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Section 1: Summary of the Work

1.1. Introduction

The Europe & Eurasia (E&E) Bureau, USAID Washington, commissioned J.E. Austin
Associates (JAA) to visit 3 countries, including Russia, Ukraine and Kazakhstan to assess the
relevance of and their receptivity to USAID’s Competitiveness Initiatives. The E&E Bureau
requested that JAA develop competitiveness presentations tailored to the three countries and
make presentations in these countries to the USAID Missions, counterparts, implementing
agencies and leadership groups. This report presents the results of JAA and USAID’s work on
this project. The work was contracted through the Nathan — MSI GBTI joint venture.

The program was designed in such a way that a team of J. E. Austin Associates and Nathan
Associates would visit Russia, Ukraine and Kazakhstan to conduct a number of strategy
workshops with business and government leadership, discuss the concept of competitiveness and
present national competitiveness benchmarks. Prior to these visits, J. E. Austin Associates sent a
consultant to each of the countries participating in the program to do preparatory work. The
preparatory work involved identifying key partners who are respected by public and private
sector leaderships to be a catalyst for the program activities. The introductory mission in Russia
was from August 28" to September 10", 2001, in Kazakhstan from February 10th to16th 2002,
and in Ukraine from March 28™ to April 4™ 2002.

After the introductory visit to Kazakhstan in February of 2002, the Almaty-based USAID
Mission in the Central Asian Republics (CAR) requested that JAA and Nathan Associates (NAI)
test whether Kyrgyzstan is ready and able to start applying business strategy tools and
competitiveness approaches, particularly in the southern Osh region. A team of consultants
traveled to Kyrgyzstan in October 2002 to introduce the concepts of competitiveness and to
conduct introductory business strategy exercises with industries to demonstrate how
competitiveness approaches focused on thoughtful strategy development could be applied.

In addition to introducing and testing the relevance of the competitiveness concept in Russia,
Ukraine and Kazakhstan, the JAA competitiveness team actively participated in the preparation
and successful execution of the Regional Conference on Building Competitive Advantage in
Nations: Increasing Transparency, Combating Corruption and Improving Corporate Governance
that took place in Budapest in March of 2002. The Conference served to introduce the
approaches and concepts, and to generate interest.

As preparation for each country visit, JAA also prepared national competitiveness benchmarks
for Russia, Ukraine, Kazakhstan and Kyrgyzstan.

1.2 Definition of Competitiveness
Competitiveness is defined in this report as sustained increases in productivity resulting in higher

wages and living standards. It is characterized by increases in export market shares. True
competitiveness is based on generating more value through improved productivity, quality,
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service and innovation. It requires the existence of firms that capture greater value in the
marketplace not just through improved efficiency but also by strategically choosing where to
compete and by designing innovative service dimensions and new products. Effective business
strategies are the generators of competitiveness.

Competitiveness needs to be understood at the firm and industry level because that is where
competition for growth, market share and resources occurs. At the end of the day, it is the
firm/industry that delivers increased productivity to the economy. A government can allocate
resources, reduce friction in the economy and create a national platform conducive to
competitiveness; but it is the firms themselves that must invest, employ, innovate, export and
create wealth. The improvement of incomes and living standards depend upon their
performance.

1.3  Objectives of the Program
The objectives of the program were to:

1) Organize and execute Regional Conference in Budapest conference on competitiveness,
anti-corruption and corporate governance in partnership with the Center for International
Private Enterprise

2) Examine the competitiveness in the Russian, Ukrainian, Kazakh and Kyrgyz contexts
3) Evaluate recent performance of these countries
4) Conduct competitiveness workshops with stakeholders in all four countries

5) Introduce initial frameworks, tools and benchmarks that promote effective
competitiveness dialogue

1.4 Accomplishments
The program accomplished the following:

1.4.1 Regional Conference in Budapest: March 26 —28, 2002
Topic: Building Competitive Advantage in Nations: Increasing Transparency, Combating
Corruption and Improving Corporate Governance

JAA, in partnership with the Center for International Private Enterprise, organized this
conference. The conference was targeted to participants from New Independent States and
Central and Eastern Europe. Representatives of the following organizations participated in the
conference: small and large businesses and business associations; academics from economics,
business and finance faculties; representatives of regulatory bodies such Securities and Exchange
commissions; Ministries of Finance; Central Banks; banking supervisors; tax authorities and
SME agencies; Mission Directors; Economic Growth Officers; Democracy and Governance
Officers; and Program officers assessing and implementing programs that integrate corporate
governance and anti-corruption interventions into USAID’s economic, democracy and social
sector programs.
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Apart from taking an active part in delivering a successful conference, JAA:

1.

Invited Dr. Garret FitzGerald, Former Prime Minister of Ireland to participate in the
conference. Dr. FitzGerald made a presentation on "The Celtic Tiger: Why Ireland's
Recent Growth Rate Has Been Three Times Higher than in the Rest of Europe”

Delivered a keynote speech from Mr. Kevin Murphy, President, J.E. Austin Associates,
Inc., and made a presentation on “Competitiveness, Strategic Development and
Experiences in Southeast Europe.”

Invited Mr. Howard Rosen, Former Executive Director, Competitiveness Policy Council,
USA to make a presentation on “A Competitiveness Model: The Experience of the
United States.”

Provided a competitiveness Bibliography -- a list of general competitiveness works,
sector competitiveness materials, country specific competitiveness  studies,
competitiveness and workforce, competitiveness and globalization and competitiveness
implementation experiences. This bibliography is presented as Annex 1V.

Copies of the conference presentations are attached in an Annex to this document.

1.4.2

Russia:

Accomplishments and outcomes include:

Presented competitiveness concepts, especially the roles of competitiveness councils in
enhancing public-private dialogue in Smolensk, Samara and Moscow.
Initial feedback indicated a high level of relevance of the approach and receptivity by
community leaders in Smolensk and Samara.
= In Smolensk, the election of a new Governor interested in economic reform and
private-public dialogue has created a window of opportunity on which the private
sector would like to capitalize.
= |n Samara, the impressive growth of small and medium enterprises and increases
in foreign investment have created conditions for industry cluster initiatives.
The JAA competitiveness team worked closely with the Integrated Business Services
(IBS) project. With its impressive network of consultants throughout Russia, IBS offers
USAID an opportunity to build on past successes and to focus on industry cluster
strategies and private-public dialogue in selected regions.

1.4.3 Ukraine:

Accomplishments and outcomes include:

Presented the competitiveness concept to government and business leaders, primarily in
Kyiv and Kharkov, Ukraine.

Discussed and shared with business and government leadership regional and international
examples of successful competitiveness initiatives.
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e There was substantial interest in the competitiveness themes, approaches and examples.

e There is significant variation by region in the business situation and the level of public-
private collaboration. For instance, Kharkiv, in eastern Ukraine, is having difficulty
adapting to a global, market economy. Industry has been severely depressed, and in
many cases is still struggling with the privatization of state-owned assets. Nevertheless, a
core of newer, dynamic businesses is developing, including SMEs.

1.4.4 Kazakhstan:

Kazakhstan was initially to be included in the program. However, during the introductory visit
to Almaty in February 2002, the regional USAID mission requested that the program focus its
resources on Kyrgyzstan.

145 Kyrgyzstan:
Accomplishments and outcomes include:

e Presented competitiveness concepts to the government and business leaders Kyrgyzstan,
primarily in Bishkek and Osh.

e Discussed and shared Kyrgyz and international examples.

e Ascertained a high level of interest and applicability for business strategy and
competitiveness themes and approaches for a significant cross-section of Kyrgyz business
in Bishkek.

e Demonstrated high interest in and demand for continuing to develop strategy and
competitiveness approaches among stakeholders in the tourism industry in Bishkek.

e Demonstrated high interest in and applicability of strategy and competitiveness themes
and approaches in Osh (particularly in agriculture and agribusiness).

e Effective liaison and collaboration with the USAID-funded Enterprise Development
Program.

1.5  Organization of the Report
The remainder of this report, covering Russia, Ukraine and Kyrgyzstan, is organized as follows:

Section 2 presents key findings, impact of the program activities on the mindset and other
ongoing USAID programs on the ground (where appropriate), results and conclusions organized
by countries.

Section 3 presents national competitiveness benchmarks prepared for Kyrgyzstan, Kazakhstan,
Ukraine and Russia by presenting information on the global ranking of these countries in 9
different factor areas including economic performance, export competitiveness, policy
environment and science and technology.

Annex | presents Power Point Presentations delivered in Russia (English and Russian), Ukraine
(English and Ukrainian) and Kyrgyzstan (English and Russian).

Annex Il presents conference materials from the regional conference held in Budapest in March
2002.

Annex 11 presents the list of individuals and organizations that the team members met with.
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Section 2: Country Reports

2.1 RussiaProgram

2.1.1 Overview of Activities and Outcomes

From August 31* to September 10" of 2001, a JAA competitiveness team traveled to Moscow to
introduce the current competitiveness program to USAID Moscow and potential counterparts
including business consulting firms and various organizations that are involved in the
development of private enterprise or in addressing the removal of administrative barriers. The
feedback during this visit indicated a high level of interest in this competitiveness program.

In September of 2002, JAA consultants returned to Moscow, Smolensk and Samara and made
presentations to the private and public sector leaders and to USAID-trained business consultants.
The JAA team coordinated closely with the Citizens Democracy Corps (CDC), which has
developed and supported an impressive cluster of management consultant organizations in
Russia through USAID’s Integrated Business Services Project. JAA consultants, coordinating
with the CDC and Marozov Project, implemented by the Russian Management Academy, made
presentations to the Marozov Business Center in Samara and the Smolensk Institute of Business.
The team also presented competitiveness methodologies to a network of CDC’s leading
management consultants, representing 10 different regions, at the CDC conference in Moscow.

As in during the earlier visit, the feedback during the second visit indicated a high level of
receptivity by leadership, especially in Smolensk and Samara. Participants noted the relevance
and applicability of building regional competitiveness councils. These regional competitiveness
councils would be a mechanism for effective public and private dialogue. Participants in
Smolensk and Samara who expressed interest in learning more about how competitiveness
councils work in other countries and expressed their willingness to help serve as catalysts for
private-public dialogue to improve the business environment.

2.1.2 Smolensk

The election of a new Governor interested in economic reform and private-public dialogue has
created a window of opportunity that the private sector would like to utilize. The director of the
Smolensk Institute of Business, Mr. Grushenko, expressed the consensus of the group at the end
of the session by stating his intention to work with the other business leaders and propose an
initiative to the newly elected Oblast governor, who has begun to engage the private sector
leadership. Participants from the construction, textiles, business services and education sectors
indicated interest in using the tools of competitiveness to address issues faced in their particular
sectors.
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2.1.3 Samara

The impressive growth of small and medium enterprise and the increases in foreign investment
have created the conditions for industry cluster initiatives in Samara. Workshop participants
included representatives from the Oblast government anti-monopoly department and from the
SME development and support administration. The municipal government official in charge of
improving the business environment was also present. One vocal participant was Dr. Vladimir
Fionin, head of the Samara Technical State University Economics and Business Center. In that
capacity, Dr. Fionin is in charge of linking university R&D capability to the emerging needs of
businesses in the region. This kind of university-business linkage for research and workforce
development has proven to be critical in other countries where competitiveness initiatives have
been undertaken. Also present were beneficiaries of USAID training projects including the
Managing Director and Technical Director of the Business Center that hosted the event and
Vladeslav Zaitsev, CEO of Samara Consult. The major feedback was as follows:

e The competitiveness methodology is, according to the participants, highly relevant to the
region.

e Samara’s level of entrepreneurship development and advanced industry clusters make it
especially prepared to undertake such initiatives.

e Some groundwork has already been done to prepare for this (a published study in Russian
relating to the competitiveness of the region).

e The Business Center has been training 1,200 people per year and they have a network
that can now be employed for competitiveness initiatives.

e The Business Center indicated a willingness to help serve as a catalyst, bringing in other
regional leadership organizations, and to conduct follow up to the JAA initiative.

e They requested technical guidance and examples of methodologies used by
competitiveness councils in other countries.

2.1.4 Linkages with Integrated Business Services Program, sponsored by USAID and
implemented by Citizens Democracy Corps

The CDC project, with its impressive network of consultants throughout Russia offers USAID an
opportunity to build on past success to focus on industry cluster strategies and private-public
dialogue in selected regions. USAID’s approach to develop and work through such a network
(rather than providing business services at a retail level through one consortium, for example)
has served the purpose of creating an impressive distribution network for modern management
strategies and techniques disseminated by Russian citizens. Those who attended the workshops
indicated a keen interest in moving to the industry cluster level to serve as catalysts and coaches.
If successfully implemented, such an approach would have at least two major benefits:

e First, industry clusters could generate a series of strategic and policy initiatives, as has
been achieved in other countries where USAID has used this approach. These initiatives
have tended to focus on workforce development, business-university research linkages,
supply chain management, market information, standards and certifications and reduction
of barriers to investment and exporting.

e Second, the competitiveness approach can also help build civil society at the regional
level by fostering effective private-public dialogue aimed at improving the business
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environment. Many impediments to business growth cannot be effectively overcome by
individual company action but require cooperation. Industry clusters and local leaders
would also be encouraged to make an impact on the mindset of the local population
through use of the media and close work with the economic and financial press.

2.1.5 Conclusions and Recommendations - Russia

USAID can introduce competitiveness methodologies through existing partners and networks.
USAID has a valuable network of trained professionals throughout Russia’s many oblasts. This
network can now be utilized for convening leadership groups, communicating tools and
approaches and stimulating productive private-public dialogue where oblast leadership is most
responsive. This could result in competitiveness initiatives being implemented in various
regions, and a leveraged introduction of the approaches.

USAID should encourage oblasts to select themselves on the basis of certain “hurdles” and
criteria. USAID should not utilize technical experts, economists or competitiveness specialists to
try and select oblasts for participation in this initiative. The best approach will be to make
presentations on competitiveness initiatives to 8-10 oblasts and allow them to self-select by
meeting certain hurdles. The first would be the ability to convene the top private and public
leadership in the oblast. The second would be the presence of dynamic implementing agent(s)
willing and able to take the lead. The third would a Memo of Understanding by the regional
government to work with the initiative on a program to spur economic growth and private
enterprise development. The fourth would be a Memo of Understanding with at least three
industry clusters to invest their own time and resources in the initiative. If at least three oblasts
meet the criteria, USAID should proceed to support the implementation of a 2-year
competitiveness initiative. Examples set by these progressive oblasts would serve as models for
others and would stimulate economic growth programs elsewhere.

Local leadership will most likely support a USAID initiative of this nature. Feedback from
representatives of the various oblasts suggests that local leadership would welcome a neutral
broker serving as a catalyst, would welcome specific industry cluster technical assistance (such
as CDC is well placed to provide) and would welcome methodologies and guidance for the
implementation of such initiatives.

If USAID wishes to pursue this, it should first implement a limited exercise of 4-6 months to
present USAID’s competitiveness approach in 10-12 Russian oblasts. This would determine the
feasibility of the approach while identifying those oblasts to receive further assistance. The
exercise would begin with initial presentations to the leadership groups of these oblasts through
the existing network of CDC-trained professionals aided by competitiveness specialists. There
would be preliminary studies conducted by local think tanks to analyze industry cluster
competitiveness, the policy environment and the state of private-public dialogue. International
technical input on global competitiveness benchmarks on relevant industry clusters would also
be part of the preparation. Then, competitiveness presentations would be made to multiple
industry clusters in each oblast and to business, academic and government leaders. Depending on
the response, USAID would decide on whether to continue this effort and, if so, in which oblasts.
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Russia’s recent economic growth is encouraging. But much of its “competitiveness” has been
based on the dramatic fall of the ruble. Much remains to be done if prosperity is to be built, a
healthy private sector developed and a capacity to emerge for healthy private-public dialogue
encouraging the emergence of a growth-oriented, open-minded and forward-looking civil
society.

The initial visits by the competitiveness team have demonstrated the following:

1. If USAID implements a competitiveness initiative, it should be done at the regional level

2. Regional leadership has proven receptive to competitiveness initiatives and will engage if
USAID decides to proceed

3. The CDC network of consultants can serve as a vector to “download” the tools and
approaches of competitiveness initiatives at the regional level.
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2.2 Ukraine Program

2.2.1 Overview of Activities and Outcomes

J. E. Austin Associates undertook two trips to Ukraine for this assignment. The first trip was
between April 28" and May 4™ of 2002. The objective of the trip was to identify key
stakeholders in Ukraine, and introduce the Competitiveness Exercise to the key stakeholders.
There was a great deal of interest in Competitiveness concept and program.

The second assignment took place between May 23 and June 5", 2002. The objective of the
second trip was to organize and undertake a series of presentations, workshops and conferences
in Kyiv city, Kharkiv city and secondary cities in the Kharkiv oblast (Bogodukhov, Chuguyev,
Izyum) to further introduce the concept of competitiveness, to several audiences with a variety of
backgrounds.

The presentations/workshops included definition of competitiveness, competitive business
strategies, examples from other countries of how competitiveness tools are applied, strategies
followed by other countries’ businesses to be competitive, competitiveness benchmarking
exercise for Ukraine (methodology and results) and discussions on the potential next steps for
Ukraine at national and local levels. In addition to these workshops, the JAA team also led
workshops with more focused groups of participants, e.g. with the information and
communications technology sector and the executive MBA program students at the Kyiv-
Mohyla Academy.

Overall, there was a high level of interest in competitiveness from the participants. Many
participants in the workshops expressed why they believed that competitiveness was important
for the Ukraine. The Ukrainian businesses are focusing on what they should be doing in the
immediate term. Although the short term is important, Ukrainians should also be thinking about
how to achieve a sustainable success — and that means making good decisions now and preparing
for the future. Most Ukrainian businesses that the JAA competitiveness team interacted with are
not yet thinking about sustainability. Moreover, there is no expectation amongst stakeholders
that business should do this. It is important to realize that businesses will not be able to survive
by simply manufacturing and selling products that can be produced elsewhere.

