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WORLD ECONOMIC FORUMWORLD ECONOMIC FORUMWORLD ECONOMIC FORUMWORLD ECONOMIC FORUM

WEF is a non-profit WEF Headquarters is located in Geveva, 

independent international 

organization, the activities of 

which are aimed at the 

Switzerland.

The annual summit 

development of  

entrepreneurship,  facilitation 

of economic progress, and 

organized by WEF in Davos 

is one of the world’s most 

representative summits for p g

social development.

p

global political, business and 

public leaders.

WEF provides a forum for 

cooperation betweeen leaders of 

political, scientific and business WEF has a number of other programs 
and initiatives e g

circles aimed at improving the 

state of the world. 

and initiatives, e.g.  

• “Regional summits”

• “WEF in Russia”



GLOBAL COMPETITIVENESS GLOBAL COMPETITIVENESS 
PROGRAMMEPROGRAMMEPROGRAMMEPROGRAMME

Through its reports and activities the Global Competitiveness 
Programme of the World Economic Forum identifies impediments toProgramme of the World Economic Forum identifies impediments to 

growth and thereby helps stimulate the development of relevant 
strategies to achieve sustained economic progress.

• Flagship product: “Global Competitiveness Report”.

P ti d bli ti f “Gl b l I f ti T h l R t” d• Preparation and publication of “Global Information Technology Report”and 
regional and special topic reports.



THE GLOBAL COMPETITIVENESS REPORTTHE GLOBAL COMPETITIVENESS REPORTTHE GLOBAL COMPETITIVENESS REPORTTHE GLOBAL COMPETITIVENESS REPORT

Launched in 1979 covering 16 countriesLaunched in 1979 covering 16 countries.

• The Report has since expanded its coverage, in 2004 to 104 countries. 
In 2005, this will increase to 117 countries.,

• 2004 marked the 25th Anniversary of measuring competitiveness.
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The most comprehensive data set on competitiveness.

Assesses the comparative strengths and weaknesses of a large number of 

THE GLOBAL COMPETITIVENESS REPORTTHE GLOBAL COMPETITIVENESS REPORT

p g g

economies and factors affecting competitiveness and economic growth.

• Provides with an exceptional opportunity to make in depth analysis of the specifics 
of each economy involvedof each economy involved.  

• Multidimensional analysis of economies.

• Produced in collaboration with leading academics worldwide and a global network 
f t ( h) i tit tof partner (research) institutes.

Partner Institute of WEF in Armenia is the Economy &Partner Institute of WEF in Armenia is the Economy & 
Values Research Center. Armenia has been involved in 
the GCR for the first time.
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Executive Opinion Survey

THE GLOBAL COMPETITIVENESS REPORTTHE GLOBAL COMPETITIVENESS REPORT

• Use of “hard data” (publicly available information) and 
survey data (from the Executive Opinion Survey)y ( p y)

• The Executive Opinion Survey records the 
ti f b i l d d th ldperspectives of business leaders around the world; 

Survey data is indispensable, particularly for variables 
h li bl h d d t i twhere no reliable hard data sources exist

Respondents compare their own operating environments p p p g

with global standards on a wide range of dimensions
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Executive Opinion Survey

THE GLOBAL COMPETITIVENESS REPORTTHE GLOBAL COMPETITIVENESS REPORT

• The sample of respondents is carefully selected by the Partner 
Institute of the WEF in a given country to reflect the structure of a 
country’s business environment (i e the composition of thecountry’s business environment (i.e. the composition of the 
sample (in percentage terms). It is also preferable that the 
respondent company has international experience.

• The questionnaire is structured around the main issues affecting 
the state of an economy’s current business environmentthe state of an economy’s current business environment.

• In 2005, the record response rate was over 10,993 responses.



