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Abstract. National competitiveness is a multisided concept that includes a system of indexes, indicators, criteria, conditions and factors 
of development, mechanisms of its improvement. Competitiveness consists of a number of components that supplement each other and 
ensure steady economic growth, improving the welfare of the population. These are: science and education, innovation and investments, 
various infrastructure, real economy sector, small business, various services, natural and human resources. The objective of necessity to 
perform reforms at the regional level and the natural increase of the role of the regions in reforming the economy are predetermined by 
the fact that the ability of state bodies, ministries and departments to influence the course of reforms is gradually limited, and the new 
market mechanism is not working enough effectively yet. This shows the necessity of determination of the role and place of the region in 
the economic space, its potential possibilities and development prospects.

Keywords: economy; region; factor; conditions; competitiveness; measures; approaches; analysis; territory; groups; mechanism; interaction

Reference to this paper should be made as follows: Raigul, D., Karlygash, Z. 2020. Factors of regional systems competitiveness. Journal 
of Security and Sustainability Issues, 9(3), 877-886. https://doi.org/10.9770/jssi.2020.9.3(13)

JEL Classifications: O10

1. Introduction 

The main aim of the executive authorities in the regional economy is to provide the population with a suffi-
ciently high and decent standard of living level. The ability of regional and local government bodies to do so 
depends on how much their own resources are productively used - labor and capital. Representatives of the 
regional authorities are fighting at the level of state bodies for providing the region with more favorable eco-
nomic conditions in comparison with others, lobbying the interests of large structure-forming enterprises of the 
region, looking for a possibility for independent establishment of international relations, trying to protect local 
producers with administrative measures (Abylkasimova et al., 2019). 

There is a competition between regions, although it takes place in different forms and has got a bit different 
consequences than at the micro and macro levels. This can be seen in the case of the main entities of the region, 
when the enterprises of the region compete: a) within the region with each other; b) within the region with en-
terprises of other regions and countries; C) with competing regions; d) in the CIS market and the world market 
(Alina et al., 2018; Tvaronavičienė, 2019).

It is necessary to add the following: it is impossible to count on reasonably high competitiveness of the region if 
the basic balances of political, social and economic character are not regulated. In this regard, we can state with 
confidence that the main level of competitiveness - macroeconomic, which determines the basic conditions for 
the functioning of the whole economic system in the region (Mizanbekova, Mizanbekov, 2018). 
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2. Methods of research 

For each region, it is important to know what factors contribute to improve competitiveness in order to be able 
to manage them, and to refuse unpromising competition in those areas where there are almost no chances of 
attracting or preserving the consumer.

The world Economic Forum in the TACIS programme published the “Structure of competitiveness factors” 
which in our opinion can serve as a model or starting point for determining the policy directions of the region to 
improve its competitiveness: government; internal economic strength; infrastructure; science and technologies; 
availability and qualification of human resources; finances and financing; management; internationalization.

Except the selected factors that determine the direction of the formation of regional policy, forms of construc-
tion (organization) of business make significant influence to the competitiveness: diversification; restructuring; 
clustering. However, in the composition and formulation of the factors that determine the competitiveness of 
the region competitiveness has a high social and economic significance (Tireuov et al., 2019).

The driving forces that determine the competitive position of the region are: clusters, social and entrepreneurial 
corporations, special zones; human resources; business environment of enterprises work, difficulty of the tax 
burden; innovation (regional innovation systems – business incubators, technology parks, technopolises, etc.); 
regional management, management and institutional possibilities; sectorial structure of the region, types and 
forms of enterprises; production and social infrastructure; typology of regions and the level of integration of 
firms; internationalization of the region; attractiveness for investment; geographical and geopolitical position 
(Ohotina et al., 2018; Kiseľáková et al., 2018; Petrenko et al., 2019; Amraoui et al., 2019; Bublienė et al., 2019).

3. The discussion of the results 

In the new social and economic environment, the competitiveness of entities at all levels of the economic sys-
tem depends on the synergetic effect provided by a wide range of specialized industrial, technological, finan-
cial, commercial, administrative and cultural possibilities, knowledge and skills located in different regions of 
the world. Nowadays social capital of the territories which attracts more attention of scientists and practitioners 
makes a significant contribution to the general effect.

It differs from other forms of human capital as it is created and transferred through cultural mechanisms, na-
tional mentality and accumulated more difficult than other forms of human capital. Social capital is unequally 
distributed among different societies and territories and these differences have got an impact on economic de-
velopment of the territory.