In Kharkiv, people did not seem to be comfortable with the global or market economy, and
business, too often, is waiting for government to change things. But there are some excellent
examples of competitive business and entrepreneurs in Kharkiv (for example in information
technology and agribusiness sectors) looking at their businesses and the marketplace with
strategies that are very consonant with competitiveness principles.

The quality of the public-private dialogue in Ukraine is not at a desired level. Business and
government do not have a common focus or vision. Also, there are serious problems with
services, regulation, and lack of government action. This is not to say, however, that business
cannot do things alone, there are still many skills and technical resources that are available in the
oblast that can be tapped by business. However, for Kharkiv to succeed, both business and
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government need to take action. The public and private sectors need to discuss the current
constraints that are keeping Ukraine from being competitive and to collaborate on removing
these constraints. There is a great deal of regional variation regarding views on competitiveness
and in the levels of public-private collaboration in Ukraine. Kharkiv, representative of eastern
Ukraine, is having difficulty adapting to a global, market economy. Industry has been severely
depressed, and in many cases is still struggling through privatization of state assets. But a core
of younger and dynamic businesses, including SMEs, is developing. Kiev is relatively
sophisticated. The west (Lviv for example) is purportedly more outward looking and in tune with
Central/Eastern European markets.

Ukraine needs to attract much more foreign direct investment (FDI) than it currently does and
potential joint ventures of Ukrainian businesses with foreign companies would enable transfer of
skills, capital, market knowledge and access.

The local perception of the concept of competitiveness is similar to that in other countries where
JAA has worked. Although the infrastructure and skills are certainly better than many countries,
the problems Ukrainian businesses are facing and their lack of confidence are similar. In
Ukraine, geography and history impose some traditions and attitudes that are unique. In
comparison to many countries there is less business-government synchrony.

While some people see the possibility for achieving the vision of a competitive Ukraine, others
have trouble believing that it is possible. This is the same incredulity as it is seen in many other
countries. The JAA competitiveness team believes that more people need to hear about
competitiveness. The principles and approaches need to be pervasively discussed.

Due to the large size of the country, Oblast-level approaches might also be useful. A regional or
oblast focus has been used in other large countries such as the Philippines, Indonesia, Vietnam,
and Thailand.

2.2.2 Conclusions and Recommendations - Ukraine

1. The level of trust and quality of dialogue between business and government is very poor.
The business environment needs a lot of improvement and an ongoing competitiveness
exercise should deal with this issue. It will take time for the public-private issues to be
resolved. As such, the approach should also have a very strong basis in business clusters
as the starting point where the hurdles to success are not as great.

2. There are organizations and programs that already deal with some aspects of clustering,
benchmarking and other elements of a competitiveness approach. There are also many
talented and interested individuals. Consequently, there is a need for a Ukrainian working
group that can champion and implement many competitiveness activities.

3. Concepts of clustering are still confused. Although some people have done some very
good work, there is still much more international experience and methodological integrity
is needed.
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4.

If a competitiveness initiative were developed in Ukraine, it would probably be very
difficult to start with a national program on competitiveness that involves business and
government. A cluster-based approach on a regional level would be sound. At the oblast
or regional level there is also an opportunity to work with business and government - and
a regional or oblast competitiveness council approach could be effective. There was a lot
of interest in this in the presentations and discussions.

The ICT group in Kharkov is savvy and very interested. JAA received several follow-up
requests for information from this group.

The existing USAID program includes projects that could be wvehicles for
competitiveness, and some are indeed moving in this direction. These programs and their
Ukrainian counterparts and networks can serve as a vector to “download” the tools and
approaches of competitiveness initiatives.

The initial visits by the competitiveness team have demonstrated the following:

1.

If USAID implements a competitiveness initiative, it should be done at the regional
level. The initial steps should include additional presentations and workshops,
especially in Kharkiv, Kiev and a western center like Lviv; and maybe also in the
Podillya Pershoi Region, where cluster work is ongoing. Focused meetings and
roundtables with business leaders should set out commitments and subsequent
actions.

It will be important to develop Ukrainian content such as case studies; to train
Ukrainians to deliver competitiveness presentations; to involve media in covering
competitiveness; and to set up a Ukraine Competitiveness website.

If funds permit, some initial cluster competitiveness assessments should be carried
out with Ukrainian partners.
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2.3 Kyrgyzstan Program

2.3.1 Overview of Activities and Outcomes

The objective of the assignment in Kyrgyzstan was to assess the relevance of USAID’s
Competitiveness Approaches and business and government leaders’ receptivity to them. After
an introductory visit to Kazakhstan in February of 2002, the Almaty-based USAID Mission in
the Central Asian Republics (CAR) requested J.E. Austin Associates (JAA) and Nathan
Associates (NAI) to test the relevance of and receptivity of applying business strategy and
competitiveness approaches in Kyrgyzstan, particularly in Osh region, Southern Kyrgyzstan. A
team of consultants traveled to Kyrgyzstan in October 2002 to introduce the concepts of
competitiveness and to conduct introductory business strategy exercises with industries to
demonstrate how business strategy/competitiveness approaches could be applied.

The program in Kyrgyzstan accomplished the following:

e Ascertained high level of interest and applicability for business strategy and
competitiveness themes and approaches for a significant cross-section of Kyrgyz business
in Bishkek.

e Demonstrated high interest in and demand for continuation of strategy/ competitiveness
themes and approaches amongst stakeholders in the tourism industry.

e Demonstrated high interest in and applicability of strategy/competitiveness themes and
approaches in Osh (particularly in agriculture and agribusiness).

e Provided the opportunity for JAA and Pragma to discuss the applicability of business
strategy and competitiveness approaches within the Enterprise Development Project.

Two workshops were conducted in Osh and two in Bishkek. The participants included various
business, government and community leaders. Three of the workshops were targeted to specific
industry interests: fruit and vegetable growers and processors in the Osh Region (city of Osh and
town of Nookat), tourism industry representatives in Bishkek, and members of the Chamber of
Commerce and Industry, academia and government officials in Bishkek. In addition to the four
workshops, team members had the opportunity to meet many business, government, academic
and other leaders. These individual meetings permitted the team to provide briefings about the
program and to obtain information about Kyrgyz business and business environment.

In these strategy workshops we discussed issues such as: why industry groups and individual
businesses need competitive strategies; the impact on business volumes, value added revenues
and profitability; how businesses in an industry can agree on how the industry can grow and how
joint actions can complement individual company-level operations; and how an industry group
can present unified messages to government about their priorities; and the government actions
required for the businesses to be able to effectively execute their business strategy.

The strategy workshops included many examples from other countries where industry groups
and individual businesses have been able to identify and realize strategic opportunities; and
where the public-private dialogue has successfully graduated from a focus on obstacles to a focus
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on opportunities. We discussed the business strategy tools that are needed to develop individual
and cluster-based action plans focused on implementing better strategies. We also addressed how
sound industry and business strategy can be a primary means building and informing public-
private dialogue on how business can grow.

Initial feedback indicated a high level of relevance of the approach and receptivity by business
and community leadership. Participants in both cities responded to the presentation by
confirming that the competitiveness approaches and experiences were very relevant to Kyrgyz
business and to their own situations. They indicated readiness to focus on improving their
industry strategy and a desire to reposition their industries. For example, at the conclusion of the
tourism workshop in Bishkek, Mr. Daniyar Kazakhov, head of one of the tourism associations,
encouraged other participants (both members of the association he leads and non-members) to
begin working together to develop a sound strategy for the industry.

The Chamber of Commerce and Industry (CCI) expressed its support of the program by
organizing an excellent workshop and convening many of its members; JAA also invited other
(non-member) business leaders, professors from universities involved in business education,
representatives of professional associations, GosStandard, and others. The participants included
about 40 people, including representatives of the following industries or groups: wood
processing, garments, meat production, confectionary, dairy productions, electro machinery,
hydropower and tourism businesses, GosStandard, Kyrgyz-Russian Slavic University, the
consulting industry, and several business associations. The JAA team introduced the concepts of
competitive business strategy and cluster creation, analytical tools, and examples from many
other countries (notably Bulgaria, Croatia, Ukraine, Sri Lanka, Thailand, Philippines, Colombia,
Indonesia and Honduras). Michelle Morgan discussed examples from the USAID-supported
Mongolian experience with the cashmere, meat and tourism industries. Local press was present
at the workshops, and interviewed Michelle Morgan and Martin Webber after the workshop.
The participants participated actively in the discussion, and expressed interest in the approaches,
and in implementing them in their businesses and industries.

In close partnership with Pragma Enterprise Development Program, JAA/NAI conducted
strategy workshops with the tourism industry in Bishkek. The workshop brought together about
20 participants from the Kyrgyz tourism industry. There are four tourism industry associations
based in Bishkek. Representatives of all of them participated in the workshop. JAA also invited
the representatives of Tourism Training Academy and other individual companies that are not
members of any of tourism associations.

The workshop was focused on providing the industry with examples of how strategy and
competitiveness approaches have been used to good effect in other countries, discussing the
Kyrgyz industry’s opportunities and constraints, and helping the industry to consider the
applicability of strategy and competitiveness approaches to its own situation. The workshop
enabled the participants to examine how a strategic approach to building the competitiveness of
the tourism industry, combined with cluster-building and other collaborative approaches, can
improve an industry’s performance in terms of numbers of tourists, length of stay, average daily
expenditures and other measures.
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Although examples were provided from many countries, the workshop emphasized discussion of
the strategy that the Mongolian tourism industry used to reposition itself under the USAID-
sponsored Competitiveness Initiative. The example of Mongolia tourism industry was used in
detail to demonstrate how a fairly similar industry was able to revolutionize itself by focusing
product development and marketing on adventure tourism rather than just nature and culture.

Just like in Kyrgyzstan today, Mongolia used to have several small, weak tourism business
associations. The industry did not understand the market, tourism marketing was ineffective,
tourism products and services were of poor quality and were poorly presented and coordinated.
Through improved strategy, collaborative actions, and sound implementation, Mongolia has been
able to dramatically increase the number of visitors from wealthy countries, increase the duration
of the average stay, and increase tourist spending. Two years ago, Mongolia had four tourism
associations with an average of 4-5 members that occasionally paid dues, and that provided little
in the way of services. Today, there is one, coordinated and representative association of tourism
businesses, very effective in its services, and with 70 paying members. It has become a powerful
voice that the Mongolian government consults on policy issues.

The strategic competitiveness approach and results were of enormous interest to the Kyrgyz
participants. The Mongolian experience of collaboration in marketing Mongolia as a destination
raised particular interest among the participants — most of whom rapidly understood the benefits,
since they were all too aware of their individual difficulties in generating client bookings.

The participants expressed eagerness to further pursue the competitiveness approaches.
2.3.2 Conclusions and Recommendations - Kyrgyzstan

The following recommendations are based on the results of the workshops and discussions with
business leaders in the Kyrgyzstan:

1. Continue the initiatives introduced to the tourism industry in Kyrgyzstan and take the
next steps in Osh. Competitiveness themes should be further introduced and discussed with the
industries. If interest and conditions are sufficient, USAID should provide implementation
assistance to the industry groups. The work with the tourism industry and with
agriculture/agribusiness in Osh can be used as a model for action with other specific industry
groups or clusters.

Based on the initial results of the business strategy exercise, appropriate immediate next steps
include additional workshops focused in greater detail on specific strategic issues, and discussion
and definition of a program of follow-on implementation.

The Kyrgyz tourism industry appears to be particularly eager to further consider a process to
improve its strategies and cluster linkages. It may also be appropriate at an early stage to field a
tourism industry strategist to consider the industry in more detail, and to share knowledge and
perspectives. The objectives of the next steps would be to define a competitiveness-building
process for the industry group/cluster (and project), and to ascertain the stakeholders’ willingness
to invest time and resources in the process.
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In Osh and elsewhere in the Kyrgyz Fergama, similar steps would be taken to further a strategic
and clustering process amongst agricultural and agribusiness stakeholders. It may also be
appropriate to discuss strategy with business and community leaders in Jalal Abad and possibly
elsewhere in the southern part of Kyrgyzstan.

2. Introduce strategy/competitiveness approaches and experience to the other four CAR
countries (Kazakhstan, Tajikistan, Turkmenistan, Uzbekistan).

The introduction of business strategy and competitiveness approaches should be carried out
through meetings/interviews, presentations and roundtables, and by reviewing and discussing
ongoing and planned project activity. This introductory activity will identify priority
competitiveness issues and opportunities, begin to identify and build partnerships with possible
participating industry groups, and define follow-on implementation steps.

The nature and applicability of strategy and competitiveness approaches should be ascertained on
a country-by-country basis. Local and national situations differ, and these will affect the
readiness of business, industry and stakeholders to consider and apply approaches designed to
improve strategy. Approaches and services should not be “cookie cutter” in nature — they need
to be designed in recognition of the particular situations, market orientations, policy
environment, infrastructure and traditions.

3. Use existing partners and networks

USAID has a valuable network of activities and partners in Kyrgyzstan and elsewhere in Central
Asia. This network can be utilized to convene leadership groups, communicate experience, tools
and approaches, and stimulate dialogue and decision-making focused on competitiveness
business strategy. Competitiveness approaches and tools could add value to ongoing and
planned programs supported by USAID and other development partners.
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I. Background

The Government of Russia faces the challenge of raising the country’s productivity and
stimulating economic growth, while raising the living standards of the average Russian
citizen. Russia’s recent announcement of the country’s determination to join the WTO
puts greater pressures on its producers. The Russian Financial Crisis of 1998 took a great
toll on Russia’s economic growth, yet the devaluation of the Ruble since 1998 benefited
Russian producers because of the dual effect of import substitution and an export boom.
China’s entry into the WTO in 2001 poses a threat to Russia’s exports. The global
slowdown, exacerbated by the events of September 11" has presented an additional
impediment.

Improving living standards in a sustainable way is an important goal for the government
of Russia. Sustainable improvements in living standards are a function of the
competitiveness of Russian enterprises and of the Russian economy. This study has been
commissioned to provide a benchmarking as of February 2002 of Russia versus all other
countries of the world, so as to see clearly the strengths and weaknesses of the country
and to measure progress in the coming years. This report relies heavily on World Bank
and WEF data. Unlike the WEF ratings, in which Russia regularly takes part, this study
presents detailed data relative to all countries of the world for which data are available.
This study can serve as a kind of time capsule presenting a multi-faceted picture of the
competitiveness of the Russian economy in publications from the year 2001 or slightly
earlier. Russia is one of many countries emerging from a legacy of centralized economic
planning, and it is appropriate to provide benchmarks relative to other countries in similar
situations as well as to highlight the top performing countries.

This study has been commissioned to present competitiveness benchmark data for Russia
at the turn of the new millennium to assist Russia’s leaders in their efforts to boost
prosperity and high economic achievement.

Definitions and Uses of This Report

The Competitiveness Benchmarking for the Russian Federation, compiled by J.E. Austin
Associates (JAA), ranks Russia relative to the European Union countries, to some
regional leaders, and to all countries of the world in areas generally regarded as relevant
to competitiveness. Competitiveness at the national level can be defined as the ability of a
country to produce products and services that meet the test of the market place, while
delivering high and rising standards of living for the average person. Benchmarking is the
measurement of performance relative to a particular reference group and normally
relative to those who are doing the best job in a particular area of endeavor. The
benchmarks also serve to measure one’s own progress over time.
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Uses of This Report

For the Government of Russia, this study serves as a powerful tool to measure progress
and set priorities for policy and institutional reform. High-growth countries such as the
United States, Singapore and Ireland have published national competitiveness reports.
Ireland uses an annual competitiveness report to benchmark its performance against the
leading countries of the world. The Governments of USA, the EU, Ireland, Singapore and
others have identified specific targets and benchmarks against which they measure future
progress.

For economic faculties, business schools, technology institutes and think tanks, it
provides a rich source of data for their analysis. Those researching IT-readiness, export
performance, investment, economic results, human capacity, infrastructure and other
areas will find data that can be used to inform their research and strengthen their ability to
contribute to national dialogue.

The economic press can use this publication to encourage national debate on Russia’s
competitiveness. It is important that the average citizen understand what is at stake for
Russia’s future. The Government of Russia will have to mobilize popular support behind
initiatives, required to improve Russia’s competitiveness in a global environment.

Competitiveness Benchmarking encourages private-public dialogue. Benchmarking
encourages reflection and discussion on issues related to the speed and effectiveness of
Russia’s transition to competitiveness. It focuses attention on strengths and weaknesses,
improvement and deterioration. = By presenting objective data, competitiveness
benchmarking encourages informed and natural dialogue.

Competitiveness Benchmarking provides comprehensive data. Effective dialogue and
policy reform requires the use of good data rather than anecdotal evidence. It requires the
ability to understand data in the broader context of the performance of other similar
countries. This study presents many sets of data so as to provide a rich mosaic of Russia
in which the true picture comes into sharper focus. By presenting it relative to the EU
countries and to relevant top performers, one provides a basis for drawing reasonable
conclusions. It is hoped that the Government, business associations, universities and
NGOs will find this data useful for their analyses.

Il. Methodology and Limitations of the Study

Informed by competitiveness theory and by the methodologies used by the World
Economic Forum (WEF) and Harvard University, along with its own work in 80
countries over 15 years, JAA selected 48 indicators related to 9 competitiveness-related
categories:
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1. Economic Performance;
2. Export Competitiveness;
3. Investment;

4. Financial Sector;
5. Human Resources;
6

7

8

9

. Macroeconomic Environment;

. Policy and Government Regulations;
. Science and Technology and

. Infrastructure

These include data from many sources, including the WEF. The rankings are based
entirely on secondary sources, and efforts were made to select the most internationally
qualified institution for each data set.

The data were then entered into J.E. Austin databases, and rankings were made for all
countries of the world for which data were available. Data for each indicator is provided
for the country along with its position relative to all other countries of the world. For this
exercise, analysis was also done for Russia relative to the EU countries.

