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What is Economic What is Economic 
Competitiveness? Competitiveness? 

OECD and WEFOECD and WEF: : 

national competitiveness refers broadly to the  abilities of a national competitiveness refers broadly to the  abilities of a 
countrycountry’’s institutions to compete internationally in a way that s institutions to compete internationally in a way that 
leads to sustained growth and high average incomes for its leads to sustained growth and high average incomes for its 
citizens.citizens.’’

Michael Porter:Michael Porter:

the degree to which a nation can, under free and fair market the degree to which a nation can, under free and fair market 
conditions, produce goods and services that meet the tests of conditions, produce goods and services that meet the tests of 
international markets while simultaneously maintaining or international markets while simultaneously maintaining or 
expanding the real incomes of its citizensexpanding the real incomes of its citizens’’



QuestionsQuestions

What are free and fair market conditions?What are free and fair market conditions?

Is competitiveness best measured by Is competitiveness best measured by 
sustained growth or high national income?sustained growth or high national income?

How far does high national income How far does high national income 
translate into high average living translate into high average living 
standards?standards?

How equally is income distributed?How equally is income distributed?



Productivity as best measure of Productivity as best measure of 
underlying competitivenessunderlying competitiveness

Overall productivity (TFP) as combination of Overall productivity (TFP) as combination of 
capital productivity and labour productivity.capital productivity and labour productivity.

Labour productivity measured as:Labour productivity measured as:

•• Output per hourOutput per hour
•• Output per employeeOutput per employee
•• Output per capitaOutput per capita



Strategies to raise overall Strategies to raise overall 
productivityproductivity

Increasing capital productivityIncreasing capital productivity

Increasing employment rateIncreasing employment rate

Increasing working hoursIncreasing working hours

Increasing labour productivity per hourIncreasing labour productivity per hour

ieie through capital intensification, better skills, better work through capital intensification, better skills, better work 
organisation etc organisation etc 

The latter The latter ‘‘high skillshigh skills’’ route is preferable to many countries route is preferable to many countries 
as it is most conducive to high life quality for all.as it is most conducive to high life quality for all.



The High Skills Project:The High Skills Project:
Education and Training Routes to Education and Training Routes to 

the High Skills Economythe High Skills Economy

A COMPARATIVE STUDY OF:A COMPARATIVE STUDY OF:
–– GermanyGermany
–– JapanJapan
–– KoreaKorea
–– SingaporeSingapore
–– UKUK
–– USAUSA

High Skills: Globalisation, Competitiveness and Skills FormationHigh Skills: Globalisation, Competitiveness and Skills Formation, , 
Oxford University PressOxford University Press

Directed and Written by:Directed and Written by:
Andy Green (Institute of Education);Andy Green (Institute of Education);
Phil Brown (Cardiff University) Phil Brown (Cardiff University) 
Hugh Lauder (University of Bath)Hugh Lauder (University of Bath)
Research Officer: Akiko SakamotoResearch Officer: Akiko Sakamoto



Research questions:Research questions:

What are the different national routes to the High What are the different national routes to the High 
Skills Economy?Skills Economy?
•• How stakeholders define HSEHow stakeholders define HSE
•• Current national skills profiles Current national skills profiles 
•• How they map onto competition strategies?How they map onto competition strategies?
•• What is the future vision of the HSE?What is the future vision of the HSE?
•• What are the skills needed?What are the skills needed?
•• CoCo--ordination of skills upgrading across system?ordination of skills upgrading across system?

200 Interviews with Senior Managers in:200 Interviews with Senior Managers in:

•• Government agencies and Social partner organisationsGovernment agencies and Social partner organisations
•• Educational institutions (secondary schools, colleges, universitEducational institutions (secondary schools, colleges, universities)ies)
•• Large Companies in 4 sectors: Electronics, Motor Vehicles, HotelLarge Companies in 4 sectors: Electronics, Motor Vehicles, Hotels s 

and Bankingand Banking



Different national routes to Different national routes to 
competitivenesscompetitiveness

The project found each country adopting different strategies forThe project found each country adopting different strategies for
economic competitiveness, each relying on different skills formaeconomic competitiveness, each relying on different skills formation tion 
strategies; different skills profiles  and different facets of pstrategies; different skills profiles  and different facets of productivity.roductivity.

