary products (cereals, fruits, fresh vegetables, raw hides, agricultural 05
wool, etc.) .
Semi-processed products (flour, vegetable oils, refined sugar, tanned hides and skins, 1.0
woolen yarn, etc.) '
Processed products (cheese, cheese, wine, canned meat, juices, stockings, clothing, etc.) 1.5
High-tech products (means of transport, equipment, electronic products, etc.) 2.0

Source: Elaborated by the author.

The author used the developed integral index, took into account the available resources, human
potential, and based on the calculations made conclusion that the priority sectors that need to be
developed are the manufacture of: bicycles, scooters; submersible pumps; sports equipment for
fitness centers; children's sports suits for outdoor play; lighting installations, led installations; drugs;
antifreeze liquid; organic surface-active agents, surface-active preparations, washing preparations

No.1/2020



84 Theoretical and scientifical journal

and cleaning preparations; cosmetics; food concentrates and sublimated products; essential oils;
sleeping bags, tents; overalls; and so on.

All branches of the national economy, including the agro-industrial, have potential. The main
directions for improving the competitiveness of goods, in the current conditions, are: modernization
of the processing industry; introduction of innovations; liberalization of trade relations;
diversification of goods; supporting agricultural producers, enterprises that procure hi-tech
equipment and create new jobs; promoting antitrust policy and improving product quality that should
meet the standards of both the European Union and the Eurasian Union. The Republic of Moldova
must not give up either the European or the Eurasian market.

CONCLUSIONS

The researcher has achieved the basic goals. The novelty of the research consists in the
elaboration of the integral index of the competitiveness of the domestic goods on the internal and
external market, and in the improvement of the symmetrical index of the comparative advantage by
including a new factor of influence. The estimation of the competitiveness of the goods using the
developed indicators showed that on the internal market the unprocessed primary products and the
processed products with a low degree of technological intensity of the manufacture of goods are
mainly competitive.

The calculations performed with the help of the integral index of the competitiveness of
domestic goods on the foreign market showed that mainly the most competitive in the analyzed
period were the unprocessed primary products and semi-processed products. In addition, based on
the results obtained, the priority sectors were determined: sub-branches of the machine building
industry, light industry, chemical industry, food industry, etc.

REFERENCES

1. AL-SHUAIBI, K. ZAIN, M., KASSIM, N. Performance indicators for quality, innovation, and
competitiveness: a survey on the Saudi manufacturing sector. In: International Business
Research. 2016, vol. 9, issue 2, pp. 99-113. ISSN 1913-9004.

2. BALASSA, B, NOLAND, M. ,Revealed” Comparative Advantage in Japan and the United States. In:
Journal of Economic Integration. Autumn 1989, vol. 4 (2), pp. 8-22. ISSN 1225-651X.

3. BARATTIERI, A. Comparative advantage, service trade, and global imbalances. In: Journal of
International Economics. 2014, vol. 92, issue 1, pp. 1-13. ISSN 0022-1996.

4. BERKOWITZ, D., MOENIUS, J., PISTOR, K. Trade, law, and product complexity. In: Review of
Economics and Statistics. 2006, vol. 88, issue 2, pp. 363-373. ISSN 0034-6535.

5. COSTINOT, A., DONALDSON, D., KOMUNJER, I. What goods do countries trade? A quantitative
exploration of Ricardo’s ideas. In: Review of Economic Studies. 2012, vol. 79, issue 2, pp. 581-
608. ISSN 0034-6527.

6. DALUM, B., LAURSEN, K, VILLUMSEN, G. Structural change in OECD export specialisation
patterns: de-specialisation and ‘Stickiness’. In: International Review of Applied Economics. 1998,
vol. 12, issue 3, pp. 447-467.1SSN 0269-2171.

7. GRUPP, H. The measurement of technical performance of innovations by technometrics and its
impact on established technology indicators. In: Research Policy. 1994, vol. 23, issue 2, pp. 175-
193. ISSN 0048-7333.

8. GUTIUM, T. Classification of the competitiveness’ factors and new approaches to assessing the
competitiveness. In: Economy and sociology. 2018, no. 2, pp. 65-74. ISSN 1857-4130.

9. GUTIUM, T. Quantifying the comparative advantage of domestic goods on the internal market. In:
The Journal Contemporary Economy. 2018, vol. 3, issue 1, pp. 38-45. ISSN 2537-4222.