The following summary of the results is meant to be descriptive and is not meant to
propose any particular ideology or set of policy prescriptions. The authors do not intend
to make judgments regarding the effectiveness or ineffectiveness of previous or current
policies. Rather, it is intended to provide good descriptive data to stimulate and
encourage debate on matters important to Russia’s future.

JAA has normally relied on studies and data made available in 2001. However, much of
this data is about two years old, reflecting a time lag between the year reported and the
provision of data by all countries of the world to the sources used in this study. Russia’s
situation is changing so quickly, that this data may not accurately reflect the current
situation. Unfortunately, while it is possible to get more recent data for Russia, this is the
most recent data one can get for all countries of the world.

The study allows people to evaluate Russia relative to relevant countries and to set goals
and targets that are realistically based on the achievements of other countries over a
sustained period of time. It is hoped that the provision of this study will encourage
productive dialogue leading to action that supports the improvement of Russia’s living
standards in the immediate as well as long-term future.
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COMPETITIVENESS BENCHMARKS:RUSSIA

Sector Year|Source Absolute Score | Rank | Total in Sample | Percentage Rank ’
Economic Performance
GDP per Capita (PPP adjusted), (US$) 1999|WB, 2001 $ 7,473.00 51 155 33
Gross Domestic Product (GDP) Growth, (%) 2000|{WB, 2002 8.4 13 155 8
GDP average growth, (PPP adjusted, current int'l $) 1990-2000|WB and EIU, 2001 -3.46% 142 148 96
GDP per Capita growth, (%) 1990-1999|WB, 2001 -3.30% 142 149 95
GINI Coefficient Various|WB, 2001 48 89 96 93
AVERAGE 65
Export Competitiveness and Tourism
Exports (USD Millions) 1999|WB, 2001 184,580 11 147 7
Exports, (as a % of GDP) 2000|WB, 2002 42.96% 23 72 32
Merchandise Exports Per Capita, ($US) 1999(WB, 2001 $ 508.21 74 157 47
Average Growth of Exports per Capita (%) 1992-1999|WB, 2001 -3.76% 123 138 89
Tourism Receipts per capita (US$) 1998(WB, 2001 $53.15 67 112 60
Service Exports, ($US million) 1999|WB, 2001 $9,044 29 126 23
AVERAGE 43
Investment Competitiveness
Private Fixed Investment (% of GDP) 1999|WB, 2001 N/A N/A n/a N/A
Gross Domestic Investment Growth (GDI) 1990-1998(WB, 2001 N/A N/A 129 N/A
Net Foreign Direct Investment (FDI) (million US$) 1999|WB, 2001 1165 23 111 21
FDI as % of GDP (%) 1999|WB, 2001 0.82% 114 152 75
FDI per Capita (US$) 1999|WB, 2001 22.63 86 164 52
Inward FDI Index 1998-2000|WIR, 2001 0.3 105 135 78
AVERAGE 62
Financial Sector
Money and Quasi Money (M2), (% of GDP) 1999|WB, 2001 17.75% 116 147 79
Domestic Credit from Banking Sector, (% of GDP) 1999|WB, 2001 32.72% 83 147 56
Credit to Private Sector, (% of GDP) 1999|WB, 2001 11.48% 111 147 76
ICRG Risk Rating 2001(ICGR 49.8 118 127 93
Average Savings Rate, (% of GDP) 1997-1999|WB, 2001 26.30% 23 146 16
AVERAGE 64
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Macro Environment

GDP Deflator (Inflation) 2000{WB, 2002 37.10% 145 160 91
Overall Budget Deficit (as % of GDP) 1999|WB, 2001 -0.51% 12 61 20
Total Trade as a % of GDP 1999|WB, 2001 74.45% 73 147 50
Import Duties, (% of imports) 1999|WB, 2001 4.86% 24 55 44
AVERAGE 51
Government Regulations
Starting new business 2000|WEF, 2000 3.1 57 60 95
Dealing with administrative regulations 2000|WEF, 2000 3.5 29 60 48
Corruption Perceptions Index 2001]|TI 2.3 79 91 87
Intellectual Property Protection 2000|WEF, 2000 2.8 57 60 95
Dealing with government bureaucracy 2000|WEF, 2000 2.7 59 60 98
Hidden Economic Activity 2000{WEF, 2000 4.7 55 60 92
AVERAGE 86
Science and Technology Competitiveness
High Technology Exports (million US$) 1999|WB, 2001 2899 27 91 30
High Technology Exports (% of Exports) 1999|WB, 2001 15.72% 26 88 30
Scientists and Engineers in R&D (per Million people) 1999|WB, 2001 3,587 5 88 6
Expenditures for R&D (% of GNP) 1999|WB, 2001 0.88 30 78 38
Technological Sophistication 2000|WEF, 2000 3.6 37 60 62
AVERAGE 33
Infrastructure
Paved Roads, (% of total) 1996(WB, 2001 n/a n/a n/a n/a
Paved Roads per person, (km) 1996|WB, 2001 N/A N/A n/a N/A
Telephone Density, (Mainlines per 1,000 people) 1999|WB, 2001 210 69 178 39
Mobile Telephone Density, (Lines per 1,000 people) 1999|WB, 2001 9.32 115 180 64
Electricity Consumption/Capita, (kWh per person) 1998|WB, 2001 3,981 29 118 25
AVERAGE 42
Human Resource and Workforce Competitiveness
Overall Productivity (GDP, PPP adj. per person employed), Current$US 1999|WB, 2001 $ 15,099.91 41 60 68
Human Development Index Value 1999|UNDP, 1999 0.775 55 162 34
Labor Force Female Participation (%) 1999|WB, 2001 49.04% 5 170 3
Adult illiteracy Rate (%) 1999|WB, 2001 0.5% 7 133 5
Unenrolled, secondary (% of secondary-age children) 1998|WB, 2001 12.4% 4 103 4
Brain Drain 2000{WEF, 2000 3.2 45 60 75
Competitive Advantage due to Cheap Labor 2000|WEF, 2000 3.1 39 60 65
AVERAGE 32
TOTAL AVERAGE 53

NOTE:

1 Percentage Rank indicates a rank of 1 as being the best in the group and 100 being the lowest.

* N/A indicates that the data is not available for the country for that specific category
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1. Economic Performance

The World Bank’s annual record of GDP per capita adjusted for purchasing power parity
(PPP) is the best measure of Russia’s current living standard. Russia’s GDP per capita in
1999, adjusted for PPP was $7,473. This means that Russia ranks 51% out of 155
countries, or that 34% of countries are richer and 66% are poorer. Even though this
number was probably higher in 2000, and is likely to improve even further in 2001, only
1999 data were available for all countries of the world.

The average growth in GDP (again adjusted for PPP) was —3.46%, which placed Russia
142" out of 148 countries (in the lowest 5%). The ranking improved in 2000 and 2001,
however. In fact, Russia achieved impressive growth, and successfully recovered after
the shock of the 1998 crisis. The 2000 GDP growth was 8.4%, and in 2001 reached
4.9%. Sustainability of this phenomenon is questionable, however, as analysts explain
2000 growth by the post-1998 deflation of the Ruble, high oil prices, and import
substitution.

Russia ranks 73" out of 96 countries in terms of income distribution. Since the beginning
of its transition to the market, the gap between the rich and the poor has widened
significantly.

2. Export Competitiveness

Russia’s merchandise exports per capita placed it at about the 47" percentile among all
nations of the world (with 1% percentile being the highest). Service exports were worth
$9B, ranking Russia well above average for countries of the world. Russia has potential
for boosting export performance over the coming years, with its important agricultural
resources, a manufacturing tradition, an excellent location for trade and IT exports. Most
important, it has a talented human resource base as will be demonstrated below.

The year 2000 brought impressive growth to the tourism industry. Russia welcomed
22,783,000 visitors in 2000, which translated to a 23.2% increase from the previous year.
Russia was fifth in the world as one of the most visited locations.! The $53.15 per capita
in tourist revenues placed Russia in the 60™ percentile in 1999. This number is likely to
be much higher in 2001. Nevertheless, Russia should give more attention to strategies for
targeting high-value tourists with highly tailored packages.

! World Tourist Organization.
http://www.world-tourism.org/newsroom/Releases/more releases/R0102001.html
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3. Investment

At 15.5%, gross domestic investment in Russia for 1998 was relatively low. However,
Russia received $1165M in net foreign investment in 1999, ranking 23rd among 111
countries in absolute terms. The measure of FDI as a percentage of GDP, however,
placed Russia in the 75™ percentile. The relatively low internal and external investment
rankings are most likely caused by the unstable economy and by the aftershocks of the
1998 crisis, when many foreign investors pulled out of Russia. Commitment to economic
reforms and stable government are sure to correct the problem in the future.

Russia will need to mobilize more investment to achieve high economic growth. High
levels of investment are rarely enough to achieve growth — productive use of investment
is also necessary. Therefore, high levels of private investment must be encouraged. High
growth countries have showed the ability to generate total investment of 25-35% of GDP
and private investment of 15% to 19% of GDP.

4. Financial Sector

Russia received a relatively high marking for its average savings rate of 26.3% for the
period between 1997-99, ranking 23 out of 146 countries. However, measures of
financial depth such as M2 as a percentage of GDP, credit to the private sector as a
percentage of GDP or domestic credit as a percentage of GDP were all quite low. Russia
ranked in the lowest 30 percent for all three. These indicators point to some major
problems in Russia’s financial sector. Russian banks suffered considerably in 1997-98
from the defense of the Ruble by the Russian Central Bank, and the devaluation and
default of August 1998 left the sector mostly bankrupt.

The International Country Credit Risk Rating ranks Russia 118" out of 127 countries.
Clearly, the international community still regards Russia as a risky destination for
investment, which explains the low post-1998 FDI rates.

5. Human Resources

Human resource competitiveness is Russia’s bright spot. Russia ranks above average for
all countries of the world according to the UN Human Development Index. It ranks
among the top 5% of all nations in terms of literacy (7™ out of 133 countries) and is 5™ in
the world in terms of the participation of women in the labor force. Russia is among the
top 5% of all nations in terms of secondary school education rates. The World Economic
Forum’s Global Competitiveness Report, which relies on survey data, ranks Russia 14"
out of 60 countries in terms of math and science education. Numbers of both students
and institutions are well above 1990-1991 levels, meaning that more people are earning
college-level degrees. However, the same WEF survey notes that respondents in Russia
believe there is a major brain drain problem. Russia ranked 45™ out of 60 countries in
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brain drain. Russia has literate, well-educated people who are strong in math and
science, yet many talented people are leaving the country because of a lack of job
opportunities or inadequate compensation. Achieving competitiveness is thus all the
more urgent.

6. Macroeconomic Environment

Inflation rates painted a mixed picture for most of the 1990s. Macroeconomic
stabilization was achieved in 1997, when consumer price inflation finally slowed to 11%
compared with rates of over 2000% in 1992. The August 1998 collapse discredited this
achievement, when inflation reached 84.5% by the end of the year. Inflationary pressures
continued until 2001 because of rapid money-supply growth. The Ruble, having reached
the exchange rate of 30:1 with the dollar, stabilized throughout 2001.

7. Policy and Government Regulations

Transparency International ranked Russia 79™ out of 91 countries for perception of
corruption. The WEF Global Competitiveness Report, based on survey data administered
in Russia, gave the country very low scores in terms of the ability to start a new business,
deal with administrative regulations, bureaucracy, and hidden economic activity. It
ranked near the end (57" out of 60 countries) in terms of intellectually property
protection.

8. Science and Technology

Russia has over 3,587 scientists and engineers per million people in research and
development activities, ranking the country 5" out of 88 countries for which data are
available. This is a bright spot that underlines the potential future competitiveness of the
country. Russia also has a high per-capita use of the Internet, although the availability of
computers is below average. However, the EIU scores Russia among the lowest 30% of
countries for E-business readiness, and the WEF also revealed low scores for
technological sophistication and even the use of email within companies. Most likely,
Internet users in Russia limit their access to leisure activities. Russia is above average in
high technology exports.

9. Infrastructure

Russia has above average scores for infrastructure, in which it ranks among the top 25%
of countries for energy utilization and the top 39% of countries for telephone density at
210 lines per 1,000 people (excluding mobile). In the measure for mobile telephones,
Russia ranked 115™ out of 180 countries according to the latest available data. High
levels of energy use figures are misleading, however, given Russia’s aging infrastructure.
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The energy monopoly giant, UES, is in need of investment. If left without an upgrade,
UES threatens to cause countrywide power outages by 2003.

lll. Conclusions

After ten years of transition, which destroyed the command-style economic base and
replaced it with new supply chains, markets, and privatized enterprises, Russia is on its
final stretch of conversion to the free market. The exercise in competitiveness is highly
valid at this time of fine-tuning of Russia’s economic productivity and growth.

The poor results of the 1990s reflect the difficulties of the transition period. However,
underlying these results is hope for optimism. The human resource base, the tradition of
science and technology and the level of infrastructure are solid foundations for future
competitiveness. However, the low indicators in policy environment, the financial sector
and investment would point to the need to make these areas a priority. As reform and
restructuring continue, Russia’s competitiveness as measured by these indicators is likely
to improve. It is recommended that stakeholders in Russia publish these indicators
annually in order improve upon them.

Inserting Russia in the world economy in ways that generate prosperity will require good
Government strategy that works in tandem with stakeholders in private enterprise. It is
hoped that these indicators will contribute to the thinking within the Government and will
also stimulate productive private-public dialogue.

The challenge for Russia is to restructure its enterprises, reposition its industries in world
markets, reform its public policies and institutions, and reinforce a change in mindsets of
people to adapt to the age of entrepreneurship and information technology.
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UKRAINE:

Country Competitiveness Benchmarking 2001

J.E. Austin Associates, Inc.




Executive Summary

Ukraine’s competitiveness benchmarks reveal a varied landscape of divergent trends. On
the one hand, Ukraine is in the top 3% in the world in terms of adult literacy rates. Yet,
the country is in the lowest 40% in terms of prosperity. While Ukraine is in the top 25%
of scientists and engineers per capita, only 8% of its exports are in the high-tech areas.
Ukraine’s economic and investment scores for the 1990s are low. Yet, the country has an
impressive savings rate, in the top 40% of all countries. Recent improvements in the
economic environment have brought hope for the new millennium. It is important for
Ukraine to keep track of its competitiveness rankings in order to measure future results.

I. Background

It is hard to understate the economic difficulties Ukraine faced in the 1990s, as evidenced
by the Competitiveness Benchmarks presented below. The Government of Ukraine faces
the challenge of stimulating rapid economic growth resulting in broad-based sharing of
the benefits of growth for the average Ukrainian citizen. The 1990s took a tough toll on
Ukraine because of the transition to market, privatization, and economic reforms that
followed. The Russian Financial Crisis of 1998 further stifled the Ukrainian economy.
The global slowdown, exacerbated by the events of September 11", has presented an
additional challenge.

It is an important goal to improve the living standards of people in a sustainable way.
Sustainable improvements in living standards are a function of the competitiveness of
Ukrainian enterprises and the competitiveness of the Ukrainian economy. This study has
been commissioned to provide a benchmarking as of February 2002 of Ukraine versus all
other countries of the world so as to see clearly the strengths and weaknesses of the
country and to measure progress in the coming years. It is symbolic and highly
appropriate that such an exercise be conducted at the turn of the millennium. This study
can serve as a kind of time capsule presenting a multi-faceted picture of the
competitiveness of the Ukrainian economy in publications from the year 2001 or slightly
earlier. Ukraine is one of many countries that are emerging from a legacy of centralized
economic planning and it is appropriate to provide benchmarks relative to other countries
in similar situations as well as to highlight the top performing countries.

Definitions and Uses of This Report

The Competitiveness Benchmarking for Ukraine, compiled by J.E. Austin Associates
(JAA), ranks Ukraine relative to the European Union countries, to some regional leaders,
and to all countries of the world in areas generally regarded as relevant to
competitiveness. Competitiveness at the national level can be defined as the ability of a
country to produce products and services that meet the test of the market place, while
delivering high and rising standards of living for the average person. Benchmarking is the
measurement of performance relative to a particular reference group and normally
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relative to those who are doing the best job in a particular area of endeavor. The
benchmarks also serve to measure one’s own progress over time.

Why is Competitiveness Benchmarking Useful?

For the Government of Ukraine, this study serves as a powerful tool to measure progress
and set priorities for policy and institutional reform. The Governments of USA, the EU,
Ireland, Singapore and others have identified specific targets and benchmarks against
which they measure future progress. Governments in countries of transition have also
begun to use international benchmarks to measure progress and establish development
goals.

For economic faculties, business schools, technology institutes and think tanks, it
provides a rich source of data for their analysis. Those researching IT-readiness, export
performance, investment, economic results, human capacity, infrastructure and other
areas will find data that can be used to inform their research and strengthen their ability to
contribute to national dialogue.

The economic press can use this publication to encourage national debate on Ukraine’s
competitiveness. It is important that the average citizen understand what is at stake for
Ukraine’s future. The Government of Ukraine will have to mobilize popular support
behind initiatives, required to improve Ukraine’s competitiveness in a global
environment.

Competitiveness Benchmarking encourages private-public dialogue. Benchmarking
encourages reflection and discussion on issues related to the speed and effectiveness of
Ukraine’s transition to competitiveness. It focuses attention on strengths and weaknesses,
improvement and deterioration. By presenting objective data, competitiveness
benchmarking encourages informed and natural dialogue.

Competitiveness Benchmarking provides comprehensive data. Effective dialogue and
policy reform requires the use of good data rather than anecdotal evidence. It requires the
ability to understand data in the broader context of the performance of other similar
countries. This study presents many sets of data so as to provide a rich mosaic of Ukraine
in which the true picture comes into sharper focus. By presenting it relative to the EU
countries and to relevant top performers, one provides a basis for drawing reasonable
conclusions. It is hoped that the Government, business associations, universities and
NGOs will find this data useful for their analyses.