THE GLOBAL COMPETITIVENESS REPORTTHE GLOBAL COMPETITIVENESS REPORT

Executive Opinion Survey

THE GLOBAL COMPETITIVENESS REPORTTHE GLOBAL COMPETITIVENESS REPORT

In Armenia, the survey was well organized and 
with broader coverage.
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THE GROWTH COMPETITIVENESS INDEXTHE GROWTH COMPETITIVENESS INDEX

Growth competitiveness index

Public institutions index
Macroeconomic 

environment  index
Technology index

Innovation sub-index Macroeconomic 
stability sub-index

Contracts and law sub-index

Technology transfer 
sub-index

Country credit ranking Corruption sub-index

Information &
communications Government waste

technology sub-index



THE GROWTH COMPETITIVENESS INDEXTHE GROWTH COMPETITIVENESS INDEX

Top 15 rankings in terms of GCI

GCI 2004 RankGCI 2005 ScoreGCI 2005 RankCountry

35.653Sweden

25.812United States

15.941Finland

75 486Si

45.585Taiwan

55.654Denmark

85.468Switzerland

105.487Iceland

75.486Singapore

125 2111Netherlands

145.2110Australia

65.409Norway

115.1113United Kingdom

95.1812Japan

125.2111Netherlands

135.1015Germany

155.1014Canada



THE GROWTH COMPETITIVENESS INDEXTHE GROWTH COMPETITIVENESS INDEX

Lowest 15 rankings in terms of GCI

GCI 2004 RankGCI 2005 ScoreGCI 2005 RankCountry

873.00

--3.01

903.01

105

104

103

Malawi

Tajikistan

Ecuador

2 93

962.95

1013.00

108

107

106

E t Ti

Madagascar

Ethiopia

1022.86

992.89

--2.93

110

109

108

Bangladesh

Zimbabwe

East Timor

1002 80

--2.82

--2.84

113

112

111

Paraguay

Cambodia

Cameroon

--2.73

--2.74

1002.80

115

114

113

Guyana

Benin

Paraguay

1042.37

--2.62

117

116

Chad

Kyrgyz Republic
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CIS Countries

GCI 2004 
R k

GCI 2005 
S

GCI 2005 
R kC t

3 6469A b ij

--3.7761Kazakhstan

RankScoreRankCountry

A i

703.5375Russian Federation

--3.6469Azerbaijan

--3.3782Moldova

--3.4479Armenia

943.2586Georgia

863.3084Ukraine

--2.62116Kyrgyz Republic

--3.01104Tajikistan
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Technology indexTechnology index

Fi l d

6.191United States 

ScoreRankCountry

5.784Sweden

5.853Taiwan

6.022Finland

5.267Korea, Rep

5.296Switzerland

5.305Denmark

4.9310Singapore

5.169Iceland

5.248Japan

4.8713Norway

4.8712Israel

4.8811Netherlands

4.7816Germany

4.7915Canada

4.8214Australia

4.6218Estonia

4.6617United Kingdom
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Technology index

ScoreRankCIS Countries

Technology index

2.9977Kazakhstan

3.0173Russian Federation

2.8285Ukraine

2.8484Georgia

2 7689Moldova

2.7987Azerbaijan

2.8285Ukraine

2 52104Tajikistan

2.6994Armenia

2.7689Moldova

2.34113Kyrgyz Republic

2.52104Tajikistan
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Technology index

Technology 
ICT bI tiT h l

Technology index

ScoreRankScoreRankScoreRankScoreRank CIS Countries

transfer sub-
index

ICT sub-
index

Innovation 
sub-index

Technology 
index

3,81722,24742,79412,9977Kazakhstan

3,92702,43623,41293,0173Russian Federation

4,08622,17793,19332,8285Ukraine

4,05642,03872,38602,8484Georgia

3,59782,27722,19742,7689Moldova

2,91902,21782,05812,7987Azerbaijan

3,56811,91921,85892,52104Tajikistan

3,66761,88972,21712,6994Armenia

3,57791,91902,36632,34113Kyrgyz Republic



Public institutions index

THE GROWTH COMPETITIVENESS INDEXTHE GROWTH COMPETITIVENESS INDEX
Public institutions index

6 352D k

6,351New Zealand

ScoreRankCountry

Fi l d

6,254Singapore

6,333Iceland

6,352Denmark

6,087Luxembourg

6,136Norway

6,195Finland

6,0110Australia

6,029Switzerland

6,048Germany

5,9313Ireland

5,9812United Kingdom

6,0011Austria

5,8316Netherlands

5,8315Portugal

5,8414Japan

5,7718United States

5,8217Sweden
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Public institutions index