10. HAUSMANN, R,, HIDALGO, C. The network structure of economic output. In: Journal of Economic
Growth. 2011, vol. 16, issue 4, pp. 309-342. ISSN 1381-4338.

11. HIDALGO, C., KLINGER, B., BARABASI, A, HAUSMANN, R. The product space conditions the
development of nations. In: Science. 2007, vol. 317, issue 5837, pp. 482-487.ISSN 1095-9203.

12. “Molo¢ka” bez moloka: ¢to obnaruzili éksperty? In: Ekonomiceskoe obozrenie. Logos press.
2018, Ne 3 (1217) [citat 5 februarie 2019]. Disponibil: http://p.logos.press.md/node/64665

No.1/2020


http://p.logos.press.md/node/64665

ECONOMY AND SOCIOLOGY 85

13.

14.

15.

16.

17.

18.

19.

20.

21.

22.

MOSEIKO, V., KOROBOV, S., FROLOV, D. Socio-Economic Systems’ Competitiveness Assessment
Method. In: Asian Social Science. 2015, volume 11, issue 20, pp. 1-9. ISSN 1911-2017.

Nivelul de trai al populatiei. Biroul National de Statistica al Republicii Moldova [citat 11 aprilie
2020]. Disponibil:
https://statbank.statistica.md/pxweb/pxweb/ro/30%?20Statistica%Z20sociala/30%?20Statistic
a%?20sociala__04%20NIV__04%20NIV%202019/?rxid=b2ff27d7-0b96-43c9-934b-
42ela2a9a774

PENEDER, Michael. Competitiveness and industrial policy: from rationalities of failure towards
the ability to evolve. In: Cambridge Journal of Economics. 2017, vol. 41, issue 3, pp. 829-858. ISSN
0309-166X.

POJSIK, M. DostiZenia so znakom minus. V: Argumenty i facty. 2018, N2 45, c. 13 [citat 11 aprilie
2020]. Disponibil: https://aif. md/dostizhenija-so-znakom-minus/

POPA, A, PARMACLI, D., BABI], L. Economia antreprenoriatului. Cahul: Tipografia , Centrografic”,
2017.277 p.ISBN 978-9975-88-015-2.

SAFIULLIN, N., SAFIULLIN, L. Konkurentosposobnost’: teorid i metodologiid. Kazan': Centr
innovacionnyh tehnologij, 2008. 162 p.ISBN 978-5-93962-314-8 [citat 11 aprilie 2020].
Disponibil: https://www.elibrary.ru/item.asp?id=19885673

SIGGEL, E. International competitiveness and comparative advantage: a survey and a proposal
for measurement. In: Journal of Industry, Competition and Trade. 2006, vol. 6, issue 2, pp. 137-
159.ISSN 1573-7012.

SOROKINA, G., SOTNICOV, A., ZAHAROV, A. Problemy ocenki konkurentosposobnosti produkcii
avtomobilestroenia. V: Izvestia MGTU «MAMI». 2010, Ne 2 (10), ss. 214-219. ISSN 2074-0530.
[citat 15 aprilie 2020]. Disponibil: https://cyberleninka.ru/article/n/problemy-otsenki-
konkurentosposobnosti-produktsii-avtomobilestroeniya/viewer

YU, R, CAlL ], LEUNG, P. The Normalized Revealed Comparative Advantage Index. In: The Annals
of Regional Science. 2009, vol. 43, issue 1, pp. 267-282. ISSN 0570-1864.

UN Comtrade Database [citat 21 aprilie2020]. Disponibil: https://comtrade.un.org

ARTICLE HISTORY

Received 01 June 2020
Accepted 12 June 2020

No.1/2020


https://aif.md/dostizhenija-so-znakom-minus/
https://www.elibrary.ru/item.asp?id=19885673
https://cyberleninka.ru/article/n/problemy-otsenki-konkurentosposobnosti-produktsii-avtomobilestroeniya/viewer
https://cyberleninka.ru/article/n/problemy-otsenki-konkurentosposobnosti-produktsii-avtomobilestroeniya/viewer
https://comtrade.un.org/db/dqBasicQueryResults.aspx?cc=TOTAL&px=HS&r=498&y=2007,%202008,%202009,%202010,%202011,%202012,%202013,%202014,%202015,%202016,%202017&p=0&rg=1,2,3,4&so=9999