Methodology and Limitations of the Study

Informed by competitiveness theory and by the methodologies used by the World
Economic Forum (WEF) and Harvard University, along with its own work in 80
countries over 15 years, JAA selected 48 indicators related to 9 competitiveness-related
categories:
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1. Economic Performance

2. Export Competitiveness and Tourism
3. Investment Competitiveness

4. Financial Sector

5. Macroeconomic Environment

6

7

8

9

. Policy and Government Requlations

. Science and Technology

._Infrastructure

. Human Resources and Workforce Competitiveness

These include data from many sources, including the WEF. The rankings are based
entirely on secondary sources, and efforts were made to select the most internationally
qualified institution for each data set.

The data were then entered into J.E. Austin databases, and rankings were made for all
countries of the world for which data were available. Data for each indicator is provided
for the country along with its position relative to all other countries of the world. For this
exercise, analysis was also done for Ukraine relative to the EU countries.

The following summary of the results is meant to be descriptive and is not meant to
propose any particular ideology or set of policy prescriptions. The authors do not intend
to make judgments regarding the effectiveness or ineffectiveness of previous or current
policies. Rather, it is intended to provide good descriptive data to stimulate and
encourage debate on matters important to Ukraine’s future.

JAA has normally relied on studies and data made available in 2001. However, much of
this data is about two years old, reflecting a time lag between the year reported and the
provision of data by all countries of the world to the sources used in this study. Ukraine’s
situation is changing so quickly, that this data may not accurately reflect the current
situation. Unfortunately, while it is possible to get more recent data for Ukraine, this is
the most recent data one can get for all countries of the world.

The study allows people to evaluate Ukraine relative to relevant countries and to set goals
and targets that are realistically based on the achievements of other countries over a
sustained period of time. It is hoped that the provision of this study will encourage
productive dialogue leading to action that supports the improvement of Ukraine’s living
standards in the immediate as well as long-term future.
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COMPETITIVENESS BENCHMARKS:UKRAINE

Sector Year|Source Absolute Score | Rank | Total in Sample Percentage Rank’
Economic Performance
GDP per Capita (PPP adjusted), (US$) 1999|WB, 2001 $ 3,458.00 93 155 60|
GDP average growth, (PPP adjusted, current int'l $) 1990-1999|WB, 2001 -7.57% 147 148 99
Gross Domestic Product (GDP) Growth, (%) 2000|WB, 2001 6.00% 29 155 19
Overall Productivity (GDP, PPP adjusted per person employed), Current § 1999|WB, 2001 $ 7,500.19 52 60 87
GINI Coefficient Various|WB, 2001 325 28 96 29
AVERAGE 59
Export Competitiveness and Tourism
Exports (USD Millions) 1999|WB, 2001 20,391 39 147 27
Exports (as a % of GDP) 2000|WB, 2001 54.33% 12 72 17
Merchandise Exports Per Capita, ($US) 1999|WB, 2001 231.83 99 157 63
Average Growth of Exports per Capita (%) 1992-1999|WB, 2001 -0.43% 108 138 78
Tourism Receipts per capita (US$) 1998|WB, 2001 $ 107.51 56 112 50
Service Exports ($US million) 1999|WB, 2001 $ 3,869.00 42 126 33
AVERAGE 45
Investment Competitiveness
GDl as % of GDP (%) 1998|WB, 2001 19.78% 85 147 58
Private Fixed Investment (% of GDP) 1999|WB, 2001 N/A n/a N/A N/A|
Gross Domestic Investment Growth (GDI) 1990-1998|WB, 2001 N/A N/A 129 N/A|
Foreign Direct Investment (FDI), net inflows 1999|WB, 2001 489 35 111 32
FDI as % of GDP (%) 1999|WB, 2001 1.28% 92 152 61
FDI per capita, net inflows (US $) 1999|WB, 2001 9.93 109 164 66
Inward FDI Index 1998-2000|WIR, 2001 0.5 89 135 66
AVERAGE 56
Financial Sector
Money and Quasi Money (M2), (% of GDP) 1999|WB, 2001 14.55% 127 147 86
Domestic Credit from Banking Sector, (% of GDP) 1999|WB, 2001 25.88% 95 147 65
Credit to Private Sector, (% of GDP) 1999|WB, 2001 8.81% 119 147 81
ICRG Risk Rating 2001(ICGR 60 91 127 72
Average Savings Rate, (% of GDP) 1997-1999(WB, 2001 19.27% 63 146 43
AVERAGE 69
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Macro Environment

GDP Implicit Deflator (Inflation) 2000({WB, 2002 29.9% 142 160 89
Overall Budget Deficit (as % of GDP) 1999|WB, 2001 N/A N/A 87 N/A|
Total Trade as a % of GDP 1999|WB, 2001 104.43% 37 147 25
Proceeds from Privatization (million US$) 1999|WB, 2001 N/A N/A 57 N/A|
Import Duties, (% of imports) 1999|WB, 2001 N/A N/A N/A N/A|
AVERAGE 57
Government Regulations
Starting new business 2000|WEF, 2000 3.2 56 60 93
Dealing with administrative regulations 2000|WEF, 2000 2.6 55 60 92
Corruption Perceptions Index 2001|Tl, 2001 21 83 91 91
Intellectual Property Protection 2000|WEF, 2000 25 60 60 100
Dealing with government bureaucracy 2000|WEF, 2000 2.2 53 60 88
Hidden Economic Activity 2000|WEF, 2000 4.4 54 60 90
AVERAGE 92
Science and Technology Competitiveness
High Technology Exports (million US$) 1999|WB, 2001 N/A N/A 93 N/A]
High Technology Exports (% of Exports) 1999|WB, 2001 8 37 91 41
Scientists and Engineers in R&D (per Million people) 1999|WB, 2001 2,171 22 88 25
Expenditures for R&D (% of GNP) 1999|WB, 2001 N/A N/A 78 N/A
Technological Sophistication 2000|WEF, 2000 2.8 52 60 87
AVERAGE 51
Infrastructure
Paved Roads, (% of total) 1996{WB, 2001 95% 25 159 16
Paved Roads per person, (sg. km) 1996|WB, 2001 3.28E-03 44 148 30
Telephone Density, (Mainlines per 1,000 people) 1999|WB, 2001 199 77 178 43
Mobile Telephone Density, (Lines per 1,000 people) 1999|WB, 2001 4.28 123 180 68
Electricity Consumption/Capita, (kKWh per person) 1998|WB, 2001 2,449 44 118 37
AVERAGE 39
Human Resource and Workforce Competitiveness
Overall Productivity (GDP, PPP adjusted per person employed), Current § 1999|WB, 2001 7,500.19 52 59 88|
UN Human Development Index 1999|UNDP, 1999 0.742 74 162 46
Female Labor Force, (% of total) 1999|WB, 2001 48.8% 10 170 6
lliteracy Rate, (% of people aged 15 and above) 1999|WB, 2001 0.4% 4 133 3
Unenrolled, Secondary School, (% of secondary-age children) 1998|WB, 2001 N/A N/A 103 N/A
Brain Drain 2000|WEF, 2000 2.7 52 60 87
Competitive Advantage due to Cheap Labor 2000|WEF, 2000 2.7 51 60 85
AVERAGE 52
TOTAL AVERAGE 58

NOTE:

1 Percentage Rank indicates a rank of 1 as being the best in the group and 100 being the lowest.

* N/A indicates that the data is not available for the country for that specific category
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[I. Summary of Findings

Ukraine demonstrates relatively high marks in the quality of its workforce and also has
comparatively decent infrastructure. However, its economic performance does not reflect
the quality of its people. Ukraine also ranks relatively low in the areas of investment
competitiveness, government regulation and the financial sector. Given its human
resources, Ukraine can also improve its scores on science and technology as well as
research and development—areas, which are increasingly important in achieving
sustainable competitiveness.

1. Economic Performance

The most broadly accepted international measure of Ukraine’s current living standard
comes from the World Bank measure of GDP per-capita adjusted for purchasing power
parity (PPP). According to this measure, Ukraine’s GDP per capita, adjusted for PPP
was $3,458, about one-half of that of Russia. This means that Ukraine ranks 93" out of
155 countries. The ranking for this indicator means that 60% of countries in the world
are richer and 40% are poorer. Unfortunately, the average growth in GDP (again
adjusted for PPP) was a negative 7.57% in 1999, results which placed Ukraine 147" out
of 148 countries (in the lowest 1%). The negative economic growth trend was reversed
in 2000, but is still very low, making competitiveness an urgent priority.

Income distribution has also become skewed according to World Bank data using GINI
coefficients. Ukraine ranks 71% out of 96 countries in income distribution.

2. Export Competitiveness and Tourism

Ukraine’s merchandise exports per capita placed it at about the 60" percentile among all
nations of the world (with 1% percentile being the highest). Total exports in 1999 placed
Ukraine among top 40 countries in the world, with the absolute score of $20,391 million.

Service exports were $3.8billion in 1999, ranking Ukraine in the top 1/3 of all other
countries. Tourism receipts per-capita placed Ukraine at the 50" percentile (56 out of
112 countries) with per-capita revenues of $107.

Ukraine would seem to have potential for boosting export performance over the coming
years. Ukraine has important agriculture resources, a manufacturing tradition, excellent
location for trade and potential for Black Sea tourism. Almost 30 percent of all foreign
visitors arrive from Russia. Most other visitors arrived from Hungary, Poland, Germany,
the USA and Canada. Over 48, 000 U.S. citizens visited Ukraine in 1998, largely due to
the Ukrainian Diaspora. An average tourist trip to the Ukraine lasts four days and costs
the visitor $600. The most popular destinations with foreign travelers are Kiev (attracts
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30% of all foreign visitors), Crimea (another 30%), Carpathian region including Lviv
(about 20%), and Odessa. *

3. Investment Competitiveness

Gross domestic investment in Ukraine for 1998 was relatively low at 19.78% of GDP.
Data for later years were not available. Ukraine received $489M in net foreign
investment in 1999, ranking it 35" among 111 countries. In 2000, the net FDI reached
$594 million. The figure is considered very low for the country of Ukraine’s size and
scope.? The renewed privatization effort, which began in 2000, is likely to attract more
investment, but it is not enough. Only improvements in the business environment and
taxation can attract the much-needed Greenfield investment.

Ukraine will need to mobilize more investment to achieve high economic growth.
However, as the 1980s demonstrated throughout the former Soviet Union, high levels of
investment are not enough. Investment must also be used productively. Therefore, high
levels of private investment must be encouraged. High growth countries have showed the
ability to generate total investment of 25-35% of GDP and private investment at levels
between 15% and 19% of GDP.

4. Financial Sector

Although Ukraine has an above average savings rate, its financial sector indicators are
among the lowest in the world. The average savings rate of 19.7% for the period between
1997-99 and ranked Ukraine 63™ out of 146 countries. However, measures of financial
depth such as M2 as a percentage of GDP, credit to the private sector as a percentage of
GDP or domestic credit as a percentage of GDP were all quite low. These indicators
indicate some major problems in Ukraine’s financial sector. The International Country
Credit Risk Rating places Ukraine low where the country ranks 91% out of 127 countries.

5. Macroeconomic Environment

Inflation rates painted a mixed picture for most of the 1990s. Inflation has been higher
than expected, at 28 percent annual average. Ukraine’s Eurobond restructuring and
mounting foreign debt have contributed to the weakening of its currency. Higher oil
prices and inability to pay Russian creditors have further worsened this problem.
Inflation is forecast to come down to about 16 percent in 2001.>

Ukraine has a relatively open formal economy, yet the shadow economy presents hidden
barriers to trade. Ukraine’s main trade partners are Russia, the US and the EU. Ukraine

! http://www.bisnis.doc.gov/bisnis/country/991230tourk.htm BISNIS Country Tourism Profile
% Investment Profile 2001: Ukraine. EBRD.
® EBRD Ukraine Investment Profile.
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is making moves to meet WTO guidelines, and has removed the temporary 2 percent
import surcharge, while also lowering some import duties in 2000. WTO negotiations,
which continue, are likely to bring more liberal trade policies.

6. Policy and Government Regulations

Transparency International ranked Ukraine 83™ out of 91 countries for perceptions of
corruption. The WEF Global Competitiveness Report, based on survey data administered
in Ukraine similar to surveys in a total of 60 countries, gave very low scores to Ukraine
in terms of the ability to start new businesses, deal with administrative regulations and
bureaucracy. It ranked dead last (60" out of 60 countries) in terms of intellectual property
protection. Although it is difficult to measure and quantify administrative barriers to
entrepreneurship, these studies indicate significant obstacles.

7. Science and Technology

Ukraine has over 2,000 scientists and engineers per million in research and development
activities, ranking the country 22" out of 88 countries for which data are available. This
is a bright spot that underlines the potential future competitiveness of the country. It also
has a high per-capita use of the Internet, although the availability of computers is below
average for countries of the world. However, the EIU scores Ukraine among the lowest
25% of countries for E-business readiness and the WEF also revealed low scores for
technological sophistication and even the use of email within companies. However,
Ukraine is above average in high technology exports.

8. Infrastructure

Ukraine has above average scores for infrastructure where it ranks among the top 16% of
countries for roads, the top 37% of countries for energy utilization and the top 43% of
countries for telephone density at 199 lines per 1,000 people (excluding mobile). Ukraine
seems to have gotten off to a late start in mobile telephone utilization where it still ranked
123" out of 180 countries according to the latest available data. Aging infrastructure and
a high level of dependence on oil imports worsen the overall state of infrastructure.

9. Human Resources and Workforce Competitiveness

Ukraine’s bright spot is its human resources. Ukraine ranks among the top 3% of all
nations in terms of literacy (4™ out of 133 countries) and also ranks 10" in the world in
terms of the participation of women in the labor force. Ukraine also ranks among the top
one third of all nations in terms of secondary school education rates. Ukraine ranks
above average for all countries of the world according to the UN Human Development
Index. The World Economic Forum’s Global Competitiveness Report, which relies on
survey data, places Ukraine 19" out of 60 countries in terms of math and science
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education. However, the same WEF survey notes that respondents in Ukraine believe
there is a major brain drain problem. Ukraine ranked 52" out of 60 countries reporting
that brain drain was a major problem. Ukraine has literate, well-educated people who are
strong in math and science but Ukrainians report that many talented people are leaving
the country. This points out the urgency of the problem and the importance of achieving
competitiveness. Competitive economies export products and not people. Productivity, as
measured by PPP-adjusted GDP per person employed, points to the root of Ukraine’s
problems. Ukraine is 52™ of 59 countries, with the absolute score of $7,500, while the
same measure for the leaders in productivity, is about $60,000.

1. Conclusions

Ukraine’s indicators in the 1990s reflect the difficult political, economic and human
transitions of the period. This has included the disruption of supply chains, the loss of
traditional markets and difficulties in restructuring the economy from central planning to
a market economy. Delays in privatization and the non-strategic results of this
privatization may have further hampered progress.

However, underlying the poor results of the 1990s is hope for optimism. The human
resource base, the tradition of science and technology and the level of infrastructure are
solid bases for future competitiveness. However, the low indicators in policy
environment, the financial sector and investment would point to the need to make these
areas a priority. As reform and restructuring continue, Ukraine’s competitiveness as
measured by these indicators is likely to improve. It is recommended that stakeholders in
the Ukraine publish these and similar indicators annually or improve upon them.

Inserting Ukraine in the world economy in ways that generate prosperity will require
good Government strategy that works in tandem with stakeholders in private enterprise.
It is hoped that these indicators will contribute to the thinking within the Government and
will also stimulate productive private-public dialogue.

JAA has presented data on the following page for 48 benchmarks in 9 categories. The
data is presented followed by the year of the data and the source from which the data was
taken. Ukraine’s data are then presented followed by its rank and the total number of
countries in the sample from which the data was taken. Since data are available for a
different number of countries depending on the source, JAA has also provided a
percentile score for Ukraine such that a comparative ranking can be shown across data
sets. For example, if Ukraine ranked 50" among 150 countries in the sample, the final
column would place Ukraine on the 33" percentile demonstrating that Ukraine ranked in
the top 33% of countries for that indicator. The full data sets are also available on
request, where each page presents Ukraine and all countries of the world. However, this
is data rich and may be difficult to download, so it is not included unless there is a special
request. It is hoped that this report may be useful.
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KAZAKHSTAN

Country Competitiveness Benchmarking: 2001

J.E. Austin Associates, Inc.




Executive Summary

The Government of Kazakhstan faces the challenge of stimulating rapid economic
growth resulting in broad-based sharing of the benefits of growth for the average Kazakh
citizen. Having gained its independence in 1992, Kazakhstan faced the challenge of the
transition to market, the break-up of centrally planned ties, privatization, and economic
reforms that followed. The Russian Financial Crisis of 1998 further stifled the Kazakh
economy. The global slowdown, exacerbated by the events of September 11", has
presented an additional challenge. The events if September 11" and the war in
Afghanistan increased Kazakhstan’s strategic importance, and exposed its economic
situation.

In light of the above, it is all the more urgent to improve the living standards of people in
a sustainable way. Sustainable improvements in living standards are a function of the
competitiveness of Kazakh enterprises and the competitiveness of the Kazakh economy.
This study has been commissioned to provide a benchmarking as of February 2002 of
Kazakhstan versus all other countries of the world so as to see clearly the strengths and
weaknesses of the country and to measure progress in the coming years. It is symbolic
and highly appropriate that such an exercise be conducted when Kazakhstan’s strategic
importance is at its peak as the leading nation in Central Asia. This study can serve as a
kind of time capsule presenting a multi-faceted picture of the competitiveness of the
Kazakh economy in publications from the year 2001 or slightly earlier. Kazakhstan is
one of many countries that are emerging from a legacy of centralized economic planning
and it is appropriate to provide benchmarks relative to other countries in similar
situations as well as to highlight the top performing countries.

Background

Kazakhstan demonstrates relatively high marks in the quality of its workforce and also
has relatively good infrastructure, compared to other countries in the region. However,
its lackluster economic performance does not reflect the quality of its people. Kazakhstan
also ranks relatively low in the areas of investment competitiveness, government
regulation and the financial sector. Given the high potential of its human resources,
Kazakhstan can also improve its scores on science and technology as well as research and
development—areas, which are increasingly important in achieving sustainable
competitiveness.