ScoreRankCIS Countries

Public institutions index

4,1166Armenia

4,2063Moldova

3,8976Kazakhstan

4,0967Azerbaijan

3 5690Ukraine

3,6587Georgia

3,8976Kazakhstan

3 33101Tajikistan

3,5591Russian Federation

3,5690Ukraine

2,89115Kyrgyz Republic

3,33101Tajikistan
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Public institutions index

Corruption subContracts and lawPublic institutions

Public institutions index

ScoreRankScoreRankScoreRankCIS Countries

Corruption sub-
index

Contracts and law 
sub-index

Public institutions 
index

4 44723 75614 0967A b ij

4,70613,51724,1166Armenia

5,28473,12934,2063Moldova

4 04873 25843 6587Georgia

4,23813,56713,8976Kazakhstan

4,44723,75614,0967Azerbaijan

4,33762,781093,5591Russian Federation

4,26792,871053,5690Ukraine

4,04873,25843,6587Georgia

3,071122,711122,89115Kyrgyz Republic

3,201103,46763,33101Tajikistan

,,,



Macroeconomic environment index
THE GROWTH COMPETITIVENESS INDEXTHE GROWTH COMPETITIVENESS INDEX

Score

5 821Singapore

RankCountry

5 524Fi l d

5,643Denmark

5,762Norway

5,821Singapore

5,406Qatar

5,435United Arab Emirates

5,524Finland

5,309Luxembourg

5,348Hong Kong

5,387Ireland

5,2412Sweden

5,2411Iceland

5,2610Netherlands

5,2015Chile

5,2114Australia

5,2313Switzerland

5,0723United States

5,1616Canada

5,2015Chile
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Macroeconomic environment index

ScoreRankCIS Countries

4,0258Russian Federation

4,4241Kazakhstan

3,5377Armenia

4,0556Azerbaijan

3 2590Georgia

3,5278Ukraine

3,5377Armenia

3 1496Moldova

3,1795Tajikistan

3,2590Georgia

2,62115Kyrgyz Republic

3,1496Moldova
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Macroeconomic environment

Macroeco-Macroeco-
Country 
credit 

ranking

Government 
waste sub-

index

Macroeco
nomic 

stability sub-
index

Macroeco
nomic 

environment 
index

3,95573,60395,06244,4241Kazakhstan

ScoreRankScoreRankScoreRankScoreRankCIS Countries

1 97983 12634 52553 5377A i

4,19542,59934,65424,0258Russian Federation

2,74783,19575,13184,0556Azerbaijan

1,581112,96694,23743,2590Georgia

2,92762,54964,31693,5278Ukraine

1,97983,12634,52553,5377Armenia

1 671092 301073 251142 62115K R bli

1,391152,75804,22753,1496Moldova

1,191162,91714,28723,1795Tajikistan

1,671092,301073,251142,62115Kyrgyz Republic



THE BUSINESS COMPETITIVENESS INDEXTHE BUSINESS COMPETITIVENESS INDEX

Business 

competitiveness 

index

Quality of national Company operations 

• Production process sophisticationPhysical infrastructure

business environment and strategy

• Production process sophistication

• Company spending on R & D

• Value chain presence

• Physical infrastructure

• Human resources

• Capital markets
• Use of professional management

• Customer orientation
• Cluster development

• Competition
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Stages of competitive developmentg p p

Resource-driven 
stage

Investment-driven 
stage

Innovation-driven 
stage

Factors of production Efficiency Unique 
al ebased on investments value



Top 15 rankings in terms of BCI

THE BUSINESS COMPETITIVENESS INDEXTHE BUSINESS COMPETITIVENESS INDEX
Top 15 rankings in terms of BCI

19981999200020012002200320042005Country

2004 GDP 
per Capita 

(PPP 
adjusted)

BCI Ranking

29 30522112122Finland

39 49811221211United States

19981999200020012002200320042005Country adjusted)

