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The Global Competitiveness Index

What is Global Competitiveness Index (GCI)

» Global Competitiveness Index (GCI) is defined by the World Economic Forum. It is a set of
institutions, policies, and factors that determine the level of productivity of a country, conditions
of public institutions and technical conditions

What kind of data is used in rating

» Rating uses public accessible (statistic) datas (WB, IMF, etc.) and results of findings made by World
Economic Forum. These findings are made annually with the support of partner institutions
(research institutions and business centers)

What does the report “Global Competitiveness Index” contain

» GCI analysis the factors that play significant role in creating favorable business-climate
environment in the country and are important for competitiveness and manufacture point of view

» It considers strength and weaknesses of a country, identifies priorities for the facilitation of
political reforms implementation

How many countries does the report encompass

» The report 2009-2010 encompasses 133 countries. One country, Moldova, is not covered this
year, because of a lack of survey data
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What does factor group contain

» GCI contains three stages of country development: factor-driven stage, efficiency-dtiven stage

and innovation-driven stage

Stages of Development GDP (per capita) Number of Countries

I stage-Factor-driven Less than 2000 US dollar 38 countries

Transition from Stage 1 to Stage 2 2000-3000 US dollar 18 countries (including
Georgia, Azerbaijan)

IT stage-Efficiency-driven 3000-9000 US dollar 26 countries (including Armenia,
Ukraine)

Transition from Stage 2 to Stage 3 9000-17000 US dollar 14 countries (including Russia,

Turkey, Latvia, Lithuania)

III stage-Innovation-driven Morte than 17000 US dollar 37 countries (including Estonia)
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Three main stages of country development contain 3 sub-indexes, that are grouped into 12 pillars
of competitiveness

Basic requirements

1. Institutions

2. Infrastructure Key fo.r

. . factor-driven

3. Macroeconomic stability )
cconomies

4. Health and primary education

Efficiency enhancers

1. Higher education and training

2. Goods market efficiency Key for

3. Labor market efficiency efficiency-driven

4. Financial market sophistication economies

5. Technological readiness

6. Market size

Innovation and sophistication factors Key for

1. Business sophistication innovation-driven

2. Innovation economies




The Global Competitiveness Index

In 2009-2010, Georgia takes 90™ position, its ranking score amounts to 3,81 (moderate indicator)

Georgia’s rating by years, 2004-2010 Comparison of Georgia’s rating with other countries
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Georgia’s rating by years and three sub-indexes

Compared to 2006-07, in 2009-2010 Georgia’s
position has worsened in three components:

>
>

Basic requirements 0 3 steps down o1

: 87 87 89
Efficiency enhancers 2 steps down

Innovation and sophistication factors 0

4 steps down 2006-07 2007-08 2008-09 2009-10

B Basic requirements
Efficiency enhancers

B Innovation and sophistication factors
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In 2009-2010, Georgia

> Basic requirements 0 85® place, overall score - 4.10
» Efficiency enhancers 0 89" place, overall score - 3.73
» Innovation and sophistication factors 8 117 place, overall score - 2.94
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12 pillars of competitiveness are grouped into three factor groups, that, for their part, encompass 110
components and are estimated by the scores from 0 to 7

from 545to 7 score - very high indicator
from 4.51to 544 score - high indicator
from 3.51 to 4.50 score - middle indicator

from3.01 to 3.50 score - law indicator

VV V VYV V

from 0 to 3 score - very law indicator

These components are divided into two directions:
»  competitive advantage

»  competitive disadvantage

Out of 110 components, Georgia has competitive advantage only in 23 components and competitive
disadvantage in 87 components
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I. Institutions I1. Infrastructure

This indicator is measured by 19 components: This indicator is measured by 2 components:
» Competitive advantage — in 6 components: » Competitive advantage — in 1 component:

0  Diversion of public funds 0  Quality of overall infrastructure

0  Wastefulness of government spending

0 Burden of government regulation » Competitive disadvantage — in 7 components:

0 Transparency of government policymaking 0  Quality of infrastructure

O Business costs of crime and violence Quality of roads

0  Reliability of police services Quality of port infrastructure

Quality of air transport infrastructure
» Competitive disadvantage — in 13 components: Available seat kilometers

Property rights Quality of electricity supply

O O O o o o

Intellectual property protection Telephone lines
Public trust of politicians

Judicial independence

Favoritism in decisions of government officials
Efficiency of legal framework in settling disputes
Efficiency of legal framework in challenging regs
Business costs of terrorism

Organized crime

Ethical behavior of firms

Strength of auditing and reporting standards
Efficacy of corporate boards

Protection of mi nority sharehol dersd interests

O O O O O o oo oo o o o
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ITI. Macroeconomic stability IV. Health and primary education

This indicator is measured by 5 components: This indicator is measured by 11 components:

» Competitive advantage — in 1 component: » Competitive advantage — in 1 component:
0 Government debt 0 HIV prevalence

» Competitive disadvantage — in 4 components: » Competitive disadvantage — in 10 components:
0 Government surplus/deficit O Business impact of malaria

National savings rate oL
& Malaria incidence

o
0 Inflation
o Business impact of tuberculosis

Interest rate spread
Tuberculosis incidence

Business impact of HIV/AIDS

0)