Definitions and Uses of This Report

The Competitiveness Benchmarking for Kazakhstan, compiled by J.E. Austin Associates
(JAA), ranks Kazakhstan relative to the European Union countries, to some regional
leaders, and to all countries of the world in areas generally regarded as relevant to
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competitiveness. Competitiveness at the national level can be defined as the ability of a
country to produce products and services that meet the test of the market place, while
delivering high and rising standards of living for the average person. Benchmarking is the
measurement of performance relative to a particular reference group and normally
relative to those who are doing the best job in a particular area of endeavor. The
benchmarks also serve to measure one’s own progress over time.

Why is Competitiveness Benchmarking Useful?

For the Government of Kazakhstan, this study serves as a powerful tool to measure
progress and set priorities for policy and institutional reform. Other high growth
countries, such as the USA, Singapore and Ireland have published national
competitiveness reports. The Governments of USA, the EU, Ireland, Singapore and
others have identified specific targets and benchmarks against which they measure future
progress.

For economic faculties, business schools, technology institutes and think tanks, it
provides a rich source of data for their analysis. Those researching IT-readiness, export
performance, investment, economic results, human capacity, infrastructure and other
areas will find data that can be used to inform their research and strengthen their ability to
contribute to national dialogue.

The economic press can use this publication to encourage national debate on
Kazakhstan’s competitiveness. It is important that the average citizen understand what is
at stake for Kazakhstan’s future. The Government of Kazakhstan will have to mobilize
popular support behind initiatives, required to improve Kazakhstan’s competitiveness in a
global environment.

Competitiveness Benchmarking encourages private-public dialogue. Benchmarking
encourages reflection and discussion on issues related to the speed and effectiveness of
Kazakhstan’s transition to competitiveness. It focuses attention on strengths and
weaknesses, improvement and deterioration. By presenting objective data,
competitiveness benchmarking encourages informed and natural dialogue.

Competitiveness Benchmarking provides comprehensive data. Effective dialogue and
policy reform requires the use of good data rather than anecdotal evidence. It requires the
ability to understand data in the broader context of the performance of other similar
countries. This study presents many sets of data so as to provide a rich mosaic of
Kazakhstan in which the true picture comes into sharper focus. By presenting it relative
to the EU countries and to relevant top performers, one provides a basis for drawing
reasonable conclusions. It is hoped that the Government, business associations,
universities and NGOs will find this data useful for their analyses.
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Methodology and Limitations of the Study

Informed by competitiveness theory and by the methodologies used by the World
Economic Forum (WEF) and Harvard University, along with its own work in 80
countries over 15 years, JAA selected 44 indicators related to 9 competitiveness-related
categories:

Economic Performance;

Export Competitiveness
._Investment

Financial Sector

Macroeconomic Environment

Policy and Government Regulations

Human Resources;

Science and Technology

Infrastructure

© X N[ |9 W N |

These include data from many sources, including the WEF. The rankings are based
entirely on secondary sources, and efforts were made to select the most internationally
qualified institution for each data set.

The data were then entered into J.E. Austin databases, and rankings were made for all
countries of the world for which data were available. Data for each indicator is provided
for the country along with its position relative to all other countries of the world. For this
exercise, analysis was also done for Kazakhstan relative to the EU countries. Since data
are available for a different number of countries depending on the source, JAA has also
provided a percentile score for Kazakhstan such that a comEarative ranking can be shown
across data sets. For example, if Kazakhstan ranked 50" among 150 countries in the
sample, the final column would place Kazakhstan on the 33™ percentile demonstrating
that Kazakhstan ranked in the top 33% of countries for that indicator. The full data sets
are also available on request, where each page presents Kazakhstan and all countries of
the world. However, this is data rich and may be difficult to download, so it is not
included unless there is a special request. It is hoped that this report may be useful.

The following summary of the results is meant to be descriptive and is not meant to
propose any particular ideology or set of policy prescriptions. The authors do not intend
to make judgments regarding the effectiveness or ineffectiveness of previous or current
policies. Rather, it is intended to provide good descriptive data to stimulate and
encourage debate on matters important to Kazakhstan’s future.

JAA has normally relied on studies and data made available in 2001. However, much of
this data is about two years old, reflecting a time lag between the year reported and the
provision of data by all countries of the world to the sources used in this study.
Kazakhstan’s situation is changing so quickly, that this data may not accurately reflect
the current situation. Unfortunately, while it is possible to get more recent data for
Kazakhstan, this is the most recent data one can get for all countries of the world.
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The study allows people to evaluate Kazakhstan relative to relevant countries and to set
goals and targets that are realistically based on the achievements of other countries over a
sustained period of time. It is hoped that the provision of this study will encourage
productive dialogue leading to action that supports the improvement of Kazakhstan’s
living standards in the immediate as well as long-term future.

National Competitiveness Building Process 40

J.E. Austin Associates, Inc. in collaboration with Nathan Associates Inc. and Management Systems
International



COMPETITIVENESS BENCHMARKS:KAZAKHSTAN

Sector Year Source Absolute Score | Rank | Total in Sample | Percentage Rank *
Economic Performance
GDP per Capita (PPP adjusted), (US$) 1999(WB, 2001 $ 4,951.00 76 155 49
Gross Domestic Product (GDP) Growth, (%) 2000|{WB, 2001 9.60% 6 155 4
GDP average growth 1990-1999, (PPP adjusted, current int'| $) 1999(WB, 2001 -3.70% 143 148 97
GDP per capita growth (1990-1999) 1999|WB, 2001 -2.80% 141 149 95
GINI Coefficient Various|WB, 2001 35.4 43 96 45
AVERAGE 60
Export Competitiveness and Tourism
Exports (USD Millions) 1999|WB, 2001 7,164 56 147 38
Exports, (as a % of GDP) 2000|WB, 2001 42.12% 27 72 38
Merchandise Exports Per Capita, (3US) 1999|WB, 2001 379.49 85 157 54
Average Growth of Exports per Capita 1992-1999 (WB, 2001 -12.81% 136 138 99
Tourism Receipts per capita (US$) 1998(WB, 2001 $ 19.17 84 112 75
Service Exports, ($US million) 1999|WB, 2001 $ 933.00 76 126 60
AVERAGE 61
Investment Competitiveness
GDI as % of GDP 1998 (%) 1998(WB, 2001 15.50% 124 147 84
Private Fixed Investment (% of GDP) 1999|WB, 2001 N/A N/A N/A N/A
Gross Domestic Investment Growth (GDI) 1990-1998 1999|WB, 2001 N/A N/A 129 N/A
Foreign Direct Investment (FDI), 1999 net inflows 1999|WB, 2001 $1,584 19 111 17
FDI as % of GDP (%) 1999(WB, 2001 10.02% 15 152 10
FDI per capita, net inflows (US $) 1999|WB, 2001 $ 106 50 164 30
Inward FDI Index 1998-2000 |WIR, 2001 2.1 22 135 16
AVERAGE 32
Financial Sector
Money and Quasi Money (M2) as % of GDP 1999(WB, 2001 11.16% 140 147 95
Domestic Credit from Banking Sector as % of GDP 1999|WB, 2001 11.34% 128 147 87
Credit to Private Sector as % of GDP 1999|WB, 2001 9.49% 115 147 78
ICRG Risk Rating 2 2000(ICGR 65 71 127 56
Average Savings Rate as % of GDP 1997-1999 1999|WB, 2001 16.22% 80 146 55
AVERAGE 69
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Macro Environment

Money and Quasi Money (M2), (% of GDP) 2000|WB, 2002 17.48% 128 160 80
Overall Budget Deficit (as % of GDP) 1999|WB, 2001 -4.13% 50 61 82
Total Trade as a % of GDP 1999|WB, 2001 85.32% 59 147 40
Import Duties, (% of imports) 1999|WB, 2001 1.03% 46 55 84
AVERAGE 71
Government Regulations
Proceeds from Privatization (million US$) 1999|WB, 2001 N/A N/A 57 N/A
Corruption Perceptions Index 2001|TI, 2001 2.7 71 91 78
AVERAGE 78
Science and Technology Competitiveness
High Technology Exports (million US$) 1999|WB, 2001 130 50 91 55
High Technology Exports (% of Exports) 1999|WB, 2001 N/A N/A 91 N/A
Scientists and Engineers in R&D (per Million people) 1999|WB, 2001 N/A N/A 88 N/A
Expenditures for R&D (% of GNP) 1999|WB, 2001 0.32 55 78 71
EIU e-business readiness 2001|EIU, 2001 5.07 56 60 93
AVERAGE 73
Infrastructure
Paved Roads, (% of total) 1996{WB, 2001 80.5% 45 159 28
Paved Roads per person, (km sqg.) 1996(WB, 2001 8.E-03 20 148 14
Telephone Density, (Mainlines per 1,000 people) 1999|WB, 2001 108 93 178 52
Mobile Telephone Density, (Lines per 1,000 people) 1999|WB, 2001 3.04 132 180 73
Electricity Consumption/Capita, (kWh per person) 1998|WB, 2001 2,595 41 118 35
AVERAGE 40
Human Resource and Workforce Competitiveness
Overall Productivity (GDP, PPP adjusted per person employed), Current § 1999|WB, 2001 $ 11,095.46 47 60 78
UN Human Development Index 1999|UNDP, 1999 0.742 75 162 46
Female Labor Force, (% of total) 1999|WB, 2001 46.9% 28 170 16
llliteracy Rate, (% of people aged 15 and above) 1999(WB, 2001 N/A N/A 133 N/A
Unenrolled, Secondary School, (% of secondary-age children) 1998(WB, 2001 N/A n/a N/A N/A
AVERAGE 47
TOTAL AVERAGE 59
NOTE:
1 Percentage Rank indicates a rank of 1 as being the best in the group and 100 being the lowest.
* NJ/A indicates that the data is not available for the country for that specific category
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1. Economic Performance

GDP per capita, adjusted for PPP is the best measure of Kazakhstan’s current living
standard. According to World Bank data, Kazakhstan’s GDP per capita, adjusted for PPP
was $4,951. This means that Kazakhstan ranks 76" out of 155 countries, ranking in the
49" percentile. The average growth in GDP (again adjusted for PPP) was a 3.70%, in
1990-1999, results which placed Kazakhstan 143™ out of 148 countries (in the lowest
3%). GDP growth picked up significantly in 2000, reaching 9.6%. Kazakhstan thus
ranked 6™ in the world. The rise in oil prices and consequent boom in oil exports played a
significant role in this. Kazakhstan ranks 32™ out of 96 countries in income distribution,
according to World Bank data using GINI coefficients'. Since 1991, privatization and
the move toward market economics, have led to greater income disparity.

2. Export Competitiveness

In 2000, Kazakhstan saw an export boom. Exports as a percentage of GDP reached
42.12%, placing Kazakhstan in the 38" percentile. Oil and base metals are a source of
the majority of export revenues. This dependence on commodity prices caused
Kazakhstan much grief during the Asian financial crisis, when these goods dropped in
value. Kazakhstan is also very import-dependent, since local goods cannot meet the full
scope of consumer demands. Smuggled goods are widely available because of porous
borders.

Kazakhstan’s merchandise exports per capita placed it in the 54" percentile amongst
nations for which data was available in 1999. Service exports were $933 million, ranking
Kazakhstan near the 60™ percentile (lowest 40% of countries).

Kazakhstan has much potential for boosting export performance over the coming years.
The country has important agricultural resources, and a strong manufacturing tradition.

Tourism receipts per-capita ranked Kazakhstan in the 75th percentile, or 84" out of 112
countries, with per-capita revenues of only $19 in 1999. With 2002 designated as the
international year of eco-tourism by the World Tourism Organization, Kazakhstan should
take advantage of every opportunity to promote its vast natural resources and attract high-
income tourists as an exotic destination.

3. Investment

Kazakhstan received over $1.5B in net foreign investment in 1999, ranking it 19" among
111 countries. In 2000, this figure dropped to about $1.35B, although the oil and gas

L GINI Coefficient measures income inequality, reflecting the distribution of income throughout the
population

National Competitiveness Building Process 43
J.E. Austin Associates, Inc. in collaboration with Nathan Associates Inc. and Management Systems
International



sectors remain strong attractions for foreign money. These two sectors received 83.51%
of all FDI in 1999.2

Kazakhstan will need to mobilize more investment to achieve high economic growth.
However, as the 1980s demonstrated throughout the former Soviet Union, high levels of
investment are not enough for sustainable growth. High levels of private investment
must be encouraged, and the moneys must be used productively. High growth countries
are characterized by investment levels of 25-35% of GDP and private investment levels
of 15-19% of GDP.

4. Financial Sector

Kazakhstan received a relatively average ranking for its savings rate of 16.22% for the
period between 1997-99 and ranked 80" out of 146 countries. However, measures of
financial depth such as M2 as a percentage of GDP, credit to the private sector as a
percentage of GDP or domestic credit as a percentage of GDP were all quite low,
generally in the bottom 20 percent. Although Kazakhstan is a transitional economy and
its modern financial sector has been established only 10 year ago, these indicators point
to some major problems. The International Country Credit Risk Rating places
Kazakhstan 71* out of 127 countries.

5. Macroeconomic Environment

Total trade as a percentage of GDP ranks high indicating that Kazakhstan has a relatively
open economy. Inflation reached 9.8 percent in 2000. The Government’s budget deficit
has ballooned since the collapse of the Soviet Union, when budgetary transfers were
suddenly interrupted in 1991. The government revenue base further eroded because of
industry contracting and rising informal economic activity.

6. Policy and Government Regulations

Transparency International ranked Kazakhstan 75th out of 91 countries for perceptions of
corruption.  Creation of a viable non-oil sector, though praised by consecutive
governments, still faces challenges. Kazakhstan had one of the more successful
privatization programs in the NIS. Government interest in oil production has remained
very strong, and so investment has primarily been in oil and gas sectors. Red tape
hinders investment in other sectors of the economy.

7. Human Resources

2 EBRD Kazakhstan Investment Profile, 2001
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Kazakhstan ranks 28" in the world in the participation of women in the labor force.
Kazakhstan also ranks among the top one third of all nations in terms of secondary school
education rates. The World Economic Forum’s Global Competitiveness Report, which
relies on survey data, places Kazakhstan 19™ out of 60 countries in terms of math and
science education. Enrollment in vocation and specialized secondary has fallen even
faster, while tertiary education enrollment dropped from 1.7% to 1.6% of the total
population from 1991 to 1995.°

8. Science and Technology

Kazakhstan has a relatively high per-capita use of the Internet (70" out of 207), according
to a 1999 measure done by the World Bank. The EIU, however, scores Kazakhstan
among the lowest 10% of countries for E-business readiness. This may indicate that
many people know how to use the Internet, but are not using it for strategic business
purposes.

9. Infrastructure

Kazakhstan has above average scores for infrastructure, in which it ranks in the top 28%
of all countries for roads, top 35% for energy utilization and top 52% of countries for
telephone density at 108 lines per 1,000 people (excluding mobile). Kazakhstan seems to
have gotten off to a late start in mobile telephone utilization, in which it still ranked 132"
out of 180 countries according to the latest available data.

1. Conclusions

Kazakhstan’s indicators examined in this report are a time capsule of the political,
economic, and social situation in 2002. The report comes at the end of a difficult ten-
year transition, which included the disruption of supply chains, the loss of traditional
markets and difficulties in restructuring the economy from central planning to market
economics. Privatization delays and difficulties accompanying the process have further
limited the country’s progress. Local producers lost their traditional markets to cheap,
often smuggled, imports.

Despite collective efforts to bring back talented specialists, who have been educated
abroad, the human resource base and the tradition of science and technology have been
eroding during most of the 1990s. The low indicators in policy environment, the
financial sector and investment point to the need to make these areas a priority. As
reform and restructuring continue, Kazakhstan’s competitiveness as measured by these

® EIU Kazakhstan Country Report, 2000.
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indicators is likely to improve. It is recommended that stakeholders in the Kazakhstan
publish these indicators annually in order to track progress and focus attention on priority
areas. Turning the high per capita use of the Internet to business development will aid
the progress of the Kazakh economy.

Inserting Kazakhstan in the world economy in ways that generate prosperity will require
good Government strategy that works in tandem with stakeholders in private enterprise.
It is hoped that these indicators will contribute to the thinking within the Government and
will also stimulate productive private-public dialogue.
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KYRGYZSTAN

Country Competitiveness Benchmarking: 2001

J. E. Austin Associates, Inc.




What is Competitiveness Benchmarking?

The people of Kyrgyzstan are concerned about what the future holds for a small developing
economy that has little experience in competing against other countries due to decades of
isolation from the world economy. The only way to survive is to become increasingly and
sustainably competitive.

Competitiveness can be defined as sustainable increases in productivity leading to improvements
in the standards of living for the average person. Benchmarking is the ability to measure one's
performance relative to a particular reference group and normally relative to those who are doing
the best job in a particular industry or area of endeavor. The Competitiveness Benchmarking for
Kyrgyzstan, compiled by J.E. Austin Associates, ranks Kyrgyzstan relative to other countries of
the world for which data are available, according to indicators that are generally understood to be
closely correlated to competitiveness.

Why is Competitiveness Benchmarking Useful?

Benchmarking encourages private-public dialogue. Annual competitiveness benchmarking
encourages reflection and discussion on issues related to the speed and effectiveness of
Kyrgyzstan's transition as a competitive economy. It focuses attention on strengths and
weaknesses, improvement and deterioration and helps private and public leaders set priorities.
Competitiveness Benchmarking provides objective data.

Effective dialogue and policy reform requires the use of good data rather than anecdotal evidence
and the ability to relate this data to a broader context. National dialogue is subjective when
proponents of current policies present selective data that is then interpreted as excellent
performance. Critics of current policy may also present selective data and assert conclusions that
allege the situation is more pessimistic than is really the case. By presenting many sets of data
one provides a mosaic of Kyrgyzstan’s performance in which the true picture comes into sharper
focus. By presenting the data relative to other countries, one provides a basis for drawing
reasonable conclusions.