26 79910129998105Singapore

33 08987688474Denmark

28 88946344533Germany

29 90618141410111388Japan

31 69095555757Switzerland

28 968510873666United Kingdom

27 913119151315101211F

31 4061611131112171610Austria

29 25333437999Netherlands

29 90618141410111388Japan

32 92168111210121513Canada

28 205747663412Sweden

27 913119151315101211France

29 6821513101414111315Australia

25 6142019212116161714Taiwan



THE BUSINESS COMPETITIVENESS INDEXTHE BUSINESS COMPETITIVENESS INDEX

Company operations and 
strategy

Quality of national 
business 

environmentBCI Rank

912Finland

121United States

200520052005Country

1455Singapore

434Denmark

243Germany

9a d

3108J

577Switzerland

666United Kingdom

1455Singapore

11910Austria

889Netherlands

3108Japan

181313Canada

71412Sweden

101111France

231215Australia

131514Taiwan
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Company operations
Quality of national 

business

200520052005Country

Company operations 
and strategy

business 
environmentBCI Rank

707775Uk i

727574Russian Federation

607262Kazakhstan

908788Armenia

807477Azerbaijan

707775Ukraine

959496Georgia

949093Moldova

908788Armenia

11192108Kyrgyz Republic

100107102Tajikistan
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High income countries
Middle income 

countries
Low income 

countries

UNDERPERFORMERS

Germany Malaysia India

Finland Jordan Ghana

Singapore Tunisia Kenya

New Zealand South Africa Nigeria

United Kingdom Thailand Indonesia

Taiwan Chile Pakistan

Competitiveness (measured by BCI) 
would support higher  per capita 
income

Israel Jamaica Tanzania

El Salvador Vietnam

China Malawi

E t S i L kincome Egypt Sri Lanka

Estonia Zimbabwe

Turkey Azerbaijan

Philippines MadagascarPhilippines Madagascar

Brazil Mozambique

Colombia Gambia

Morocco TajikistanMorocco Tajikistan

Moldova
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High income countries
Middle income 

countries
Low income 

countries

Neutural countries

France Panama Bangladesh

Denmark Kazakhstan Mongolia

Netherlands Peru Georgia

Japan Costa Rica Ethiopia

Korea, Rep. Namibia Armenia

Competitiveness (measured by BCI) 
and per capita income are balanced

Sweden Ukraine Kyrgyz Republic

Switzerland Romania Cambodia

Czech Republic Hungary Honduras
and per capita income are balanced

Austria Lithuania Nicaragua

Poland

Serbia and Montenegro

Latvia

Botswana

Guatemala

M iMexico
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High income countries
Middle income 

countries
Low income 

countries

OVERPERFORMERS

Australia Venezuela Bolivia

Portugal Uruguay Ecuador

Belgium Bosnia and Herzegovina

United States MauritiusUnited States Mauritius

Slovenia Bulgaria

Spain Slovak Republic

Hong Kong SAR Macedonia, FYR

Per capita income is high relative to 
competitiveness (measured by BCI)

g g

Canada Guyana

Cyprus Algeria

Ireland Russian Federation

Iceland Croatia

Greece Albania

Malta Paraguay

United Arab Emirates Dominican Rep blicUnited Arab Emirates Dominican Republic

Bahrain Argentina

Italy Kuwait

Norway Trinidad and Tobagoy g

Qatar



THE GLOBAL COMPETITIVENESS INDEX

O th t t ki ith P f X i• Over the past two years, working with Professor Xavier 
Sala-i-Martin (Columbia University) to produce a new 
comprehensive index: the Global Competitiveness p p
Index.

• It unifies the two indexes (BCI and GCI): to assess both 
the macroeconomic and microeconomic determinants of 
competitiveness in one indexcompetitiveness in one index.

Competitiveness defined as the set of institutions,• Competitiveness defined as “the set of institutions, 
policies and factors that set the sustainable current 
and medium term levels of economic prosperity”.



THE GLOBAL COMPETITIVENESS INDEX

Resource-driven Efficiency-driven Innovation-driven 
stage

y
stage stage

Firms compete in prices, 
taking advantage of cheap 

Efficient production 
practices to increase

Economies need to 
produce innovative 

factors
practices to increase 

productivity

p
products using 

sophisticated production 
methods

Different weights given for the pillars depending on which stage 
a country is in.