It is necessary to consider the competitiveness of the region as a phenomenon which is dynamically developing 
in time. This means that various factors perform the role of “driving force” at different times and for different 
regions (Dudin et al., 2019). A systematic view of the competitiveness of the region has allowed us to discover 
possible approaches to the definition of factors. The main groups of factors to which the information component 
is added today are identified from the viewpoint of the resource approach. Focusing on the entities of economic 
activity gives an understanding of the role of participants in regional production in the national economy.

The appeal to structuring predefines appearance of structural factors that describe regional economy and its 
infrastructure. Another approach to the development of the regional system reveals in it the institutions that 
determine the regularities of functioning, the principles of work that assign possibilities and limitations.

The indicated approaches and their substantiating criteria are presented in some degree in the existing lists of 
factors of regional competitiveness. It is especially necessary to position the factors that arise not as a conse-
quence of existence of business entities and facilities but as result of emergence and keeping of interactions 
between them and as the mechanism of interdependence at the level of vertical and horizontal communications.
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Analysis of development trends of business competitiveness showed that the relationship between economic 
agents in the modern world in order of importance come to the fore. However they are practically absent in all 
scientific works or given within the framework of resource, structural groups. Our vision of the region’s com-
petitiveness factors is given in the form of a classification (table 1).

Factors of competitiveness can be divided into external and internal. In our opinion the most important external 
factors of competitiveness are the investment climate, the level of competition in the interregional and inter-
national markets, the geography of productive forces. Quality of management, innovative strategy of the firm, 
investment directions, labor relations and qualifications of employees, ownership structure and others belong to 
the internal factors of competitiveness. The investment climate as an external factor of competitiveness has got 
an essential influence on production costs, the level of which depends on the position of the firm in domestic 
markets and in relation to competitive countries.

Table 1. Classification of competitiveness factors of the region

Approaches Factors

resource

- human
- capital 
- entrepreneurial 
- informational

subjective

- population as a consumer
- enterprises and organizations as producers
- enterprises and organizations as intermediators
- state and municipal institutions as governing bodies, as consumers and producers

structural

- economic sector
- sectorial structure
- market structures
- production and social infrastructure

institutional

- economic institutions
- legal institutions 
- social institutions
- cultural institutes

communicative (from the point of view  
of economic agents’ relations)

- economic, financial
- market (competition)
- non-market (partnership) 
- social

Competition is the main external factor of competitiveness. There is no competition in natural monopoly sec-
tors. Low level of competition leads to innovative passivity, technological lag, high costs, and reduction of 
competitiveness. For instance, the degree of fixed capital depreciation in the country on average exceeds 30-
40%, and the coefficient of renewal does not exceed 2-3%. The measures taken to develop competition at the 
sectorial and territorial level are not enough as they do not have a proper influence on the competitiveness of 
firms.

It is necessary to note another important external factor of competitiveness – geographical location of enter-
prises that forms a regional polarization in the level of competitiveness, spatial inequality in the competitive 
advantages of getting access to tight resources (quality labor force, sources of investments, energy, construction 
industry, etc.).

Investment and innovation activities of firms are the most important internal factor of competitiveness. (Bez-
palov et al., 2019). However, as it has already been noted, fixed capital in the vast majority of enterprises has 
got a high physical and moral deterioration, and investment activity of enterprises remains very low. Many 
innovative products and technologies of domestic and foreign scientists are not used. It is obvious that mecha-
nism of stimulating innovative activity of enterprises is not created at the proper level, which is obliged to assist 
to accelerate technical and technological development through preferential taxation and lending, to allocate 
funds for the introduction of scientific and technological achievements in the production, to give moral and 
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material encouragement and other methods of financial support for firms that not only introduce domestic and 
foreign innovative products, but also actively carry out research and design works.

At the same time viability of priority financial support for new enterprises equipped with advanced technology 
is obvious rather than existing ones, burdened with the traditional structure of fixed capital.
One more internal factor of competitiveness is the effective use of investments.

Labor relations and qualification of employees are considered to be an essential internal factor of competitive-
ness. It should be noted here that market laws have got a significant influence on the production relations in 
the sphere of labor resources and increase the requirements for the quality of labor force. In market conditions, 
where there is competition and intention for maximum profit, firms have to search ways to reduce production 
costs. Due to limitation of funds for renewal of fixed capital firms are trying to reduce costs through saving 
fluid capital, including a reduction of the number of employees, a reduction where possible, in wages, funds for 
social development, labor safety and security.