For governments, this serves as a powerful tool to measure progress and set priorities for policy
and institutional reform. Ireland uses an annual competitiveness report to benchmark its
performance against the leading countries of the world. Not content to measure its own progress
against itself, it has, for a number of years, restlessly compared its rate of improvement relative
to the best country in the world in a given area.

For economics faculties, business schools, technology institutes and think tanks, it provides a
rich source of data for their analysis. Those researching export performance, investment,
economic results, human capacity, infrastructure and other areas will find in this report a rich
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mine of data that can be used to inform their research and strengthen their ability to contribute to
national dialogue.

Countries like Kyrgyzstan wish to expand their economies so that their citizens will have more
income and be able to afford a better standard of living. Where can the income come from?
Customers, somewhere, must decide to pay the people and businesses of that country for either
products or services. These customers will pay only for goods and services that they wish to
buy. What kind of goods do these customers want? Where can these customers be found? Such
questions are important in determining how Kyrgyzstan can become competitive in world
markets.

What is the Methodology?

Informed by competitiveness theory and by the methodologies used by the World Economic
Forum (WEF), Harvard University and the Institute for Management Development (IMD) along
with its own work in more than 80 countries over 15 years, J.E. Austin Associates has selected
approximately 40 indicators related to 9 competitiveness-related categories:

1. Economic Performance;

2. Export;

3. Investment Competitiveness;

4. Financial Sector;

5. Macro Environment;

. Government requlations;

. Science and Technology Competitiveness;
. Infrastructure; and

. Human Resources and Workforce.

O |0 N[O

These nine areas are generally regarded to be either causes or consequences of competitiveness.
The authors do not ascribe weights to any category or suggest specific causality. The rankings
are based entirely on secondary sources and efforts were made to select the most internationally
qualified source institution for each data set. The data were then entered into J.E. Austin
Associates' databases and rankings were made for all countries of the world for which
comparable data were available. Data for each indicator is provided for the country along with its
position relative to all other countries of the world.
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COMPETITIVENESS BENCHMARKS:KYRGYZSTAN

Sector Year Source Absolute Score | Rank | Total in Sample | Percentage Rank !
Economic Performance
GDP per Capita (PPP adjusted), (US$) 1999|WB, 2001 $ 2,573.00 105 155 68
Gross Domestic Product (GDP) Growth, (%) 2000|WB, 2001 5.02 53 155 34
GDP average growth 1990-1999, (PPP adjusted, current int'l $) 1999(WB, 2001 -2.83% 139 148 94
GDP per capita growth (1990-1999) 1999(WB, 2001 -3.92% 144 149 97
GINI Coefficient Various|WB, 2001 40.5 69 96 72
Economic Freedom 3.65 124 155 80
AVERAGE 74
Export Competitiveness
Exports (USD Millions) 1999(WB, 2001 528 116 147 79
Exports, (as a % of GDP) 2000|{WB, 2001 N/A 72 0
Merchandise Exports Per Capita, ($US) 1999(WB, 2001 93.53 126 157 80
Average Growth of Exports per Capita 1992-1999 |WB, 2001 N/A 136 138 99
Tourism Receipts per capita (US$) 1998|WB, 2001 N/A 112 0
Service Exports, ($US million) 1999|WB, 2001 N/A 126 0
AVERAGE 43
Investment Competitiveness
Gross Domestic Investment Growth (GDI) 1990-1998 1999(WB, 2001 N/A N/A 129 N/A
Foreign Direct Investment (FDI), 1999 net inflows 1999(WB, 2001 35.00 77 111 69
FDI as % of GDP (%) 1999(WB, 2001 2.84 67 152 44
FDI per capita, net inflows (US $) 1999(WB, 2001 $ 7.30 117 164 71
Inward FDI Index 1998-2000 (WIR, 2001 0.9 71 135 53
AVERAGE 64
Financial Sector
Money and Quasi Money (M2) as % of GDP 1999(WB, 2001 11.87 137 147 93
Domestic Credit from Banking Sector as % of GDP 1999|WB, 2001 14.61 119 147 81
Credit to Private Sector as % of GDP 1999(WB, 2001 N/A 147 0
ICRG Risk Rating 2000|ICGR N/A 127 0
Average Savings Rate as % of GDP 1997-1999 1999(WB, 2001 3.64 126 146 86
AVERAGE 42
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Macro Environment

Money and Quasi Money (M2), (% of GDP) 2000|WB, 2002 11.87 137 160 86
Overall Budget Deficit (as % of GDP) 1999|WB, 2001 -2.54 37 61 61
Total Trade as a % of GDP 1999|WB, 2001 99.20 59 147 40
Import Duties, (% of imports) 1999|WB, 2001 1.44 41 55 75
AVERAGE 65
Government Regulations
Proceeds from Privatization (million US$) 1999|WB, 2001 N/A N/A 57 N/A
Corruption Perceptions Index 2001|TI, 2001 N/A N/A 91 0
Economic Freedom 2001 |Heritage 3.65 124 155 80
AVERAGE 0
Science and Technology Competitiveness
High Technology Exports (million US$) 1999|WB, 2001 5.00 54 91 59
High Technology Exports (% of Exports) 1999|WB, 2001 5.52 54 91 59
Scientists and Engineers in R&D (per Million people) 1999|WB, 2001 584 48 88 55
Expenditures for R&D (% of GNP) 1999|WB, 2001 0.20 64 78 82
EIU e-business readiness 2001|EIU, 2001 N/A N/A 60 0
AVERAGE 51
Infrastructure
Paved Roads, (% of total) 1996|WB, 2001 911 32 159 20
Paved Roads per person, (km sq.) 1996|WB, 2001 0.35% 41 148 28
Telephone Density, (Mainlines per 1,000 people) 1999|WB, 2001 76.20 110 178 62
Mobile Telephone Density, (Lines per 1,000 people) 1999|WB, 2001 0.55 159 180 88
Electricity Consumption/Capita, (kWh per person) 1998|WB, 2001 1,372 60 118 51
Internet User 1999|WB, 2001 10 122 207 59
AVERAGE 51
Human Resource and Workforce Competitiveness
UN Human Development Index 1999|UNDP, 1999 0.71 92 162 57
Female Labor Force, (% of total) 1999|WB, 2001 47.2 27 170 16
Brain Drain N/A NA N/A
AVERAGE 36
TOTAL AVERAGE 47
NOTE:
1 Percentage Rank indicates a rank of 1 as being the best in the group and 100 being the lowest.
* N/A indicates that the data is not available for the country for that specific category
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Kyrgyzstan’s competitive position

These benchmarks present information about the national competitiveness of Kyrgyzstan and its
ability to earn increasing income and wealth for its citizens relative to other countries, by
attracting investment from and generating exports to the rest of the world. Countries achieve
competitiveness by developing a good business environment, which includes access to
reasonable credit, good infrastructure, and good laws and economic policies, so that their
industries may become competitive. Industry competitiveness is the ability of the businesses in a
sector in the economy to compete successfully for customers and profits against similar
businesses in other countries. Currently, Kyrgyz industries and businesses have a number of
challenges in trying to be more competitive. The compiled data show that Kyrgyzstan ranks in or
near the bottom third of countries in many categories of economic performance.

Kyrgyzstan has no choice except to compete, but it does have a choice with regard to how and
where it competes. The overarching strategy is competitiveness based on product quality and
service. So what is the path that can bring sustainable development for the economy, and
increase the Kyrgyzstan’s wealth and its citizen’s living standards? Successful industries
undertake many activities — instead of just exporting raw materials, they add value to them by
turning them into value-added products.

1. Economic Performance

Kyrgyzstan's economy is much smaller than neighboring and nearby countries such as
Kazakhstan, China, Uzbekistan or Russia. Kyrgyzstan's GDP per capita (adjusted for purchasing
power parity) is USD 2,573 ranking it 105th out of the 155 countries sampled, which translates
into a percentile ranking of 68 (with 1 being the highest percentile).

GDP growth for 2000, the last year global data was available, was 5.02%, which placed
Kyrgyzstan 53rd out 155 countries or in the 34th percentile. GDP growth was up from a negative
trend (—4.7% per year) that persisted from 1988 to 1997. Agriculture is the major component of
Kyrgyz GDP (agriculture 45%, Industry 23% and Services 33%?).

According to a survey by the “Economist Intelligence Unit”, Kyrgyzstan is one of the countries
with the lowest economic growth figures since 1990 — its average annual change in GDP
between 1990 and 2000 was —3.2%. Similarly, with deficits as a percentage of GDP averaging —
12.1%, and foreign debt as a percentage of GDP at 106 %, Kyrgyzstan ranks as one of the lowest
achievers terms of economic performance.

1 World Resources Institute, 2001.
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2. Export

Exports are presented in terms of absolute value and world market share, exports per capita,
exports as a percentage of GDP, and recent growth rates from 1990-1997.

Kyrgyzstan exports were USD 528 million in 1999 and ranked 116th out of 147 countries, or in
the 79th percentile. Exports per capita were USD 93.53, which provided a ranking of 126/157
countries (80th percentile). In 1997, Kyrgyzstan exported USD 676 million and imported USD
817 million. This negative balance of trade could be indicative of low quality goods and/or a
focus on raw material production and natural resource exports without much value addition or
appeal to international markets.

Kyrgyzstan joined the WTO in 1996, but membership in WTO does not guarantee any benefits.
Many trading issues also seem beyond the country’s control. The situation may change after the
country’s main trading partners — Kazakhstan, Uzbekistan and Russia join the WTO. Uzbekistan
and Russia are expected to join WTO in 2004. Kazakhstan decided that it is not ready to join
WTO yet and postponed its negotiations indefinitely. As Russia and Uzbekistan are still
significant trading partners for Kyrgyzstan, their membership will provide some guarantee
against unilateral, unpredictable changes in bi-lateral trade policies. 2

International Tourism Receipts doubled in the 1990s, from USD 2 million to USD 4 million.

3. Investment Competitiveness

Investment indicators include gross domestic investment (GDI) and foreign direct investment
(FDI) as a percentage of GDP, as well as the growth rates of both GDI and FDI. Comparable
GDI data was not available for Kyrgyzstan. FDI information, however, shows that such
investment has declined significantly in recent years. Despite liberal foreign direct investment
laws, FDI decreased almost 80% from USD 96 million in 1995 to USD 19 million in 2000.°
According to the UNDP report on “Attracting Foreign Direct Investment”, prepared in the spring
of 2002, this is due to an “unfavorable business environment”. The report also emphasizes that
the problems seem be caused by: “excessive ‘red tape’, corruption, large-scale smuggling, a lack
of legal stability, lack of regional cooperation and security concerns”.

Foreign direct investment as a percentage of GDP was 2.8% in 1999, which placed Kyrgyzstan
67th out of 152 countries or in the 44th percentile. In per capita terms Kyrgyzstan was in the 71st
percentile with USD 7.30 FDI per capita, ranking 117/164.

2 Irina Makenbaeva, World Bank paper, “Kyrgyz Republic: WTO Accession and the Benefits of Membership”
® Attracting Foreign Direct Investment to Kyrgyzstan: final report relating to UNDP Reimbursable Loan, UNDP.
June 2002
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4. Financial Sector

The analysis of financial indicators in Kyrgyzstan shows that the financial sector is
underdeveloped. This is best reflected by credit to the private sector as a percentage of GDP,
Kyrgyzstan’s percentage of 14.6 puts it in the 44th percentile with a rank of 67 out of 152.

The percentage of Money and quasi-Money to GDP was 11%, which places Kyrgyzstan 137th
out 147 or in the 93rd percentile. An underdeveloped financial sector can act as a drag on the
overall competitiveness of the business community of a country and can lead to the serious
misallocation of resources.

5. Macro Environment

In the past decade, Kyrgyzstan has consistently run fiscal budget deficits of 10% of GDP*. In
the last year that global data was available a 2.54% of GDP deficit placed Kyrgyzstan in the 61
percentile, 31st out of 61 countries in the sample.

The tax system remains the biggest concern of entrepreneurs. The tax burden falls excessively
on those enterprises that pay taxes (Many do not.), driving many entrepreneurs underground.”

In total trade as a percentage of GDP, Kyr%yzstan ranks 59th out of 147 countries (40™
percentile), and it ranks 41st out of 55 (75" percentile) in import duties as a percentage of GDP.

In 1998, the Commonwealth of Independent States (CIS) was hit by the international financial
crisis in general and by the Russian financial crisis in particular. The Russian financial crisis had
multiple effects on the Kyrgyz Republic. First, Russian demand dried up. Many countries that
were using Kyrgyzstan as a base to export goods to Russia, taking full advantage of
Kyrgyzstan’s WTO and CIS memberships, withdrew their activities as a result of significant
decline in demand from Russia. Second, the main trading partners, Kazakhstan and Uzbekistan,
undertook various protectionist measures that hindered Kyrgyz exports. Third, the Russian ruble
devaluation of 75% forced most members of the CIS, including Kyrgyzstan, to devalue their
currencies by about 50%. As a result, the real value of Kyrgyz foreign debt rose to 100% of
GDP. Fourth, the international financial crisis deterred foreign investors from the region,
minimizing FDI.

* Andres Aslung, Advisor to the President of the Kyrgyz Republic, Consultant UNDP and Senior Associates,
Carnegie Endowment for International Peace, Washington, DC. “ A Vision for Kyrgyzstan: From Budget Crisis to
Sustainable Economic Growth and Welfare”. December 1999.
5 -

Ibid.
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6. Government regulations

The Kyrgyz government has an impressive record of economic reforms designed to build a
market economy based on private property and the rule of law. Many of these reforms took place
prior to WTO accession, and the reform process is still being actively pursued. The privatization
process has thus far allowed 65 percent of GDP to be managed by the private sector.

The Heritage Foundation in its 2001 Economic Freedom Ranking puts Kyrgyzstan only 124™ out
of 155 (80" percentile), however.

7. Science and Technology Competitiveness

The Year 2000 EIU ranking of E-commerce readiness places Kyrgyzstan in the 59th percentile.
High technology exports are a not substantial part of Kyrgyzstan's trade. The country ranks 54th
out 91 countries in the database, which puts it in the 59th percentile. R&D expenditures as a
percentage of GNP were very low in Kyrgyzstan (0.2%), placing it 64th out of 78 countries
(82nd percentile). However, in many cases, companies may not have separately recorded their
R&D expenditures, as there is no particular incentive to companies to record R&D expenditure.

8. Infrastructure

Infrastructure is normally measured by the capacity for providing energy, transport, and
communications. Kyrgyzstan ranks 32nd out of 159 in the percentage of paved roads to total
roads (32" percentile), and 41st out of 148 (28" percentile) in the ratio of square kilometers of
paved road per person.

Teledensity (the number of telephones per-capita) is an indicator that is in great flux given the
fast diffusion of mobile telephones worldwide. The fast growth of the mobile
telecommunications industry is rapidly reducing the costs of communication. Kyrgyzstan’s 76.20
telephones per 1000 people in 1999 placed it in the 62" percentile worldwide with a ranking of
110 out of 178. Kyrgyzstan possibly inherited one of the lowest line densities among the former
Soviet Union countries. The quality of the service of land lines is not impressive, which in the
past few years has prompted the rise in mobile, satellite phones and data transmission service as
solutions. Mobile telephone density is still low, about 55 telephones per 1000 people, ranking
Kyrgyzstan 159th out of 180 (88™ percentile).

Electricity consumption per capita averages at 1,372 KWh, putting Kyrgyzstan in the 51st
percentile. The available capacity of the Kyrgyz power system is much higher than the current
domestic electricity demand. The utility-related issues seem to be related to cross-border water
usage problems.
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9. Human Resources and Workforce

According to the UNDP Human Development index 1999, Kyrgyzstan ranks 97th out of 162
countries (57th percentile).
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Why Is Competltlveness Emergmg as the #1
Issue for Leaders?

» Globalization

» Liberalization

» Privatization

» WTO Accession
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» Transition from Central Planning
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Competitiveness Is NOT...

» Abundant Natural Resources
» Cheap Labor

» Depreciated Currency

» Government “Incentives”
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Kyrgyz Republlc Is Currently Dependent
on Natural Resource Exports
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What is Compeltitiveness?
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What is Compeltitiveness?

L_ow cost strategies based on low cost wages
provide an unsustainable competitive advantage

Textile Industry Wages

$25.00
$20.00
Hourly $15.00 -
Labor
Wage
(U.S.$) $10.00 -
$5.00 -
$0.00 -
¢ 3 O DASPPOR SN HSL @SS S0
3"9{&:’0&\0 ® QQQQ@@@?&S?EO& @® Q,-POQ'Q @é @6@5@6& f&\‘%@@ c)(‘\(\ ‘3‘@@6@ & Q@@
S &0 SN
&P

SOURCE: Bobbin Magazine 1999 averages,developed countries statistics are from Gherzi Textile Organization
J.E. Austin Associates Page 7



Sustainable Growth in Productivity Driven
by:

e The Quality of Business Strategy and Operations

e« MICRO Environment
e MACRO Environment
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What is Compeltitiveness?