THE GLOBAL COMPETITIVENESS INDEX

9 pillars of competitiveness

Basic requirements sub-index (Stage 1. Resource-driven)
1. Institutions
2. Infrastructure
3. Macroeconomy
4. Health and primary education

Efficiency enhancers sub-index (Stage 2. Efficiency-driven)
5. Higher education and training
6. Market efficiency (goods, labor, financial)
7 T h l i l di7. Technological readiness

Innovation and sophistication factors sub-index (Stage 3. Innovation-driven)
8 Business sophistication8. Business sophistication
9. Innovation



THE GLOBAL COMPETITIVENESS INDEX

Weights assigned to pillars (sub-indexes)

Stage
Basic 

requirements
Efficiency enhancers

Innovation and 
sophistication factors

Resource-driven stage 50% 40% 10%

Efficiency-driven stage 40% 50% 10%

Innovation-driven stage 30% 40% 30%
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Development stages

Classification by stages is done based on GDP per capitaClassification by stages is done based on GDP per capita

Stage1
<$2,000

Stage 2Stage 2
$3,000$3,000--$$99,000,000

Stage 3Stage 3
> $> $17,00017,000,

Armenia, India, 
Vietnam

,, ,,
Chile, Poland, Chile, Poland, 

TurkeyTurkey

$$ ,,
USA, UAE, USA, UAE, 
SingaporeSingapore

Countries with the level of GDP per capita above the threshold levels are 
considered to be countries in transition.

Transition 1Transition 1--22
$2000$2000--$3000$3000

Transition 2Transition 2--33
$9 000$9 000--$17 000$17 000$2000$2000--$3000$3000

Kazakhstan, Albania, Kazakhstan, Albania, 
TunisiaTunisia

$9,000$9,000--$17,000$17,000
Bahrain, Korea (Rep.), Bahrain, Korea (Rep.), 

TaiwanTaiwan

Armenia is in the 1-st stage of development.



THE GLOBAL COMPETITIVENESS INDEX

.Overall Index

Three sub-indexes

Basic 
requirements

Efficiency 
enhancers

Innovation 
factorsOverall Index requirements enhancers factors

Country Name Rank Score Rank Score Rank Score Rank Score

United States 1 5.85 18 5.61 1 5.85 1 6.07

Finland 2 5 73 2 6 05 5 5 54 5 5 68Finland 2 5.73 2 6.05 5 5.54 5 5.68

Denmark 3 5.73 1 6.15 3 5.60 7 5.47

Switzerland 4 5.67 6 5.91 7 5.44 4 5.73

Singapore 5 5 67 3 6 05 2 5 70 14 5 24Singapore 5 5.67 3 6.05 2 5.70 14 5.24

Germany 6 5.56 8 5.79 19 5.16 3 5.86

Sweden 7 5.55 7 5.80 9 5.40 6 5.50

T i 8 5 52 19 5 60 6 5 50 8 5 44Taiwan 8 5.52 19 5.60 6 5.50 8 5.44

United Kingdom 9 5.51 17 5.63 4 5.56 11 5.33

Japan 10 5.50 25 5.43 17 5.19 2 5.98

N th l d 11 5 39 9 5 77 16 5 21 12 5 26Netherlands 11 5.39 9 5.77 16 5.21 12 5.26

France 12 5.39 16 5.65 18 5.18 9 5.41

Canada 13 5.39 11 5.73 11 5.32 16 5.14

Hong Kong SAR 14 5.35 4 5.98 12 5.29 21 4.80

Austria 15 5.34 14 5.67 21 5.15 13 5.25



THE GLOBAL COMPETITIVENESS INDEX

Overall Index

Three sub-indexes

Basic 
requirements

Efficiency 
enhancers

Innovation factors

.Country Name Rank Score Rank Score Rank Score Rank Score

Uganda 103 3.36 107 3.67 96 3.00 86 3.18

Kyrgyz Republic 104 3 35 106 3 69 92 3 08 109 2 75Kyrgyz Republic 104 3.35 106 3.69 92 3.08 109 2.75