At the same time there is an acute shortage of skilled personnel of working professions because of the 
termination of many vocational schools work. In order to solve this problem, investments for external and 
internal training are allocated what is a necessary condition for supporting competitiveness (Adamczyk et 
al., 2019).

Finally, structure of property, quality of functioning of public services, industrial and social infrastructure make 
influence on the competitiveness of the region. These factors indirectly affect the change of competitive posi-
tions of the territory through the living conditions of the population.

It seems that competitiveness can be defined as the ability to create conditions for steady development of the 
region. Two concepts - “competitiveness” and “steadiness” are interrelated and interdependent as the first is 
the main indicator of steady development of the region. The higher its level, the higher the degree of its steadi-
ness and assessment of the factors of its competitiveness development, the possibility of effect of the regional 
administration on its components.

It is reasonable to use the model of “national rhomb” proposed by M. Porter. According to this model, the 
role of the region in creating competitive advantages can be researched in four interrelated directions (deter-
minants) that form a “regional rhomb” (natural resources, capital, skilled workers, infrastructure). We have 
added two more - information and entrepreneurial talent. Conditions of the demand include the level of in-
come, elasticity of demand, demands of customers to the quality of goods and services. Related and support-
ing sectors provide the enterprises with necessary resources, components, information, banking, insurance 
and other services.

Strategies and competition create competitive environment and develop competitive advantages. Based on this 
model we made a scheme of six main parameters, taking into account the effects of internal and external envi-
ronment that affect the development of competitiveness in the region (Picture 1). It is seen from the diagram 
that each of the parameters is in relationship and interaction with internal environment of the region. In the 
management the external environment is called direct and indirect contacts of the object.
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Picture 1. Factors of development of the region’s competitiveness  
using the possibilities of external and internal environment

It consists of microenvironment (direct contacts) and macroenvironment (indirect contacts). Parameters have 
got a different degree of influence on the competitive advantage of the region and its further development (Aba-
sheva, Sulaev, 2019).

We consider development of the region’s competitiveness in four stages: competition based on factors of pro-
duction; competition based on investment; competition based on innovation; competition based on wealth.

In modern market conditions, it is reasonable to take the level of investment with further transition to inno-
vative development of the region as a basis. Today there is an objective necessity and the demand to fill the 
region with innovations of the attracted investments. Scientific knowledge, education, factors of production 
development, factors of formation of innovative potential have got a great importance in creating a competitive 
advantage of the region (Cheung, de Haan, 2013).

The first three stages ensure economic growth, the latter conditions growth in the future. In our opinion it is 
possible to take the criteria which characterize the level and quality of life of the population: income, education, 
health, environmental conditions as a basis in determining the competitiveness of the region.

The potential of the region is realized as a result of the functioning of the regional market which should in-
volve all available own resources in the reproduction process and effectively use them. Special attention should 
be paid to the regional market, the system of prices through direct and reverse links operating in competing 
regional markets and thus a single market and pricing system conforming to this market is gradually formed.

This process is sophisticated and long-standing as there are attempts of some regions in order to solve their eco-
nomic problems with the help of favorable prices at the expense of other regions (in the extraction of fuel and 
raw materials, in oil refining or construction). Further through the pricing mechanism in each market segment 
(labor, resources, goods and services, financial) prices are set which reflect both the cost of the main factors of 
production and the cost of ready products and services.

The pricing mechanism in the region refers to the process of pricing in certain segments of the regional market 
taking into account the influence of state and regional managing bodies on economic entities.

During determination of the region’s competitiveness supply chains were studied (Wen et al., 2018). They de-
termine the consistency and interrelation of the regional market through the pricing mechanism having ensured 
the competitiveness of the region and steady development.

Enterprises themselves have to create and get a competitive advantage in the regional market. Local authorities 
are not able to form or influence sufficiently on the institutional structures that are surrounded by the enterprises 
working there, however they must create the conditions that allow businesses to achieve competitive advantage. 
It is reasonable to note that the regions reach absolute and comparative advantages due to their differences, not 
the similarities. Each region has its own specific set of competitive sectors.
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As a result, it can be supposed that in the region where the sectorial structure of the economy has adapted 
faster to market methods of economy, where the administration supports the structure-forming enterprises and 
performs a reasonable economic policy, the pricing mechanism provides a balance of regional demand and 
proposals and contribute to the growth of competitiveness of the region.

