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Introduction 

This paper provides a summary of the Malta Council for Science and Technology’s reactions to the Draft Working Document “A Proposed Strategy To Maximise Malta’s Competitive Potential (2003-6)”. A more detailed analysis was not possible due to time constraints which prevented a more in-depth consultation and discussion within MCST. 

MCST takes this opportunity to congratulate Professor Lino Briguglio, Mr Gordon Cordina and their team on the Strategy and the timely organization of the related event on this highly topical concern. It is vitally important that the strategic yet open discussion initiated at the May conference continues, even if only on-line. MCST is very keen to play its part in this strategic debate not only through dialogue but also through concrete action. MCST can contribute to the effective design and implementation of the Strategy through the tools it has developed for future scenario planning and iterative vision-building through the ongoing EU-funded foresight project, eFORESEE (http://www.eforesee.info). A dedicated page and mailing list have been set up on this site, entitled CompetitiveMalta, aimed at capturing strategic conversations and initiatives to promote competitiveness through research and innovation. 
Structure 

MCST’s Statement addresses the following key points:

1. Definitions 

2. What drives competitiveness?

3. Malta’s Competitiveness Standing
· The Innovation Scoreboard for Malta 2002

· Global Competitiveness Report
4. Competitiveness based on innovation

5. MCST’s Related Activity 

6. Core Message

1. Definitions

It is worth considering some definitions of competitiveness to gain alternative perspectives on the meaning of competitiveness to different players. Metcalfe and Georghiou (1991), in  a study which underpinned the initial rationale for the European Community Framework Programme, define competitiveness on the one hand, as firms’ ability to produce better or cheaper products, processes and services and hence to defend or gain market share, and on the other hand, as the country’s ability to provide the conditions which enable firms to achieve this
. This definition emphasises the critical role of innovation in sustaining competitiveness. The Global Competitiveness Report (2002) defines competitiveness as the the set of institutions, policies and regulations that support high levels of  productivity …..and drive productivity growth and sustained increases. The focus on productivity forms another natural link to innovation.

2. What drives competitiveness? 

The Strategy identifies certain preconditions as well as ten requisites for ensuring success. Research and Innovation are presented as one of these ten requisites, but in fact  

Research and Innovation are more than just requisites. We would like to stress the point that Research and Innovation are increasingly being recognized as the core drivers for becoming competitive….and staying competitive!! This applies at the level of firms, public sector organizations and countries. Research and innovation are not only one of the goals, they are also the means for achieving the other goals. Investments in research and innovation have a knock-on effect on the other requisites for competitiveness. 

Investments in Research and Innovation contribute to the country’s economic growth - in particular to overall growth in competitiveness, sustainable development, employment, exports and Foreign Direct Investment. To stay competitive, countries have to invest in strategic policies targeted at capacity-building of the scientific research and development base, as the prime engine of the competitiveness and innovation.

If firms can no longer compete in producing cheaper goods through offering inferior wages, they need to compete on the basis of more advanced products and improved productivity. They therefore need to gain access to appropriate technology from abroad and/or to invest in in-house research and innovation activity. Acuisition and in-house activity are not alternatives. Rather they are complementary – making proper use of purchases existing technology (for example advanced equipment) requires firms to have the capacity to absorb and underatmd it and this is gained through research and innovation. Government’s role is to invest in the support framework for research and innovation. Investments in Research and Innovation contribute to the country’s economic growth - in particular to overall growth in competitiveness, sustainable development, employment, exports and Foreign Direct Investment. To stay competitive, countries have to invest in strategic policies targeted at capacity-building of the scientific research and development base, as the prime engine of competitiveness and innovation.
3.Malta’s Competitiveness Standing 

The Strategy draws largely on the work carried out by the Central Bank of Malta to benchmark the competitiveness of the Maltese economy on the basis of the methodology used by the World Competitiveness Yearbook. MCST would like to draw attention to other surveys that are relevant to this Strategy, namely: 

· The EU Community Innovation Survey III (2000)
· Global Competitiveness Report (2003)
The EU’s Community Innovation Survey III was carried out in 2001, by the National Statistics Office with the technical support of MCST. The main focus of the Survey was to determine the extent of innovation activity in firms and to identify obstacles or bottlenecks to innovation in over 600 local firms. From the results of this Survey, the first Innovation Scoreboard for Malta (2000)
 was published recently. This reveals Malta’s weak and strong innovation indicators in comparison with EU15 and EU25. 