Tanzania 105 3.35 103 3.75 105 2.90 88 3.16

Benin 106 3.33 100 3.88 111 2.73 100 2.94

Madagascar 107 3 30 102 3 75 109 2 79 95 3 07Madagascar 107 3.30 102 3.75 109 2.79 95 3.07

Guyana 108 3.27 111 3.64 102 2.93 110 2.75

Gambia, The 109 3.26 110 3.64 106 2.90 108 2.78

Zimbabwe 110 3.25 113 3.43 93 3.05 87 3.17

Cambodia 111 3.20 104 3.71 114 2.71 113 2.61

Mozambique 112 3.17 112 3.61 113 2.71 106 2.86

East Timor 113 3.09 109 3.66 115 2.55 117 2.39

Malawi 114 3.08 114 3.31 108 2.80 99 2.97

Mali 115 2.94 116 3.08 112 2.72 91 3.13

Ethiopia 116 2.85 115 3.19 116 2.48 111 2.67

Chad 117 2.65 117 3.03 117 2.22 116 2.50
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Three sub-indexes

Basic Efficiency Innovation

.Overall Index

Basic 
requirements

Efficiency 
enhancers

Innovation 
factors

Country Name Rank Score Rank Score Rank Score Rank Score

Kazakhstan 51 4.17 51 4.66 56 3.83 58 3.59

Russian Federation 53 4.10 60 4.53 53 3.87 66 3.53

Azerbaijan 62 4.04 48 4.71 79 3.33 64 3.55

Ukraine 68 3.97 74 4.32 64 3.64 60 3.59

Armenia 81 3.75 80 4.20 82 3.29 80 3.35Armenia 81 3.75 80 4.20 82 3.29 80 3.35

Georgia 86 3.61 88 4.05 88 3.23 103 2.94

Moldova 89 3.58 93 3.98 89 3.22 96 3.05

Tajikistan 92 3.53 85 4.11 99 2.96 102 2.94

Kyrgyz Republic 104 3.35 106 3.69 92 3.08 109 2.75
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Basic requirements

2 3.
4. Health and 

primary.

Basic requirements 1. Institutions
2. 

Infrastructure
3. 

Macroeconomy
primary 

education

Country Name Rank Score Rank Score Rank Score Rank Score Rank Score

Armenia 80 4.20 77 3.40 95 2.57 70 4.31 75 6.52

Azerbaijan 48 4.71 67 3.61 51 3.73 12 5.44 92 6.05

G i 88 4 05 82 3 32 83 2 76 87 4 07 91 6 06Georgia 88 4.05 82 3.32 83 2.76 87 4.07 91 6.06

Kazakhstan 51 4.66 64 3.65 62 3.54 26 5.10 83 6.37

Kyrgyz Republic 106 3 69 109 2 85 106 2 31 115 3 03 71 6 58Kyrgyz Republic 106 3.69 109 2.85 106 2.31 115 3.03 71 6.58

Moldova 93 3.98 94 3.12 78 2.94 80 4.21 102 5.65

Russian Federation 60 4.53 104 2.94 53 3.71 36 4.81 60 6.65Russian Federation 60 4.53 104 2.94 53 3.71 36 4.81 60 6.65

Tajikistan 85 4.11 81 3.32 99 2.45 71 4.29 81 6.39

Ukraine 74 4.32 92 3.13 58 3.63 65 4.36 90 6.16



THE GLOBAL COMPETITIVENESS INDEX
Efficiency enhancers

Efficiency 5 Higher education 7 Technological. Efficiency 
enhancers

5. Higher education 
and training

6. Market efficiency
7. Technological 

readiness

C t N R k S R k S R k S R k SCountry Name Rank Score Rank Score Rank Score Rank Score

Armenia 82 3.29 67 3.80 93 3.52 91 2.56

Azerbaijan 79 3 33 78 3 62 87 3 60 79 2 77Azerbaijan 79 3.33 78 3.62 87 3.60 79 2.77

Georgia 88 3.23 80 3.60 83 3.69 100 2.41

Kazakhstan 56 3 83 52 4 17 52 4 20 61 3 12Kazakhstan 56 3.83 52 4.17 52 4.20 61 3.12

Kyrgyz Republic 92 3.08 75 3.69 92 3.52 115 2.03

Moldova 89 3 22 82 3 55 89 3 56 92 2 55Moldova 89 3.22 82 3.55 89 3.56 92 2.55

Russian Federation 53 3.87 34 4.69 65 4.04 74 2.87

Tajikistan 99 2 96 97 3 06 104 3 40 101 2 41Tajikistan 99 2.96 97 3.06 104 3.40 101 2.41

Ukraine 64 3.64 41 4.46 73 3.87 87 2.58
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Innovation factors
.