The volume of GDP in 2018 comprised 59 614 billion tenge, according to forecasts, in 2019 the growth of real 
GDP can comprise 3.2-3.9%. The key sectors of Kazakhstan’s economy are trade (17%), production and pro-
cessing of oil and gas (15%) and other processing productions (11%). The share of the sectors related to oil and 
gas field in GDP comprised 21%.

The average gross value added per one employed in the economy of Kazakhstan comprised 6383 thousand 
tons in 2018. In 2018, the average nominal salary in Kazakhstan reached 176,000 tons per month which is 
17% higher than in 2017, the net inflow of foreign capital comprised $23 billion. Key investors in Kazakhstan 
are the Netherlands (30% of total foreign investment), the USA (22%) and Switzerland (10%). More than half 
(56%) of foreign investments are in the extractive industry, namely – oil and natural gas production (50%). Ka-
zakhstan’s export of goods exceeds the import almost double. The main trading partners are Russia (19% of the 
total turnover of the country) and Italy (14%). Key categories of the export: oil and oil products – 70%; metals 
and their products – 14%; food products – 5%. Key categories of the import: machinery and equipment – 40%; 
products of chemical sector– 16%; metals and their products – 13%.

The regional market is the initial category for the analysis of regional competitiveness. In this regard, the eco-
nomic category “competitiveness of the region” is considered with further access to the features of the pricing 
mechanism. The increase in the living standard of the population identified as the main criteria for the competi-
tiveness of the region mainly depends on the level of its income (salaries, social payments, benefits) which are 
formed in the labor market.

The research of the region’s economic growth and real standard of living of the population in the region in-
volves the measurement of income, first of all salaries with prices in the market of goods and services. Salaries 
being an element of production costs for the region mainly depend on the efficiency of its production.

In the context of this, it is necessary to note that the leading role in achieving the competitive steadiness of 
the region belongs to clusters. According to the classical definition, clusters are geographically concentrated 
groups of interrelated enterprises, specialized service providers and also uncommercial organizations and in-
stitutions related to their activities in certain areas which compete but at the same time complement each other 
(Mogilevskii, Akramov, n.d.). 

Particularly clusters create the critical mass that is necessary for competitive success in many fields. Clusters 
are a characteristic feature of any well-developed economy and that is why they are an essential component of 
economic development.

Use of the cluster form of business organization is most essential at the regional level due to the necessity for 
close contact between the cluster members which presumes some territorial unity. Location in one territory 
allows not only to meet quickly, discuss a common task, quickly solve the problem, but also to determine that 
direction of activity which is the most competitive for the region now and will be beneficial in the future.

Besides, the region has got a strong joint advantage if it has well-functioning institutional and communication 
networks, public-private partnerships that are adapted to the needs of the business world. All this encourages 
the development of interaction, exchange of information, initiatives in regional economic structures, stimulates 
synergy, and generates new knowledge and ideas.

In order to identify the possibilities of cluster technology it is necessary to analyze the competitive steadiness 
of enterprises in the region, which is understood as the strengthening of the positions of economic entities in 
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this environment, their ability to support their own competitiveness in the long term using the possibilities of 
the external environment. Assessment of the potential and success of clustering in the region assumes quantita-
tive analysis of statistical data and qualitative analysis of the availability and composition of the resource base, 
sectorial specialization necessary to provide competitiveness in certain areas.

It is necessary to note the viability of the analysis of the competitive steadiness of the region, supplemented by 
the analysis of the competitive steadiness of the field, that is, a group of enterprises in the region which produce 
homogeneous or technologically almost homogeneous products. It is also necessary to pay attention to the pos-
sibility of creating production chains from the processing of raw materials to the ready product.

The economic behavior of any region and also economic entities of all ownership forms is now viewed through 
the prism of increasing regional competitiveness through preserving and using existing, creating and realizing 
new competitive advantages. Regions compete in order to attract and retain companies, skilled personnel, pri-
vate capital and investments, state funds and clients (Nifontova, 2019).

The region will have absolute competitive advantages if: 1) it has got the best technological, institutional and 
infrastructural and social assets; 2) these advantages come from outside but work for the benefit of certain 
firms; 3) there is such state of things in which even in case of changes of pricing factors of geographical redis-
tribution of economic activities will not occur (Nedim et al., 2018). The given set of signs of competitiveness of 
territorial education shows the presence in the territory of certain properties that are in demand or particularly 
appraised by the consumer. In this way, correspondence with these requirements and the level of characteristics 
of the region determine its competitiveness. Certainly, competitive positions of the region are determined by the 
competitiveness of fields that make up the structure of its economy and located on the territory of enterprises, 
firms, companies, institutions, etc.