Countries fell into two groups:Countries fell into two groups:

•• Polarised high skills economies (USA, UK)Polarised high skills economies (USA, UK)

•• High skills societies with wide distribution of skills (Germany,High skills societies with wide distribution of skills (Germany,
Japan).Japan).

Singapore was categorised as a developing high skills economy Singapore was categorised as a developing high skills economy 
tending in the polarised direction.tending in the polarised direction.



High skills economies and high High skills economies and high 
skills societiesskills societies

High skills/low skills economies:High skills/low skills economies:

•• Polarised distributions of skillsPolarised distributions of skills
•• High ph labour productivity in some sectors but not othersHigh ph labour productivity in some sectors but not others
•• High income inequalitiesHigh income inequalities

High skills societiesHigh skills societies

•• Wide distribution of skillsWide distribution of skills
•• High labour productivity across wide range of sectorsHigh labour productivity across wide range of sectors
•• Lower income inequalityLower income inequality



Labour Productivity (UK=100), 1998

GDP (PPP) per emplo GDP (PPP) per employee per hour 
UK 100 100
Germany 107 117
Korea 67 53
Singapo 101 96
Japan 97 104
USA 132 126
Source: IMD (1999) The World Competitiveness Yearbook , Lausanne, Switz
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Income distributionIncome distribution

Ninth Decile of Income
over Fifth Decile

First Decile over Fifth
Decile

Early
1980s

Early
1990s

Early
1980s

Early
1990s

Germany 1.63 1.64 0.61 0.65

UK 1.72 1.99 0.68 0.59

Japan 1.63 1.73 0.63 0.61

USA 2.16 2.22 0.45 0.4

(Source: W. Streek (1997), p 239)

NB Singapore wage spread similar to UK



Household Income

Ratio of top 20% to bottom 20%

Singapore 13.7  :   1 

US                          13.2  :   1 

UK                          8.3    :   1

Taiwan                   5.3    :   1

Japan 2.7   :    1

From : L. Low 1999



Distribution of Skills in Labour Distribution of Skills in Labour 
ForceForce

Total Population by Highest Qualification Attained, 1997/98 
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Distribution of Skills amongst 25Distribution of Skills amongst 25--29 29 
Year OldsYear Olds

Population aged 25-29 by Highest Qualification Attained 
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Figure 2 Qualifications at Level 3 and above: UK 2003, France 2002, Germany 2002, S ingapore 2002, USA 2003

0

10

20

30

40

50

60

70

80

19-21 year olds 25-28 year olds Workforce Total population (16-64) 

UK 

France 

Germany

Singapore 

USA

percentage

Notes: Level 3 defined as equivalent to Level 3 in UK National Qualif ications Framew ork; Singapore aged 20-24 
and 25-29; total population and w orkforce all aged 15 and >15; Workforce in UK , Germany and USA aged 16-64, 

France, aged 15 and >15



Skills profiles and economic and Skills profiles and economic and 
social outcomessocial outcomes

Countries with high skills elites and polarised skills distributCountries with high skills elites and polarised skills distribution (UK ion (UK 
and USA):and USA):

–– Excel in knowledgeExcel in knowledge--intensive and hiintensive and hi--tech industries (Software, tech industries (Software, 
biotechnology, chemicals, advertising, media, aerobiotechnology, chemicals, advertising, media, aero--engineering engineering 
etc)etc)

–– and industries based on polarised skills (banking)and industries based on polarised skills (banking)
–– Perform less well in medium tech industries based on intermediatPerform less well in medium tech industries based on intermediate e 

skillsskills
–– Have wider income differentialsHave wider income differentials
–– Are less socially cohesiveAre less socially cohesive
–– But have flexibility for job creation in low wage sectorsBut have flexibility for job creation in low wage sectors



Skills profiles and economic and Skills profiles and economic and 
social outcomessocial outcomes

Countries with wide skills distribution (Germany, Japan and KoreCountries with wide skills distribution (Germany, Japan and Korea):a):

–– Excel in mediumExcel in medium--high technology manufacturing  industries based high technology manufacturing  industries based 
on professional elites and intermediate skills (autos, electronion professional elites and intermediate skills (autos, electronics, cs, 
machine tools)machine tools)

–– But lack flexibility for knowledgeBut lack flexibility for knowledge--driven hidriven hi--tech industries tech industries 
–– Have narrow income differentialsHave narrow income differentials
–– and tend to be more socially cohesive as societiesand tend to be more socially cohesive as societies
–– Lack labour market flexibility for rapid job creation in low wagLack labour market flexibility for rapid job creation in low wage e 

sectorssectors



Skills Distribution and Social Skills Distribution and Social 
CohesionCohesion

Fig.1 Relationship between Social Cohesion - Education Inequality
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Trade OffsTrade Offs

Economists and policy makers often argue that there is an inevitEconomists and policy makers often argue that there is an inevitable able 
trade off between competitiveness and social equality and cohesitrade off between competitiveness and social equality and cohesion.on.