The Innovation Scoreboard (see the Table on the next page) reveals that Malta’s strong i
ndicators are those influenced by FDI activities and these compare well with EU indicators. On the other hand, Malta’s weak indicators include:

· Not enough human resources in science and technology

· Significant R&D funding is lacking

· Low innovation activities in SMEs
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Global Competitiveness Report

In 2003, Malta was included in the Global Competitiveness Index Survey, which is coordinated by the World Economic Forum - MCST is a partner institute of this Forum. The Malta survey was coordinated jointly by MCST, EMCS, the Central Bank of Malta and others. The Survey involved interviews with over 75 senior business persons. The survey has just been completed and the results will shortly be compiled and published. 
The Global Competitiveness Report ranked 80 countries in 2002 and more countries have been included in 2003. The GCR employs two distinct but complementary approaches to the analysis of competitiveness, namely:

· Microeconomic Competitiveness Index (Porter) focuses on what contributes to the level of income per capita. It measures “the set of institutions, market structures, and economic policies supportive of high current levels of prosperity”, referring mainly to an economy’s effective utilisation of its current stock of resources.

· (Macro) Growth Competitiveness Index focuses on what contributes to the change in income per capita. It provides a best estimate of the underlying prospects for growth in the medium-term.
 

The Growth Competitiveness Index (Macro) is based on 3 categories of variables that drive growth:

· Technology 

· Public Institutions

· Macroeconomic environment 

The Index also distinguished between the small group of countries (including US, UK, Finland among others) that qualify as core innovators (where the criteria used is number of patents), as opposed to the majority of countries that are classified as non core innovators. 

· Microeconomic Competitiveness Index
 examines underlying conditions defining the sustainable level of productivity & is based on 2 sub-indexes: 

· The degree of company sophistication

· The quality of the national business environment 

4. Competitiveness based on innovation

Competitiveness is increasingly based on innovation-driven growth. Countries go through various stages of development, from competing on the basis of cheap labour and production costs, to competing on the basis of efficiency … and ultimately on the basis of generating unique value. To achieve this stage of innovation-driven growth, countries have to join the club of core innovators. 

· Poor countries with rudimentary levels of education generally do not compete on the basis of technological innovation.

· As a country progresses, it becomes increasingly important to speed up the process of technological diffusion (or transfer) into the country in part by attracting high-tech FDI.

· The most challenging transition is the one from technological diffusion to technological innovation. This is not a linear or gradual process but is based on wholesale transformation of many interdependent dimensions of competition. 

Porter’s Stages of Economic Development
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Stages of Economic Development 


5. MCST’s Related Activity 

MCST is currently carrying out a number of projects which are related to competitiveness and can provide an important input into the proposed National Competitiveness Strategy. These include:

· The Proposals to Cabinet on a National Research, Technological Development and Innovation Strategy and related funding Programme. These proposals have been finalized and will shortly be presented to Cabinet for approval. Malta is one of the few new members not to have a National RTDI Programme and this has serious implications for the competitiveness of our SMEs in the Single Market, not to mention the ability of our research organizations and public entities to support them. 

· The design of the National RTDI Strategy and Programme drew on the preliminary results of the National RTDI Audit, an ongoing project, which seeks to benchmark Malta’s capacity and performance in research and innovation with the EU25. The CIS III Survey and the Innovation Scoreboard for Malta are the first results of this Audit and as explained earlier these provide important competitiveness benchmarks for the Competitiveness Strategy.  

· Whilst the National RTDI Audit provides a snapshot of the current situation in research and innovation, the ongoing National Foresight Exercise focuses on future prospects and niches to be invested in. Foresight provides the tools for ‘whole of country’ approaches to long-term policy design and implementation, which could make the Competitiveness Strategy more robust and sustainable. 

· CompetitiveMalta is a joint initiative of MCST, EMCS, Central Bank and a number of other key players, to set up a Foundation for National Competitiveness.  The Foundation is to provide a public-private sector framework for supporting the national competitiveness strategy through the organization of events, surveys and other relevant research activity.    

6. Core Message  

In conclusion, MCST’s core message in response to the proposed Strategy may be summed up as follows:

· The effective design and implementation of a National Competitiveness Strategy requires a ‘whole of government” …indeed a “whole of country” approach. This should not be a one-off exercise but should involve iterations to allow for the fine-tuning of the Strategy over time.  The consultation process should continue through various media to ensure wide ownership of the Strategy. 

· The proposed Strategy To Maximise Malta’s Competitiveness  acknowledges “..the corelation between the degree of development attained by any country and its scientific and technological capability is becoming more evident”.  MCST highlights the fact that central to this Strategy should be the commitment to invest in research and innovation as the core drivers of competitiveness.  Firms need this support to be able to compete on the basis of innovative products, processes and services. 

· The role of Higher Education Institutions, Research and Intermediary bodies is pivotal to the Strategy and should not be underestimated. They should be identified as one of the key stakeholders in the Strategy. 
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� Metcalfe JS and Georghiou L, Evaluation of the Impact of European Community Research Programmes upon the Competitiveness of European Industry - Concepts and Approaches, EC  EUR 14.198 EN 1991


� The Innovation Scoreboard information is reproduced from a powerpoint presentation prepared by Professor Joseph Micallef and Brian Restall  (MCST). 