Innovation factors
8. Business 

sophistication 9 InnovationInnovation factors sophistication 9. Innovation

Country Name Rank Score Rank Score Rank Score

Armenia 80 3.35 81 3.69 73 3.01

Azerbaijan 64 3.55 71 3.89 53 3.21

Georgia 103 2.94 106 3.16 93 2.72

Kazakhstan 58 3.59 63 4.03 59 3.16

Kyrgyz Republic 109 2.75 100 3.28 113 2.23

Moldova 96 3.05 97 3.33 92 2.76

Russian Federation 66 3.53 77 3.78 49 3.29

Tajikistan 102 2.94 108 3.12 91 2.77

Ukraine 60 3.59 68 3.97 54 3.21



79Growth Competitiveness Index
ARMENIA

71Innovation sub index

94Technology Index

79Growth Competitiveness Index

70Technology transfer sub-index

97Information and communications technology sub-index

71Innovation sub-index

C di ki

55Macroeconomic stability sub-index

77Macroeconomic Environment Index

66P bli I tit ti I d

63Government waste

98Country credit ranking

72Contracts and law sub-index

61Corruption sub-index

66Public Institutions Index

88Quality of national business environment

86Business Competitiveness Index

86Company strategy and operations

88Quality of national business environment



ARMENIA

Most problematic factors for businesses

Tax regulations

Corruption

Access to financing

Government bureaucracy

Tax rates

Inadequately educated workforce

Poor work ethic

Policy instabilityPolicy instability

Foreign currency regulations

Inflation

Government instability/coupsGovernment instability/coups

Restrictive labor regulations

Crime and theft



ARMENIA
Notable competitive advantages
Growth competitiveness index

Macroeconomic environment

Real effective exchange rate, 2004 28

Recession expectations 29Recession expectations 29

Government debt, 2004 30

Access to credit /compared to the previous year/ 32

Budget surplus/deficit, 2004 45

Public institutions

Organized crime 38

T h lTechnology

Firm-level technology absorption 49



ARMENIA

Business competitiveness index

S hi ti ti f ti d t t 86

Notable competitive advantages

Sophistication of company operations and strategy 86

Nature of competitive advantage 41

Capacity for innovation 47

Value chain presence 48Value chain presence 48

Quality of national business environment

Availability of scientists and engineers 25

Cooperation in labor-employer relations 28

Quality of math and science education 36

Other indicatorsOther indicators

Ease of hiring foreign labor 1

Hiring and firing practices 12

Business costs of crime and violence 29Business costs of crime and violence 29

Prioritization of energy efficiency 31

Flexibility of wage determination 31

Pay and productivity 32y p y

Agricultural policy costs 39

Private sector employment of women 45

Impact of rules on FDI 45



ARMENIA
Notable competitive disadvantages

Growth competitiveness index

Macroeconomic environment

Interest rate spread, 2004 104

Country credit ranking, 2004 98y g,

Inflation, 2004 87

Government waste 63

National savings rate 2004 63National savings rate, 2004 63

Public institutions

J dicial independence 108Judicial independence 108

Favoritism in decisions of government officials 102

Irregular payments in tax collection 67

Irregular payments in exports and imports 66

Property rights 65

Irregular payments in public utilities 56



Armenia

Growth competitiveness index

Notable competitive disadvantages

Technology

Quality in competition in the ISP sector 109

Cellular telephones, 2003 103

Prevalence of foreign technology licensing 103

Internet access in schools 100

Technological readiness 96

Laws relating to ICT 95

Company spending on R & D 91

Personal computers, 2003 88

Internet users, 2003 86

Government success in ICT promotion 84

University/industry research collaboration 82

Internet hosts, 2003 81

FDI and technology transfer 66

Gross tertiary enrollment 66

Telephone lines 2003 65Telephone lines, 2003 65

Government prioritization of ICT 64

Utility patents, 2004 57



ARMENIA

Business competitiveness index

Notable competitive disadvantages

Sophistication of company operations and strategy 86
Extent of marketing 107Extent of marketing 107
Reliance on professional management 105
Prevalence of foreign technology licensing 99

