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Competitiveness and policies

• Labour cost 

– Unit labour costs

– Labour productivity

• Capital cost 

– Costs of imported 

machinery

– Availability of  long-

term financing

• Macroeconomic 

stability

• Innovation

• Regulation

• Taxation

• Tariff and non-tariff 

trade barriers

• Trade costs
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World trade shares
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World trade shares
Services

0.5

1.0

1.5

2.0

2.5

3.0

3.5

4.0

4.5
Brazil India Indonesia South Africa

S
o
u
rc

e
: 
IM

F
 B

O
P

 (
2
0
0
8
)



Import expansion

Change in import share in GDP 1998-2006
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Comparative export 

performance
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Presence of foreign companies

FDI flows share in gross domestic capital formation 2006
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Macroeconomic stability
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Unit labour costs

Source: OECD
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Labour productivity

Change in GDP per employed, 1996-2006
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Investment

Change in gross fixed capital formation in GDP, 1996-2006

Brazil

China

India

Indonesia

Russia
South Africa

Australia

Canada

Czech Republic

Hungary

Iceland

Japan

Korea

Mexico

New Zealand

Norway

Slovak Republic

Sweden

Switzerland

Turkey

United Kingdom

United States

15

20

25

30

35

40

45

-4 -3 -2 -1 0 1 2 3 4 5 6

G
ro

s
s
 f
ix

e
d
 c

a
p
it
a
l 
fo

rm
a
ti
o
n
 i
n
 G

D
P

, 
2
0
0
6

S
o
u
rc

e
: 
IF

S
 a

n
d
 W

E
O



Tariff protection

A. Simple average
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Tariff protection (2)
B. Standard deviation
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Nominal and Effective 

Protection
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Innovation
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High technology exports
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Two tails of the story: India and 

Brazil
India

– impressive trade 

liberalisation

– low ULC growth

– high LP growth

– high and growing 

investment

– low tech exports 

– dynamic innovation

Brazil

– stalled trade reforms

– rapid ULC growth

– low LP growth

– falling investment 

– falling high tech exports

– low innovation



The middle ground: South Africa 

and Indonesia
South Africa:

– stalled trade liberalisation 

– growing trade shares

– growing ULC

– high but falling LP

– low but growing 

investment

– low tech exports

– sluggish innovation

Indonesia:

– stalled trade liberalisation

– falling trade shares

– growing ULC

– growing LP

– falling investment

– falling high tech exports

– sluggish innovation
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