Competitiveness is said to require flexible labour markets whichCompetitiveness is said to require flexible labour markets which
allow higher employment rates and greater innovation.allow higher employment rates and greater innovation.

However, flexible labour markets are usually more polarised withHowever, flexible labour markets are usually more polarised with
many low quality jobs and greater income equality.many low quality jobs and greater income equality.

The High Skills Societies in our study have not been performing The High Skills Societies in our study have not been performing so so 
well recently  compared with the UK and the US, so many are well recently  compared with the UK and the US, so many are 
concluding that the US model is preferable.concluding that the US model is preferable.



The High Skills Society with High The High Skills Society with High 
Employment RatesEmployment Rates

However, recent research by de However, recent research by de MooijMooij and Tang and Tang 
suggests that it is possible to achieve high GDP per suggests that it is possible to achieve high GDP per 
capita through high labour productivity and high capita through high labour productivity and high 
employment rates and also maintain relative equality of employment rates and also maintain relative equality of 
incomes. incomes. 

Centralised wage bargaining and active labour market Centralised wage bargaining and active labour market 
policies, unlike certain other features of labour market policies, unlike certain other features of labour market 
regulation, appear to allow high employment rates and regulation, appear to allow high employment rates and 
low inequality. low inequality. 

The Nordic countries now represent the benchmark for The Nordic countries now represent the benchmark for 
the High Skills Society Modelthe High Skills Society Model





Benchmarking the East Asian Benchmarking the East Asian 
Countries/RegionsCountries/Regions

The High Skills Project analysed only three of the The High Skills Project analysed only three of the 
East Asian Economies: Japan, Singapore and East Asian Economies: Japan, Singapore and 
South Korea. At that time only Japan could claim South Korea. At that time only Japan could claim 
to rank amongst the high skills economies, with to rank amongst the high skills economies, with 
high productivity in manufacturing and high GDP high productivity in manufacturing and high GDP 
per capita.per capita.

Singapore was regarded as highly competitive Singapore was regarded as highly competitive 
developing economy which was not yet a high developing economy which was not yet a high 
skills economy as such.skills economy as such.



Japan Japan –– High Skills Manufacturing High Skills Manufacturing 
ModelModel

–– High wage, high skills economyHigh wage, high skills economy

–– Wide distribution of skills Wide distribution of skills 

–– Generalist knowledge and coGeneralist knowledge and co--operative attitudesoperative attitudes

–– Relative equality of income distributionRelative equality of income distribution

–– Competes on large firm manufacturing in wide range of Competes on large firm manufacturing in wide range of 
sectorssectors

–– Particularly in medium technology industries based on Particularly in medium technology industries based on 
intermediate skills intermediate skills 

–– But low productivity services and small firms But low productivity services and small firms 



Singapore Singapore –– Developmental  Developmental  
High Skills ModelHigh Skills Model

Competitive mostly in medium technology production and service Competitive mostly in medium technology production and service 
industries based on intermediate skillsindustries based on intermediate skills

competitiveness derived mostly from factors other than high skilcompetitiveness derived mostly from factors other than high skills ls ieie from:from:
–– strategic locationstrategic location
–– lowlow--cost, disciplined, Englishcost, disciplined, English--speaking workforcespeaking workforce
–– competent bureaucracy and planningcompetent bureaucracy and planning
–– social order and political stabilitysocial order and political stability
–– good infragood infra--structure and environmentstructure and environment
–– propro--business environmentbusiness environment
–– sound financial policies and services sound financial policies and services 

Not yet a Not yet a ‘‘high skillshigh skills’’ economyeconomy

Committee on Competitiveness (1998):Committee on Competitiveness (1998):

‘‘to realise this vision we require a quantum jump in capabilitiesto realise this vision we require a quantum jump in capabilities’’



Current Current SkillsSkills Profile in SingaporeProfile in Singapore

Younger generations highly qualified:Younger generations highly qualified:

•• High school  standards in Maths and Science (TIMSS)High school  standards in Maths and Science (TIMSS)
•• Cohort qualification rates exceed UK at levels 2, 3 and 4  (Cohort qualification rates exceed UK at levels 2, 3 and 4  (‘‘OO’’s; s; ‘‘AA’’ and high and high 

technical, and degrees)technical, and degrees)
•• High output of engineers (5 per cent of cohort graduate comparedHigh output of engineers (5 per cent of cohort graduate compared with 2 per with 2 per 

cent in UK)cent in UK)
•• Rapid increase in qualifications levels Rapid increase in qualifications levels 

However, still not a high skills workforceHowever, still not a high skills workforce

•• Generational polarisation of skillsGenerational polarisation of skills
•• 60 per cent of workers over 40 without full secondary education60 per cent of workers over 40 without full secondary education
•• Only 10 per cent of workforce have intermediate qualifications aOnly 10 per cent of workforce have intermediate qualifications as their highests their highest
•• 73 per cent of adults with less than level 3 qualification73 per cent of adults with less than level 3 qualification
•• Small elite qualified at post graduate levelsSmall elite qualified at post graduate levels
•• Relies heavily on imported skillsRelies heavily on imported skills



Figure 2 Qualifications at Level 3 and above: UK 2003, France 2002, Germany 2002, S ingapore 2002, USA 2003
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East Asian AdvanceEast Asian Advance

East Asian economies have advanced East Asian economies have advanced 
very rapidly due to, inter very rapidly due to, inter aliaalia::

•• GeoGeo--political advantagespolitical advantages
•• Rapid technology transferRapid technology transfer
•• Successful developmental states engaging Successful developmental states engaging 

positively with global marketpositively with global market
•• Rapid development of human resourcesRapid development of human resources



The Flying Geese ModelThe Flying Geese Model

Regional economic development in East Asia has occurred through Regional economic development in East Asia has occurred through 
a series of waves a series of waves –– first Japan, then the Four Dragons and now first Japan, then the Four Dragons and now 
other S. E. Asian states.other S. E. Asian states.

Each country has starting by competing primarily on production Each country has starting by competing primarily on production 
efficiency and low cost, disciplined labour in manufacturing. Asefficiency and low cost, disciplined labour in manufacturing. As other other 
competitors have come along, each  has rapidly moved up market tcompetitors have come along, each  has rapidly moved up market to o 
the higher valuethe higher value--added high skills end of production and services.added high skills end of production and services.

Japan made the shift in the 1970s and the four tigers since 1980Japan made the shift in the 1970s and the four tigers since 1980. . 
Malaysia, Thailand, China and other countries also seeing to makMalaysia, Thailand, China and other countries also seeing to make e 
this shift.this shift.

The Global Competitiveness Report rankings show where the The Global Competitiveness Report rankings show where the 
countries are in terms of these economic shifts, using a Growth countries are in terms of these economic shifts, using a Growth 
Capacity Index and an Innovative Capacity Index based on MichaelCapacity Index and an Innovative Capacity Index based on Michael
PorterPorter’’s analysis of the dimension of economic competitiveness. s analysis of the dimension of economic competitiveness. 



Global Competitiveness RankGlobal Competitiveness Rank

Japan and the Four Tigers all rank in the top 25 Japan and the Four Tigers all rank in the top 25 
economies on either GDP pc or global competitiveness, economies on either GDP pc or global competitiveness, 
with Singapore and Taiwan in 6with Singapore and Taiwan in 6thth and 5and 5thth place place 
respectively on the latter.respectively on the latter.

Malaysia, China and Thailand clearly represent the next Malaysia, China and Thailand clearly represent the next 
wave of advancing East Asian economies, each ranked wave of advancing East Asian economies, each ranked 
between positions 20 and 50 on at least one of the two between positions 20 and 50 on at least one of the two 
overall measures. overall measures. 



Innovative Capacity RankingsInnovative Capacity Rankings

‘‘National Innovative Capacity is a countryNational Innovative Capacity is a country’’s potential s potential –– as both a political and an as both a political and an 
economic entity economic entity –– to produce a stream of commercially relevant innovationto produce a stream of commercially relevant innovation’’ M. Porter. M. Porter. 