Quality of national business environment

Port infrastructure quality 109
Decentralization of corporate activity 108
Intensity of local competition 107Intensity of local competition 107



ARMENIA

Other factors

Availability of mobile or cellular telephones 117

Notable competitive disadvantages

Availability of mobile or cellular telephones 117

Extent of market dominance 115

Importance of corporate social responsibility 112

Effectiveness of antitrust policy 110

Financial market sophistication 110

Effects of privatization on competition and the environment 109Effects of privatization on competition and the environment 109

Intellectual property protection 109

Protection of ecosystems by businesses 109

Local equity market access 108

Protection of minority shareholders’ interests 106

Telephone/fax infrastructure quality 105Telephone/fax infrastructure quality 105

Effects of compliance on business 104 



Key Conclusions

Macroeconomy

Armenia recorded certain success in creating 
predictable macroeconomic environment. 
However, in terms of competitiveness there are 
serious disadvantages whose negative impact on g g p
economic growth will be visible in midterm 
perspective (3-5 years).

Armenia has most serious and fundamental Armenia has most serious and fundamental 
compatitive disadvantages in microeconomic realmcompatitive disadvantages in microeconomic realm

Various key components of business environment, 
which are critical for value creation activities, 
hamper formation of competiti e ad antages

Microeconomy
hamper formation of competitive advantages. 
Armenian companies lag behind in strategy and 
business operations.



Key Conclusions

Breaking of some stereotypes

Corruption is the most serious 
challenge for businesses.

Armenia holds a leading place with herArmenia holds a leading place with her 
macroeconomic environment. 

The major problems of economy are 
connected with the government/state. g



Key Conclusions
• Institutions, macroeconomic environment, basic education/healthcare and 

infrastructures are considered to be fundamental drivers of economy in the 
current stage of Armenia’s development.

Driving force -
government

• Armenia’s development in the next stage depends on the quality of 
higher education / vocational training, creation of efficient operation 
mechanisms of the 3 main markets (goods labor and financial) as wellmechanisms of the 3 main markets (goods, labor and financial), as well 
as the availability of modern technologies

- Efficient government
- Effective antitrust policy
- Development of financial markets

Driving force -
public/private 
partnership

- Increasing the quality of management and decision-making in companies 
- Availability of ICT

Becoming a competitive nation will depend on adoption of most 
sophisticated managerial tools and ability of companies to innovate

- Creation of full value chain activities
E ploitation of marketing tools / branding Driving force- Exploitation of marketing tools / branding

- Protection of intellectual property rights
- Government’s role in providing proper IT infrastructure 
- Engagement of professional managers in businesses

Driving force -
private sector



Economy & Values Research CenterEconomy & Values Research Center

VISIONVISION

Value-driven 
competitive 

Armenia



Economy & Values Research Center
Organization CapabilitiesOrganization Capabilities

V l d i

Economy & Values Research Center

Competitiveness Strategy
Value-driven 

entrepreneurship

Selected Projects

• Teaching Harvard Professor Michael Porter’s course on Microeconomics of Competitiveness at Yerevan 
State University.

Developing Armenia-specific business case studies in association with Harvard Business School.

• Armenia: Diaspora-Assisted Growth

The Story of the Emerging IT Cluster in Armenia

• Research

Studying the role of the Diaspora-connected Foreign Direct Investments

Ethical values in businessEthical values in business

• Economy & Values discussions forum

• The Competitive Armenian Private Sector, a USAID-funded project; E&V Center as a local subcontractor 
for Nathan Associates Inc.

• Teamed up with Setrakian Financial Group, a NY-based investment company, to raise capital for small and 

medium sized companies in their growth stage



The electronic version of this e e ec o c e s o o s
presentation will be available at:

www.ev.am