� The Global Competitiveness Report 2002-03


� Porter, M.E. (2001), Enhancing the Microeconomic Foundations of Prosperity: The Current Competitiveness Index (http://www.isc.hbs.edu/Micro_9201.pdf)

















PAGE  
1

[image: image5.jpg]


_1115832961.ppt


Competitiveness based on innovation-driven growth 















 

 

®

 

 

®

 

 

 

Stage 1 Input Cost

 

 

 Stage 2 Efficiency

 

 

                    

Stage 3 Unique Value

 

Factor

 -

-driven

 

e

conomy

 

Investment-

-

driven economy

 

 

Innovation-

driven economy

 

 



      Competitiveness is based on: 

      Stage 1. Low labour cost & access to natural resources

Stage 2. Efficiency in producing standard products & services

Stage 3. The ability to produce innovative products and services 		using the most advanced methods 



Ref: Porter, M.E. (2001), Enhancing the Microeconomic Foundations of Prosperity: The Current Competitiveness Index (http://www.isc.hbs.edu/Micro_9201.pdf)

 



         Stages of Economic Development 





Clck to edit Master title style


•


Click to edit Master text styles


–


Second level


•


Third level


–


Fourth level


»


Fifth level


1





_1115832080.doc
[image: image1.bmp][image: image2.emf][image: image3.emf][image: image4.emf][image: image5.png]





http://www.mcst.org.mt







7







Clck to edit Master title style







•







Click to edit Master text styles







–







Second level







•







Third level







–







Fourth level







»







Fifth level







1







47







Malta Innovation Scoreboard







INNOVATION SCOREBOARD  















  MALTA







 







 







 







No.







 







Indicator







 







MT







 







EU 







mean







 







MT Delta %







 







(MT















EU)/EU







 







EU 







Lowest







 







1.1







 







New S&E graduates (‰ of 20 







-







 29 years age class)







 







6.1







 







10.2







 















40.2







 







1.8







 







1.2







 







Population with tertiary education (% of 25 







-







 64 years age 







classes)







 







7.00







 







21.22







 















67.0







 







10







.17







 







1.3







 







Participation in life







-







long learning (% of 25 







-







 64 years age 







classes)







 







9.7







 







8.5







 







+14.1







 







1.1







 







1.4







 







Employment in medium







-







high and high







-







tech manufacturing 







(% of total workforce)







 







6.96







 







7.65







 















9.0







 







2.03







 







1.5







 







Employment in high







-







tech services (% of total workforc







e)







 







2.98







 







3.39







 















12.1







 







1.20







 







2.1







 







Public R&D expenditures  (% of GDP)







 







 







0.66







 







 







0.38







 







2.2







 







Business expenditures on R&D (BERD) (% of GDP)







 







 







1.24







 







 







0.19







 







2.3.1







 







EPO high tech patent applications (per million population)







 







0







 







152.7







 







>















20







 







0.6







 







2.3.1A







 







EPO patent applications 







(per million population)







 







 







 







 







 







2.3.2







 







USPTO high tech patent applications (per million population)







 







2.60







 







12.4







 















79.0







 







0.0







 







3.1







 







SMEs innovating in







-







house (% of manufacturing SMEs)







 







16.6







 







44.0







 















62.2







 







20.1







 







3.1A







 







Innovative enterprises (% of all enterprises)







 







 







 







 







 







3.2







 







%







 of SMEs involved in innovation co







-







operation of the total 







number of manufacturing SMEs







 







5.1







 







11.2







 















54.5







 







4.5







 







3.3







 







Innovation expenditures (% of all turnover in manufacturing)







 







7.8







 







3.7







 







+110.8







 







1.6







 







4.1







 







High technology venture capital investment (% of GDP)







 







 







0.11







 







 







0.00







 







4.2







 







Capital raised on parallel markets plus by new firms on main 







markets as a % of GDP







 







3.68







 







2.54







 







+44.9







 







0.36







 







4.3







 







% of "new to market" product sales of total sales







 







37.7







 







6.5







 







+480.0







 







2.2







 







4.4A







 







Number of internet users per 100 inhabitants







 







25.4







 







32.7







 















22.3







 







12.1







 







4.5







 







ICT expenditures as a percent of GDP







 







4.1







 







6.85







 















40.1







 







4.46







 







4.6







 







Share of manufacturing value







-







added in high







-







tech sectors







 







22.4







 







8.2







 







+173.2







 







5.0







 







4.6A







 







Inward FDI (% of GDP)







 







65.4







 







39.5







 







+65.6







 







 







 







 







Notes:







 







 







1.







 







Indicators 2.3.1A; 3.1A; 4.4A; 4.6A are alternat







ive indicators applicable to Candidate Countries with better data availability.







 







 







2.







 







EU data is preliminary data for the 2002 European Innovation Scoreboard







 







3.







 







MT Delta is with reference to the EU overall mean







 