0)

0)

)

0 Infant mortality
0 Life expectancy

0 Quality of primary education
0 Primary enrollment

)

Education expenditure
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V. Higher education and training VI. Goods market efficiency

This indicator is measured by 8 components: This indicator is measured by 15 components:
» Competitive disadvantage — in 8 components: » Competitive advantage — in 7 components:
0 Secondary enrollment 0 Extent and effect of taxation
0 Tertiary enrollment 0 No. of procedures required to start a business
_ ' 0 Time required to start a business
0 Quality of the educational system 0 Tariff barriers
0 Quality of math and science education 0 Business impact of rules on FDI
0 Quality of management schools 0 Burden of customs procedures
0 Internet access in schools 0 DPrevalence of trade barriers
0 Local availability of research and training services > Competitive disadvantage — in 8 components:
0 Extent of staff training

Intensity of local competition

Extent of market dominance
Effectiveness of anti-monopoly policy
Total tax rate

Agricultural policy costs

Prevalence of foreign ownership

Degree of customer orientation

©O O O O O 0O O o

Buyer sophistication
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VII. Labor Market Efficiency VIII. Financial Market Sophistication

This indicator is measured by 9 components: This indicator is measured by 9 components:
» Comparative advantage —in 5 components: » Comparative advantage — in 2 components:
Flexibility of salary 0 Restrictions of capital flow
0 Complication of employment 0 Safeness of investment concerns
O Praxis of hiring and
0 Expenses of » Comparative disadvantageous condition — in 7
0 Cost and Productivity. components:

Improvement of Financial Market

» Comparative disadvantageous condition — in 4 Financing by Local Capital Market

components: Availability of Loans

0 Cooperation between Employer and employees Existence of Risky Capital
Professional management Solidity of Banking Sector
Regulation of Stock Exchange

Index of Legal Rights

©O O o o o o

(0]
0 Brain flow
(0]

Women involvement in workforce
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This indicator is measured by 9 components: This indicator is measured by 5 components:

» Comparative disadvantageous condition — in » Comparative disadvantageous condition — in
8 components: 2 components :
0 Existence of high Technologies 0 Index of Internal Market Size
0 Assimilation of technologies by industries 0 Index of External Market Size

0 Legislation on Information and
communication technologies

0 Foreign Direct Investments and Transfer of
Technologies.

Demand on Mobile Phones
Internet Consumption
Number of PCs

High quality (?)Internet

© O O O
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XI. Development of Index XII. Innovations

This indicator is measured by 9 components: This indicator is measured by 7 components:
» Comparative disadvantageous condition — in 9 »  Comparative disadvantageous condition — in
components : 7 components:
0 Quantity of Local Suppliers 0 Innovative Capabilities
0 Quality of Local Suppliers 0 Quality of Scientific Institutions
0 Quality of Group Development 0 Expenses on Scientific Research and
0 Essence of Comparative Advantage Development
0 Chain Cycle 0 Involvement of Industrial Institutions in
0 Control on international allocation Scientific Research
. 0 Governmental Consumption of Developed
0 Improvement of production process : _
) _ Technological Production
0 Quality of Marketing ] o .
‘ ‘ 0 Existence of Scientists and Engineers
0 Delegation of authority

0 Use of Patents
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You can find the results of Survey, held with the business enterprises of Georgia. The survey highlighted those
issues, which are obstacle factors for doing and development of business in Georgia

Main Problems of Doing Business

Accessability of finances ] T ss
instability of governments/tevolutions - e
Political instability - T
Nonqualified workforce T

Bad infrastructure | N 2
Weak working ethic in national workforce | NG 6.3
Inneffective state burocracy | G 5.9
Tax regulations | G 5.1
Inflation +{ " 45
Corruption - M 34
Tax rates - T 2.6
External monetary regulations Ml 1.5
Weak healthcare {Hll 0.9
Legal abuses and theft ] 0.4
Restrictive working regulations 4 0.2

0 5 10 15 20

Share of responces
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The partner organization of World Economic Forum in Georgia is Business Initiative for Reforms in Georgia

This is nongovernmental, non-profit OThink T a n, kifbing at organizing public debates with the aim to promote
political reforms in the country. The organization mainly focuses on macroeconomic basis and other concrete directions
which are inevitable preconditions for competitiveness and sustainable economic development

BIRG actively cooperates with the World Economic Forum in Davos, which has covered Georgia in its global
competitiveness report

This organization was an initiator of involving Georgia in the report of GCI. For achieving above-mentioned
goal, BIRG became a partner institution of World Economic Forum. This organization is responsible for carrying out
the Executive Opinion Survey of leading companies in Georgia

The financial assistance was provided by following companies, organizations and funds with the aim to involve Georgia
in this report:

AEurasm Foundation Business Initiative for Reforms in Georgia 0

American 0 Georgian Business association Founding members

Program of the EU “Business Advisory Service” Giga Makharadze 8 Member of Founding
TBC Bank Di r e Cdurilr 6 s

Company of mineral waters of Georgia Tamar Chincharauli d Executive Director

GMT group Mamuka Tsereteli & Member of Founding

Agritechnics Di r e €Cdumailr & s

The Fund of Municipal Development of Georgia