The New Competitiveness Paradigm

Political, Legal, and Macroeconomic Context

Sophistication Quality of the
of Company Microeconomic
Operations and Business
Strategy Environment

Microeconomic Foundations

Source: Michael Porter, 1998
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Microeconomic Initiatives
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Examples: Italian Shoes,

Direct Contact with sophisticated and
demanding consumers

Size and segmentation of local demand
Number of independent buyers
The speed of growth

How fast the home market gets
saturated

Internet savvy customers
Mobile local buyers
Ability to monitor and respond to trends
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Colombia Cut Flower Value Chain
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Miami) (Miami-
Boston)

Source: Interviews in Mexico, Colombia, Miami, Boston, Monitor Analysis

J.E. Austin Associates Page 16



FACTORS

BASIC

- Climate Strategy, ‘
- Fertile Land Structure

- Location Proximity ;

- Availability of basic inputs \
- Inexpensive Labor

ADVANCED

- Skilled Human Resources

- Knowledge resources /
- Access to capital resources The Cluster

- Infrastructure: availability of ports
- Institutions

- Social capital

Examples: Honduran Textiles, DR Tourism, Sri Lanka

G ems J.E. Austin Associates Page 17



Opportunity: Build Complex Exports Avoid Over-
Relying on Basic Factors

Sri Lanka Exports of Gems and Jewelry

200—

180 -
o jewellery

O diamonds

160
HW gems

140—

120

100—

80—

60—

1987 1988 1989 1990 1991 1992 1993 1994 1995 1996

40

20—

(o=

Source: Sri Lanka Industry Statistics J.E. Austin Associates Page 18



STRATEGY

e Company and strategies

e The quality of sustained commitment of
capital and resources

e Industry cooperation

e The level of domestic rivalry

e Possibility of new business formation
e The nature of dialogue with labor

e Fairness of local competition

e Parastatals and monopolies

e Leadership characteristics

Protection

Quality of firm level strategy
Reactive vs. Proactive

Hi-end vs. low-end

Price vs. Differentiation

Distribution channels

E-commerce

Number of competing firms
Commodities vs. Specialized products

Factors | «

»| Demand

\4
‘ \‘ The Cluster \/

Examples: Uganda Coffee, DR Cigars, Sri Lanka Rubber

J.E. Austin Associates Page 19



shmere
arments

Product
Scope

Raw
ashmere

Mongolian Cashmere Industry

Cashmere and Cashmere Garment Exports

Garment

Cashmere exports
|:| Raw cashmere

. Washed/Dehaired
. Yarn and cloth

Low cost
Mongolian cashmere is a competitive product in its raw form, but it
competes in the same mass market segment as China, a bigger producer.

Differentiation

J.E. Austin Associates

Page 20



Exports of Sri Lanka Rubber Products

/

- A
\//\/
/

P

1988 1993
‘— B R Ubber products ‘

Source: Sri Lanka National Statistics J.E. Austin Associates Page 21



CLUSTER

Strategy,

/ Structure \
‘ Factors \4 I »‘ Demand \

e Competitive and high quality supplier?

e Financial sector?

e Business services?

e Strong business associations?

e Strong ties with research institutions?

e Quality of private-public dialogue

e Quality of education and training providers

Examples: Mongolian Cashmere, Leather, Sri Lanka Tea

J.E. Austin Associates Page 22



Industry Clusters

The cluster i1s one method with proven success
Cluster: a concentration of interconnected companies and
Institutions, both public and private, striving for
competitiveness

Academia

*II ndustry

| % 1 )
|
| .
e g
N AR e s -~

: Cluster I
I Relationships [ »”

i — Supporting
Produc- . ;
o Drocessin / fasture Export ) Import ) Retail Y 4 .. | ndustrls

Once objectives are set and strategies formulated, more direct
interaction with government, academia and other supporting
industries.is.essential

J.E. Austin Associates Page 23



Strategic Tools

Diagnostics:

SWOT, GAP, Etc. . - .
. B Implementation Initiative
Value Chain 9 ﬁg?gﬂ g\
9 |
e e ActionC
e Eftc.

Competitive Positioning

Diamond Analysis

Competitiveness
Strategy

J.E. Austin Associates Page 24



What is Compeltitiveness?

Pursuing Effective Dialogue

VV VYV V V VY

INEFFECTIVE

Individual Company
Ad-hoc Complaints
Operational Level
Laundry Lists
Anecdotal Evidence
Concessions
Opposite Sides

VV V YV V VY

EFFECTIVE

Industry Clusters
Comprehensive Vision
Strategy

Priorities

Data and Analysis
Co-Responsibility
Same Side of Table

J.E. Austin Associates

Page 25



Competitiveness Councils

FIVE COUNTRIES AND THEIR COMPETITIVENESS RANKINGS
FOR MOST RECENT YEARS

Country Name of council Established by Date AL —V.VEF ALK —I.MD
Ranking Ranking
United Competitiveness Omnibus Trade and 1988 1 1
States Policy Council (CPC) Competitiveness Act of
1998
Ireland National Partnership 2000 1997 5 7
Competitiveness Agreement
Councill
Singapore | Committee on Directive of the 1997 2 2
Singapore’s President of Singapore
Competitiveness
Hong Kong %ﬁE}Kong Official Statute 1967 8 6
Productivity Council
(HKPC)
Malaysia National Productivity Act 408: National 1966 25 29
Council (NPC) Productivity Council
Incorporation Act

J.E. Austin Associates
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Murphy’s Laws on Competitiveness

e The Number One Obstacle to Competitiveness
IS the Mindset of the Leadership

e The Solution to Communism is Not Crony
Capitalism, Free Enterprise is Also an Option

e Competitive Countries = Export Products
Non-Competitiveness = Export People

e Position Yourself in the Market or Others WiIll
Do It For You

J.E. Austin Associates Page 27



Murphy’s Laws on Competitiveness

e Half of New Foreign Investment Comes from
Existing Customers.

e |f You Want to Boost Exports, Don’t Create an
Export Promotion Agency

e Tell the University Professors to Talk to
Business People and Not Just to Each
Other—the Kids Need Jobs!!!

J.E. Austin Associates Page 28



Murphy’s Laws on Competitiveness

e Test Children on Things Computers Can’t Do

e (et the Private Sector to Build the
Infrastructure—It’'s Cheaper, Safer,
Environmentally Friendly and...If Something
Goes Wrong You Have Someone to Sue

e Barriers to Competitiveness--“Someone Else’s
Fault” yet No One’s Responsibility

J.E. Austin Associates Page 29



. 'F,
|"|P !‘L
The Agenda

\ ‘%L

P
- \‘m L |

Principles and Tools of Competitiveness

Competitiveness Tools: Examples and Lessons
from Around the World

Relevance to Your Region and Your
Industries

J.E. Austin Associates Page 30



Thank you
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Competitiveness:

Building Kyrgyz
Republic’s Prosperous
Future

(Russian)



KoHKYypeHTOCIIOCOOHOCTD:
IHocTpoeHune nepcneKTUBHOrO Oyaymero P
0CCUM

J.E. Austin Associates

CeHTa6pb 2002



Conepmaﬁﬁ@ L

1.]‘ OnpeneneHne KOHKYPEHTOCNOCOBHOCTH

- [lo4yeMy KOHKYPEHTOCNOCOHOHOCTL?
- YTO Takoe KOHKYpEHTOCNOCOBHOCTL?

2. Mpe3eHTauma MHCTPYMEHTOB KOHKYPEHTOCNOCO6HO
CTH

- [paKkTuyeckne npuMepbl Co BCEro MUpa

3. MprMeHnMa N1 KOHKYPEeHTOCNoCObHOCTL B Ballem
PErMOHE N NHAYCTPUU?

J.E. Austin Associates Page 2



[Toyemy KOHKYPEHTOCIOCOBHOCTbL ?

Ilouemy KonKypeHnocnocoonocms = 6onpoc nomep 1, cmosawuii nepeo pykoeo
oumenamu?

["nobanusaums

JInbepanusaums

[MpyBaTU3aLUS

BctynneHue B BTO

I3MeHeHMe TEXHONOrnm

MepexoaHbi nepmoa OT LEHTPANIM30BaHHO
ro NIaHMpPOBaHMs

VVVVVYVYY

J.E. Austin Associates Page 3



Y70 TaKoE KOHKYPEHTOCITOCOOHOCTh ?

Konkypentocnoco0HOCTH - 310 HE...

» W306unme npmpoaHbIX pecypcos

» [eweBas paboyas cuna

» ObecueHnBaHne AeHEXHbIX CpeacTs
» [ocyaapCTBeHHOE “CTUMyNMpoBaHme”

J.E. Austin Associates Page 4



Y10 TaKoe KOHKYPEHTOCIIOCOOHOCTE ?

3apucHMocTs Poccuid 0T IKCMOPTA NPUPOTHBIX
pecypcoB B HACToOsIIee BpeMs

$35000 Percentage of Exports in Natural Resources and GNP Per Capita in 1998
*%% OT 3KCropTa NpUpOAHbLIX PECYpPCOB M Ba/IOBOrO HALMOHANbHOrO NPOAYKTa B pacyeTe Ha yenoBeka B 1998
$30 000 4
.
. United States
$25 000 - Switzeitand
. **
. * Singapore .
. . .
¢ * . Canad
$20000 1 * A Netherlands =222 Australia
. . Sweden
.
*
$15000 1
$10 000 - Argentina
. . . *Poccuiickas de
ot South Africa
., ¢ . . . R aepanus
$5 000 . . . M Colombia . Trinidad and .. Venezuela
.t Romania ot . Peru Russian Federation
China ¢ «  Egypt
. Bolivia
$0 T T T T T T T T
% 9KCIIOPTa CHIPbsi, BEIYUCIICHHBIH KaK 107151 TOPrOBOr0O SKCIIOPTa CeNCKOX03SICTBEHHOTO ChIPhs, METAILIA, PY/IbI H TOIUIHBA 80 90
*Hcrounuk: OTyer 0 MUpoBOM paseuthu, 2000
L
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Y10 TaKoe KOHKYPEHTOCIOCOOHOCTH ?

IIpuBenennb! 00ME TOProouie HeHbl 3a 1960-1999 (1990=100)

MweHnua Meab HedTb
3epHo MpupoAaHbIN ra3

45

.

3

TeHpeHUuua = P

XecTokoe K

LleHoBoe s

DaBneHue 12 3 4 5 6 1T 8 9 0 1

*Hcrounnk: ViHANKAaTOPHI pasBUTHS MupoBOro 6aHKa

J.E. Austin Associates Page 6



Y10 TaKOE KOHKYDEHTOCITIOCOOHOCTh ?

Crparernt HU3KHUX 3aTPAT 0AZUPYIOTCH HA HUZKU Y
3apa0O0THBIX IJIATAX M He 00eCIeYnBaIOT CTA0MJI
bHOE KOHKYPEHTHOE NMPENMYIIeCTBO

*YpoBeHb 3apaGoTHBIX IVIAT B TeKCTHJILHONH MPOMBINIIEHHOCTH

$25,00

$20,00

Yacosas o
mAaTa Tpyaa

(U.S.$)
$10,00 -

$15,00 —

$5,00 -

$0,00 -

CRPS s
& @ fo‘ 4 Q@Q&é@

*Hcrounnk: Bobbin Magazine 1999, cpeanne 3Ha4eHns, CTATUCTHYECKHE TaHHBIE 110 Pa3BUTHIM cTpaHaM - Gherzi Textile Organization

J.E. Austin Associates Page 7



Y10 TaKOE KOHKYPEHTOCITIOCOOHOCTh ?

KOHKYpeHTOCTIOCOOHOCTD - ITO ...

YCTOMUMBbBIA POCT NPOU3BOANTENIBHOCTH, 06
YCNOBJ/IE€HHbIN:

» KauyecTtBoM 6GM3HeC-CTpaTerni n ynpaseHns
MUKPO okpyxxeHnem
MAKPO okpyxeHuem

J.E. Austin Associates Page 8



Y70 TaKoE KOHKYPEHTOCITOCOOHOCTh ?

ITapagurma HOBOM KOHKYPEHTOCIIOCOOHOCTH

HOJII/ITI/I‘ICCKI/IC, IpaBOBbIC H MAKPOIKOHOMHUYECCKHE

KOHTEKCTbI

KauyecTBeHHBIN Ka4vecTBO MUKp

YPOBEHH yIIpa <:::> 0-)KOHOMHYECK

BJICHUS KOMIIA 0ro OU3HeC-OKp

HHMEH U ee cTpa YKeHUA
Teruu

MI’IKpOC)KOHOMI/I‘IeCKHe OCHOBBI

Hcmounux: Maiikn [Toptep, 1998

J.E. Austin Associates Page 9



Y70 TaKOE KOHKYPEHTOCITIOCOOHOCTb ?

Makpo3KoOHOMUYECKHE HHUIUATUBBI

» MOHeTapHble KoHTponb Hag nHdbnaumnen

» ®uHaHcoBble CaoepxunBaHne geduunta
brookeTa

» Toprosns CHuxxeHne TapndoB

» O6MeH BantoThl Jlydwas KOHBEpTUPYEMOCTb

» Ho...0oTBeT Ha YacTHble UHBECTULUNN HE ABNSETCS aB
TOMaTU4YeCKnm!!

J.E. Austin Associates Page 10



Y10 TaKOE KOHKYPEHTOCITOCOOHOCTH ?

MI/IKpO:)KOHOMI/I‘IECKI/Ie NHHUIINATUBLbI

\\;

MNpuBaTn3aums

PectpykTypusaumsa ¢pmHaHCoB
Oro cekTopa

PerynuposaHve npasa, Komm
epyeckoro npasa/CyaebHole p
ecypcbl/ApbuTtpax

AHTU-KOppYNUUS

MpoaBWXXeHUe TOproBan 1 nH
BECTULMN

Moaaep>xka manoro 6usHeca

Pechopma rocyapcTBeHHOM p
aXKAAHCKOM CNy»X6bl

Ob6pa3zoBaTtenbHas pedopMa
PasBuTHe pabouen cusbl

;
;

;

NHAaycTpuanbHble Napku

Mapku 3HaHMI

3aKoHbl 0 Tpyae, MexaHu3Mbl n
PaKTUKM U YPEryMpoBaHus KO
HNNKTOB

YacTHble pe3epBbl MHDpPACTPYK
Typbl

bropo ctaHaapToB

[OTOBHOCTb K Tene-, IT- 1 e-ko
MMepLumm

MNpaBa no 3awwmTe UHTeNNeKTya
NbHOW COBCTBEHHOCTU
DdeKkTnBHbIE pe3epBbl Koye
BbIX C/Ty>K6

MHnumaTuBbl, cneumduyHble ans
KOHKPETHBIX CEKTOPOB

J.E. Austin Associates Page 11



Conepmaﬁﬁ@ | L

1. OnpeneneHne KOHKYPEHTOCNOCOOHOCTH
- [lo4yeMy KOHKYPEHTOCNOCOHOHOCTL?
= Y710 TaKkoe KOHKYPEHTOCMOCOOHOCTL?

\

2. MNpe3eHTaums UHCTPYMEHTOB KOHKYpEHTOCI'IOCOFHO
cTn

- [pakTnyeckne npuMepbl U3 pasHbiX CTpaH MU
pa

3. NpuMeHnMa N KOHKYpeHTOCNocobHOCTb B Baluem
pPErmMoHe n NHAYCTpun?

J.E. Austin Associates Page 12



HuaCcTpyMEHTHI: c*rpwmecxoe MO3UIMOHUPOBAHIE
% : e

it

I
Komrmranmsa: Xop CTpaTerus o Xopomiee y
IpaBACHHE
Bricokas
Be O
I'panuria mpousBoAnuTE
OOCA C B O PDE
BHOCTH
0)8):10
Crpareruueckoe
IO3ULIMOHUPOBAHUE
Orcraromme KOMIIaHI
Huskasn

Huszkas Boicokas

Onepannonnas 3¢ peKTUBHOCTD

J.E. Austin Associates Page 13



bpunnuanm Ko@gpenmocnocoﬁuocmu
N .

‘ Crtparerus,
CTpyKTypa m
CoTmepHNYeCcTBO
dPakTopbI CocTosiHue
___cnpoca |

Knactep

HUcemounux: Maiikn Ioptep

J.E. Austin Associates Page 14



CIIPOC

» TMpsAMON KOHTAKT C UCKYLIEHHbIM 1 Tpe
Crparerus, 6oBaTesibHbIM NOTpebuTenem

T o CTpyKTypa u - BenuuMHa n cerMeHTaums MECTHOro cn
ConepHN4ecTBO poca .
* Yucno He3aBUCUMbIX nokynartesneun

e CkopocCTb pocTa

dakTopbl » Kak 6bICTPO HACbILAETC BHYTPEHHUMN
pon3BOACTEA ‘ PbIHOK
e KnueHtbl UHTEepHeT
\ + WN3MeHUMBOCTb MECTHbIX NOTpebutenei
+ Cnoco6HOCTb NPOBOAUTL MOHUTOPUHI U
Knacrtep pearvpoBaTb Ha U3MEHEHUe TeHAeHUUH

[pumepsbl: UTanbsiHckas 0byBb, pbiba u3 N3pauns, bykeTnbl

J.E. Austin Associates Page 15



Hucmpymenm_biwl)_amezuu
Value Cha\fﬁTCTOHMO(hLIe IEM0YKH)

onbIT Kotymoun

CYneran Boipyaka dIpo3y s KaXHOro\KOMIOHEHTA [ TONMO CTHOMALENOHKM

180.0
160.0 + 154.2
140.0 +
120.0 +
US. 1000 +
Cents
80.0 T
60.0 T 51.4
40.0 + 25.7 102.8
234
14.6 17.0
20.0 + . [ ] 23 25.7
6.4
0.0 —- : 24 : : : :
Canoson Aspo- bpoxep Tpancmopt Onrosbiii °  PosHuunbIii
(borora) nepeBo3Ka (Maiiammn) 1o cyiue TOprosen TOproser
(Borora-Maiiamu) (Maiiamu-Bocer  (Bocron) (BocTon)

OH)

WUcTouHuk: UHTepBbIO, NpoBeaeHHble B Mexuko, Konym6uu, Maitamu, BocToHe, MOHUTOPUHIOBbIV aHanu3

J.E. Austin Associates Page 16



DOAKTOPDBI

OCHOBHBbBIE
- Knumar

- MnopopoaHocTb NOYB Crparterus,

- BNIN30CTb PacnoJIoXEHUS CTpyKTypa u TE o
- Hanuume OCHOBHbIX MOLLHOCTEN COnepHI/I‘-TCTBO