Analysis of the region’s economic environment allows to identify the conditions more completely that contrib-
ute to the development of competitiveness in the current social and economic conditions. The region’s economy 
is an economic complex, an integral territorial economic system where the leading role belongs to the fields of 
market specialization. It is necessary to consider the region not only as a set of natural, human, financial, pro-
duction resources, but also as a subject of social and economic relations, able to self-management which allows 
us to talk about the management of competitiveness at the regional level and the economic environment of the 
region should be understood as a set of sectors in their ratio and dynamics.

As large entities of property and economic activity regions become participants in the competition in the mar-
kets of goods, services and capital. The region as an economic entity interacts with national and transnational 
corporations. Location of headquarters and branches of the corporation, their pricing mechanisms, distribution 
of working places and orders, transfers, revenues, taxes, etc. make a strong impact on the situation of the re-
gions.

At the present moment, domestic and foreign researchers have accumulated some specific experience in ana-
lyzing the competitiveness of territorial structures. Thus, in the United States only, one of the most widespread 
forms of such assessment of states and cities is the annual development of so-called statistical maps containing 
four generalizing indexes: the index of economic effectiveness, the index of business viability, the index of 
growth potential, the tax and fiscal index (Gurban, 2015).

The method of analysis of the regional economy is also widespread through the comparison of competitive 
advantages. In this case evaluation of the development level of the territory is made on the basis of such criteria 
as the availability of natural resources, availability of raw materials, geographical location, qualification of the 
labor force, the availability and condition of fixed assets, the development of regional consumer and financial 
markets, the policy of local administration, the level and quality of life.

Various researches are carried out in order to identify the main trends in the development of regions, evalu-
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ate their level of development to make further offers to improve competitiveness including: a comprehensive 
analysis of the development of the region as a component of the social and economic system of the country; a 
retrospective analysis of the economic development of the region as an independent economic agglomeration; 
an integral estimation of the potential of the region.

At the same time the following principles of evaluation of the region’s competitiveness are used in the analysis: 
1) presence of purposes and objectives of the regional system, their realizability; 2) development of methods of 
indicative planning by regional structures and the reality of plans; 3) optimality of the division of powers and 
responsibilities of various bodies; 4) skillful regulation of economic entities in the territory, effective control of 
the execution of all programs and projects in the region (Savrukov, Savrukov, 2017).

At the stage of innovative development for Kazakhstan the most important task is to improve the structure of 
the economy of the country and its regions, to provide effective functioning and big resulting of the invested 
labor and capital (Dnishev, Alzhanova, 2015). Such orientation is in line of State programs and evaluation of 
the region’s level of development is very important for us as this constitutes the integrity of the country.

The choice of indicators for the analysis of the regions’ competitive positions was executed in the following 
sequence: stage 1 - determination of the comparison base in conformity with the purpose of evaluation; stage 
2 - measurement of the level and dynamics of to be estimated indicators; stage 3 - checking of the results of the 
1st and 2nd stages for comparability; stage 4 - formulation of the final evaluation of the level and dynamics of 
indicators.

During analyzing the level of the region’s competitiveness it is necessary to pay attention to: formation of equal 
institutional conditions, overcoming differences in the level of the regions’ economic development; sectorial 
principle of the region’s specialization, restructuring of the economy in compliance with the innovation and in-
vestment policy of the country and also medium-term and long-term programs of economic reforms; strength-
ening the integrity of the development of the region’s economy, widening of the use of progressive forms of 
spatial organization of production and distribution of the population (Tvaronavičienė, 2018.)

Conclusions 

Analysis of various aspects of the regional economy is directed to identifying the strategy of competitiveness 
of regional systems (Fedorova et al., 2019). In the analysis of regional economies at the regional level the same 
macroeconomic indicators are applied as in the analysis of the national economy.

Analysis of the territorial structure of the country’s economy allows to evaluate how the distribution of popula-
tion, national wealth, production, consumption, income and also how strong their competitive position is, the 
growth of the mentioned indicators runs the growth of the population much more ahead. The main prerequisites 
of the current trends are a favorable investment climate, rising of prices for industrial products, realization of 
measures for import substitution, realization of infrastructure programs, provision of tax incentives and prefer-
ences in the processing spheres, expansion of consumer demand due to income growth.
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