ICR measures in four areas:ICR measures in four areas:

•• Innovation and Policy Index (R and D tax credits; effectiveness Innovation and Policy Index (R and D tax credits; effectiveness of intellectual property of intellectual property 
protection; costs of tariff restrictions)protection; costs of tariff restrictions)

•• Cluster Environment Index (sophistication of domestic customers;Cluster Environment Index (sophistication of domestic customers; extent of local extent of local 
competition; extent of  product collaboration)competition; extent of  product collaboration)

•• Linkage Index (prevalence of R and D institutions; venture capitLinkage Index (prevalence of R and D institutions; venture capital availability)al availability)

•• Company Operation and Strategy Index (extent of competition on iCompany Operation and Strategy Index (extent of competition on innovative products nnovative products 
and services; sophistication of marketing; pay linkage to producand services; sophistication of marketing; pay linkage to productivity)tivity)

Singapore and Taiwan rank very highly on all of these measures.Singapore and Taiwan rank very highly on all of these measures.
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Innovation as key to Advanced Innovation as key to Advanced 
CompetitivenessCompetitiveness

Innovative capacity can be seen as one of the main keys to Innovative capacity can be seen as one of the main keys to 
achieving high levels of competitiveness through high valueachieving high levels of competitiveness through high value--added added 
high skills products and services.high skills products and services.

As Michael Porter writes (World Economic Forum As Michael Porter writes (World Economic Forum Global Global 
Competitiveness Report) Competitiveness Report) ::

‘‘International competitiveness increasingly depends on innovationInternational competitiveness increasingly depends on innovation
with continued operational improvement in education and with continued operational improvement in education and 
infrastructure now a given, and with local companies all able rainfrastructure now a given, and with local companies all able rapidly pidly 
to acquire and deploy technology from around the world, producinto acquire and deploy technology from around the world, producing g 
standard products using standard methods no longer sustains standard products using standard methods no longer sustains 
competitivenesscompetitiveness’’



Implications for East Asian statesImplications for East Asian states

Developing a policy and enterprise  environment Developing a policy and enterprise  environment 
conducive to innovation is clearly essential for conducive to innovation is clearly essential for 
the East Asian states.the East Asian states.

Equally important is the development of the high Equally important is the development of the high 
levels of human capital for innovation including:levels of human capital for innovation including:

•• Creative talentsCreative talents
•• Frontier basic science skillsFrontier basic science skills
•• Entrepreneurial skillsEntrepreneurial skills



DilemmasDilemmas

East Asian states have East Asian states have –– or are or are 
rapidly achieving rapidly achieving –– high levels of high levels of 
education throughout their education throughout their 
populations.populations.

However, the creative and However, the creative and 
entrepreneurial skills have often entrepreneurial skills have often 
been neglected.been neglected.



Trade Offs 2Trade Offs 2
Several countries, like Japan and Several countries, like Japan and 
Singapore, seek to increase their output of Singapore, seek to increase their output of 
creative talents through:creative talents through:

•• Liberalisation of systemsLiberalisation of systems
•• Diversification of institutionsDiversification of institutions
•• Flexing up of curricula and assessmentFlexing up of curricula and assessment
•• Emphasising excellenceEmphasising excellence

Singapore also relies heavily on importing Singapore also relies heavily on importing 
foreign talents.foreign talents.



Potential CostsPotential Costs

Increasing diversity, choice and Increasing diversity, choice and 
specialisation in education may enhance specialisation in education may enhance 
output of creative talents but it may also:output of creative talents but it may also:

•• Increase educational equality Increase educational equality 
•• Undermine collective socialisation and Undermine collective socialisation and 

social cohesionsocial cohesion

Importing foreign talents is essential but Importing foreign talents is essential but 
can also undermine social cohesion.can also undermine social cohesion.



Managing the contradictionsManaging the contradictions

East Asian states generally have a good record of East Asian states generally have a good record of 
combining rapid growth with relative equality and combining rapid growth with relative equality and 
social cohesion. social cohesion. 

Kaoru Sugihara recently argued that these Kaoru Sugihara recently argued that these 
characterise a new East Asian model of characterise a new East Asian model of 
development and provide an alternative to development and provide an alternative to 
western models of development.western models of development.

How well the region manages the dilemmas of How well the region manages the dilemmas of 
combining increasing creative and innovative combining increasing creative and innovative 
capacity with social equality and social cohesion capacity with social equality and social cohesion 
may well determine whether they are to become may well determine whether they are to become 
knowledge economies or  knowledge economies or  ‘‘Knowledge societiesKnowledge societies’’