- Hepoporas pa6bouas cuna

NMPOABUHYTDIE

- KBanudumumnpoBaHHbIe Ye/ioBe4ecKne p | Cnpoc
ecypchbl

- OcBefoOMJIEHHbIE PECYPCbI /

- [locTyn K OCHOBHbIM pecypcam

- UHdpacTpykTypa: Hanuume NopToB Knacrtep

- YyebHble 3aBefeHUsA
- O6uwecrBeHHble (hoHAbI

MpuMmepbl:  TekcTunb U3 MoHAaypaca, TypusM B [JOMUHMKAHCKOM Pecny
6nuke, gparoueHHocTn n3 Lpn-JlaHku

J.E. Austin Associates Page 17



Bo3moxnocTi: Co31aBaTh KOMILIEKCHBIN IKCITOPT
He mosrararbcs Ype3MepHO HA OCHOBHbIE (PAKTOPBI

Ilpu-Jlanka: 3KCIOPT APArOLEHHbIX KAMHEH U OBEJIMPHBIX M3/1e/IHiH

200—

180—

IMPHbIE W3/1eTHs m jewellery
JLIHAHTHI O diamonds
160
W gems

FOEeHHbI€ KAMHH

140

120~

100—

80—

60—

40

20—

1987 1988 1989 1990 1991 1992 1993 1994 1995 1996

WCTOYHMK: CTaTUCTMKA NPOMbILINEHHOCTM LLpu-JlaHka

J.E. Austin Associates Page 18



CTPATEI'UA

L= XapaxkTepucruxku nuaepcrsa

KomnaHus un ctpaternm

KauecTBo yCTOWYMBOro COOTBETCTBUSA Ka
nuTana u pecypcos

Koonepauus B oTpacnu
YpoBeHb MECTHOIO CONepHUYECTBa

B03MOX>XHOCTb 06pa3oBaHUA HOBOro 6M3H
eca

XapaxTtep auanora c pabouei cunou
YeCcTHOCTb MECTHOro COpeBHOBaHUS

FocynacTBeHHble NpeanpusaTMSa U MOHON
onnuu

3awmTa

KauecTBO ropusoHTanbHoOW cTpaterum ¢
UPMbI

PearnpoBaHue NpoTUB NPOaKTUBHOCTH
Hi-end npotus low-end

LleHa npoTtuB audcdepeHumaummn
KaHanbl pacnpepeneHms

E-koMmepumsa

KonnuecrBo KOMNaHUii-KOHKYPEHTOB

ToBapbl 061ero norpe6seHns NpoTus cn
eLnann3MpoBaHHbIX NPOAYKTOB

dakTopbl

Cnpoc

Knacrtepbl

/

Mpumepsbl: kode 13 YraHabl, curapbl U3 JJOMUHUKAHCKOM
Pecnybnuku, kay4yk m3 LLpun-JlaHku

J.E. Austin Associates

Page 19



Hponsgogc"rno RameMnga B. MOHT 01U

3den1us u3
Kawemupa

Macwmaé
npooykma
DKcIopT Kalmemupa

[Kamemnp - coipse
[l O6paGoTannsrit
] Tpsoxa u nonotn

Kawemup - ' O Onexna

ceipbe Hu3skue 3ampamsbi Augppeperyuayus

Kawemup n3 MoHronum - KOHKYpeHTOCNoCco6HbIN NPOAYKT B hOpMe ChipbS,
0[lHaKO OH KOHKYpUpyeT B paBHOM N0 06beMy cerMeHTe pbiHKa, 4To U Kut
au, ABnsAoWMNCcs 6oree KPYnHbIM NPou3BOAUTENEM.

J.E. Austin Associates Page 20



Hlpu-J/lanka: akcnop)quyka U u3zoenuil u3 Kayuyka
s : g
AL ‘

1996
— Y — ey
Kayuyk *Hziesust M3 Kayyyka

WCTOYHMK: HaumoHanbHas cratuctuka Lpun-Jlanka

J.E. Austin Associates Page 21



100% 1

90% -

80% -

70%

60% -

50% A

40% -

30% -

20% A

MCTOYHMK: HaumoHanbHasa ctatuctuka Lpun-Jlanka

Hlpu-/lanka: sIkcnopm uasa no Kamezopuam

10% +—
0% | u

g

i

1987

1988

1989

1990

1991

1992

1993

1994 1995

1996

J.E. Austin Associates

B TEA IN BULK
O TEA PACKET¢
B INSTANT TEA
B TEA BAGS

* 4ail onTom

* COPTHPOBAHHb
qai
*pacTBOPHUMBIA '

*Yail B MaKETHK:

Page 22



RKJIACTEPDI

/ Crparterus,
CTpykTypa u

COI'IepH|VI'~IeCTBO

dakTopbl ‘ cnpoc

* KoHKYpeHTOCnOCO6HbIN U BbICOKOKQUECTBEHHbIA NOCTaBLUNK?

e (OWHAHCOBbLIN CEKTOP?

- busHec ycnyrun?

e CunbHble 6U3HEC accounaummn?

e CwunbHble CBSI3U C UCCNIeA0BaTE/IbCKUMU MHCTUTYTaMKU?

e KauectBO Ananora Mexxay YacTHbIMU M rocylapCTBEHHbIMMU CTP
YKTypamMu

- KauecTtBo opraHusauui, NnpenocraBnsaoLmnx obpasoBartesibHblie
M yyebHble NnporpamMmbl

MpuMepsbl: Kawemup M3 MoHronuu, Koxa, Yam ns Lpu-Jlanka

J.E. Austin Associates Page 23



Hnoycmpuanvnuie knacmepul

Kaacrep - MeT0/1 ¢ NOATBEPKAECHHBIM YCIIEXOM
Kﬂacmep: spynna 63aUMOCE6A3AHHbIX KOMRAHUU U CBA3AHHBIX
C HUMU opzauumuuﬁ, KdK zocydapcmeermbtx, maK u uacmmHal
X, CMPEMANMUXCA K Koukypeumocnocoﬁnocmu

Akapemusn

mlmvcwwﬂ

IR

Tpowssozcrso

Moapepxm
Bawoume
UHRYCTPUV

IMocne Toro, Kak nNocras/1eHbl Yesn M ChoOpMy/IMPOBaHbI CTPpaTermm, HE06xoaMMo
b6o/1€e TecHoe n npsiMoe B3anMogesCTBHE C MPaBHTE/IbCTBOM, aKafgeMNet n gpyr

MMM T04AEPIKHBAIOLYNMU MHAYCTPHUIMU
J.E. Austin Associates Page 24



ydliuve niof
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Hucmpymenm_biwl)_amezuu
N .

[unarHocTuka:
SWOTJ‘P, nT.A.

BHeApPEeHUIo
 [Jencteue A
encrteme B

CTOMMOTG Leno4ku

KoHkypeHTHOEe

noamuvl‘posaHme

Diam Analysis \
Ctpaterus

KOHKYPEHTOCNOCOOHOCT

J.E. Austin Associates Page 26



Y VY

YV V V V

Y10 TaKOE KOHKYPEHTOCITOCOOHOCTH ?

Bectu 3ppeKTUBHBINA TUAIOT

HES®OOEKTMBHO

NHan BAYyaJibHad KOMIMa
HUA

Kanobbl “ognH-Ha-oaAnH"

YnpaBneH4eckn ypose
Hb

““HepHble” CnUCKu
HepocTtoBepHble faHHbIe
YCTYnKu

[MpOTMBOMNONIOXHbIE CTO
POHbl

>

YV VYV V VY

Y

DOPEKTUBHO

NHAaycTpnanbHble KnacTt
epbl

BcecTtopoHHee BuaeHue
Crparterus
[puopuTeThI

[laHHble 1 aHanus

B3anMHaa oTBeTCTBEHH
OCTb

OpHa cTopoHa “cTona”

J.E. Austin Associates Page 27



KomureTs! 110 BOompocamMm KOHKYPEHTOCIIOCOOHOCTH

ITATHb CTPAH 11 IX KATETOPMM KOHKYPEHTOCITOCBHOC
TH 3A ITIOCAEAHUE I'OABI

Crbana
r

CIITA

Competitiveness
Policy Council (CPC)

IIapAaMEHT

.. | 2000 WEF

2001 IMD

AV xlpe;r ACHE

T988 Karegopus

Ka‘rexioppm

Hparasana

National
Competitiveness
Council

IIapAaMEHT

1997 5

Cunramyp

Committee on
Singapore’s
Competitiveness

IIapAaMCHT

1997 2

Tou Konr

SO

I\-Iong 'Kong
Productivity Council
(HKPC)

IIapAaMEHT

1967 8

Maaasua

National Productivity
Council (NPC)

IIapAaMEHT

1966 25

29

*WEF- MupoBoii 3xoHOMu4eckHii popym

*IMD - IHCTMTYT pa3BHTHS MeHeKMeHTa

J.E. Austin Associates
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3aKoHBI KOHKYPEHTOCITOCOOHOCTH Mepdu

e TpyaHOCTb HOMEP OAMH AN KOHKYPEHTOCNOCO6H
oCTu - 0bpa3 MbIC/IEN pyKoBOAUTENS

e [lepexon OT KOMMYHU3MaA - HE 0653aTeNnbHO Yepes
N3BPALLIEHHbIN KanuTasnM3M, YacTHoe NpeanpuHn
MaTenbCTBO M 60s1ee OTKpbITOE COPEBHOBAHME- T
OXe pelleHne Bonpoca

e KOHKYpEeHTOCMOCOOHbIE CTPaHbl = 3KCMOPT TOBAp
OB

HE-KOHKYPEHTOCNOCO6HbIE = 3KCMOPT NOAEN

 [o3uumoHnpyiTe ceba Ha pbiHKE, MHaye 3a Bac
3TO CAENaloT Apyrue

J.E. Austin Associates Page 29



3aKOHBI KOHKYPEHTOCITOCOOHOCTH Mepdu

e [lonoBMHa U3 HOBbIX MHOCTPAHHbIX NHBECTUL,
1% NOCTYNAET OT CyLYeCTBYroLLNX KITMEHTOB

e Ecnn Bbl XoTnTE YyBENUUYNTB IKCNOPT, HE CO3L,
aBalTe KOMUTET MO NPOABMKEHUIO 3KCMOpPTa

e [lonpocnte NpodeccopoB U3 YHUBEPCUTETOB
pa3roBapuBaTb B bU3HECMEeHaMU, a HE TOJbKO
ApYr C ApyroM—pebsram HyxxHa paboral!!

J.E. Austin Associates Page 30



3aKoHBI KOHKYPEHTOCIIOCOOHOCTH Mepdu

[poBepbTe, HA YTO U3 TOrO, YEr0 HE MOXET C
nenaTb KOMMbIOTEP, CNOCO6HbI Balun aetu

[prBneKanTe YacTHbIM CEKTOP AN MOCTPOEH
NSt NHOPaACTPYKTYPbI—ITO AELLEBNE, HAAEXH
ee, sKonornyHee...Ecnn 4yto-nnbo He Tak, y B
ac eCTb, C KOro CrpocuTb

MpenaTcTBue ANt KOHKYPEHTOCNOCOOHOCTN—
MHEHME: “3TO Ubd-TO oWwmnbKa”, a He 4bsa-NMbo
OTBETCTBEHHOCTb

J.E. Austin Associates Page 31



Conepxkanue

1. OnpeaeneHne KOHKYPEHTOCNOCOOHOCTH
- [loyeMy KOHKYpPEHTOCMOCOHOHOCTL?
- YTO Takoe KOHKYPEHTOCMOCOOHOCTL?

2. [Npe3eHTaunst MIHCTPYMEHTOB KOHKYPEHTOCNOCOOHOCTH
- [lpakTnyeckmne npumepbl CO BCEro MMUpa

-

3. MprMeHnMa N KOHKYPEHTOCNOCOOHOCTL B Balwiem per
~ OHE W MHAYCTpUN?

- YMecCTHa /i1 KOHKYpeHTOCrnocobHocTb B Poccnn?

- YMeCTHa M KOHKYPeHTOCnocobHoCTb B Baluel obn
acTn?

- YMEeCTHa 1M KOHKYPEHTOCMOCOOHOCTb B Bawen nHa
yCTpUmn?

J.E. Austin Associates Page 32



Cnacuoo

J.E. Austin Associates Page 33



Building
Competitiveness In
Ukraine

(English)



Building Competitiveness in Ukraine

Presentation by
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AGENDA

Introduction and Objectives

Who will pay you more? — linkages to competitive strategy
Tools for Diagnosing Competitiveness

Implications of The “Global Competitiveness Diamond”
Benchmarking Industry Strategy

Public-Private Dialogue and Role of the Public Sector

An Approach to Building Competitiveness, Expected Results

J. E. Austin Associates



BUILDING THE COMPETITIVENESS OF UKRAINE

THE VISION

e Ukrainian businesses implement strategies
that increasingly enable them to compete
against the best in the world in terms of
differentiated product, quality and service.

- ldentify and sell to discerning customers
who are willing to pay more for service and
quality

e Industry and cluster action supports these
strategies

e The Business Environment encourages
competitive strategy and investment

J. E. Austin Associates




WHY IS COMPETITIVENESS EMERGING
AS THE #1 ISSUE FOR LEADERS?

EU Accession

Globalization

Liberalization

Privatization

WTO/Regional Trade Agreements
Technological Change

Urgent for Transition Economies

J. E. Austin Associates




Implications for Ukraine

» Is It relevant?
» Is there receptivity among leadership?
» Who should be involved?

» Are there “champions’?

J. E. Austin Associates




BUILDING THE COMPETITIVENESS OF UKRAINE

What is Competitiveness?

» Competitiveness can be defined as an economy’s
ability to produce goods and services that meet the test
of international markets while its citizens earn a
standard of living that is both rising and sustainable
over the long run.

(US Competitiveness Council)

»Competitiveness Is defined as the quality of the
environment for investment and for increasing
productivity in a climate of macroeconomic stability
and integration into the international economy.
(IADB, The Business of Growth, 2001)

» Competitiveness can be defined as sustainable

Increases in productivity leading to improved

standards of living for the average person.
(Michael Porter)

J. E. Austin Associates




BUILDING THE COMPETITIVENESS OF UKRAINE

What is Competitiveness?
Competitiveness i1s NOT...

\/
’0

L)

Abundant Natural Resources
Cheap Labor

Cheap Credit to Access
Depreciating the National Currency
Great Location

Better Government “Incentives”
Economic Growth

Positive Trade Balances

\/
’0

L)

’0

’0

S

%
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\/
’0
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’0
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GNP Per Capitain 1998
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BUILDING THE COMPETITIVENESS OF UKRAINE

HONDURAN APPAREL MANUFACTURERS
ASSOCIATION

600

4001 |

200

1989 1994 1995 1996 1997 1998 1999

R R RF R R

Growth 502% 30% 18% 37%  16.7% 18.9%

g In five years

Source: IDS J. E. Austin Associates 9




BUILDING THE COMPETITIVENESS OF UKRAINE

The Tourism Trap

Dependency on Charter
Operators

Struggle to Manage
Image

Failure to Capture High |
Value

Easily Replicable
Strategy

Low Wage Rates Persist

J. E. Austin Associates
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| BUILDING THE COMPETITIVENESS OF UKRAINE

WHAT IS COMPETITIVENESS?

Low cost strategies based on low cost wages provide an
unsustainable competitive advantage

Textile Industry Wages

$25.00

Hourly $20.00 |
Labor

Wage ¢15 00 -

(U.S.9)

$10.00 -
$5.00 -
$0.00 -

O N0 o D0 4

F8 S B @\rge j&d Ry éfyiﬁ 5B
A
Cﬁooé‘o\ GFES T T
SOURCE: Bobbin Magazine 1999 averages,developed countries statistics are from Gherzi Textile Organization 11
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usD

$60,000

WHAT IS COMPETITIVENESS?

Competitiveness is about Productivity

Value Added per Person Employed

BUILDING THE COMPETITIVENESS OF UKRAINE

$50,000 -

$40,000 -
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SOURCE: ILO 1998 and 1997 data

J. E. Austin Associates
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Productivity of Investment

GDI/GDP

Bulgaria
UKRAINE $0-99 Russia

Investment/ Output Ratio

POLAND 91- 99

Ol
-]

Japan

=
-

HUNGARY 81-

Switzerland

UKRAINE 1989

Carada

France

HUNGARY|
HUNGARY 94-95

Singapore
2L China

] Botswana
Thailand

POL AND 98-99 South Korea
Hong Kong

Indonesia

]

POLAND 94- 95

/'. HUNGARY 98-99
S

ri Lanka

USA 2000
N-

£

POLAND 914

Haiti
Sierra Leone
Madagascar

17:1

Rwanda

Nepal

Pakistan
Myanmar
CIrElt! Bangladesh

Chad
Uganda

6:1 (GDI/GDP) / GDP growth

Source: JAA’s updates and analysis, inspired by the Monitor Company



BUILDING THE COMPETITIVENESS OF UKRAINE

HIGH-TECH PRODUCTS DOMINATE EXPORT EXPANSION

(Average annual percentage growth in exports, 1985-98)

Area Homtech — Medium-tech  Lowdech — Resource-nased Primary

manufacturers - manufacturers  manufacturers  manufacturers — Products
World 131 03 0.1 7.0 34
Developing countries (a) 214 14.3 1L 6.0 L3
High-ncome OECDs (o) 11.3 8.5 8.5 1.0 44

a. Includes Eastern Europe and the Commonwealth of Independent States
b. Includes Cyprus, Israel and Malta

Source: Human Development Report 2001

J. E. Austin Associates
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SOME KEY QUESTIONS

What trends are the world’s top performers mastering?
What qualities will the customer pay a premium for?
Market/Distribution Chain?

Final consumer?

Services?

Does the business environment make it easy to do business
and attract investment?

J. E. Austin Associates
16



Strategic
Productivity

Source: The Monitor Company

Good

Poor

rm: Goo‘d Strategy and GoodOpe/r ﬁons

— —_
Productivity C mpetitive Wlnnm\

Frontier

O

Companies
Falling Behind

Poor . . > Good
Operational Productivity
J. E. Austin Associates 17
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THE COMPETITIVENESS DIAMOND
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Source: Michael Porter

J. E. Austin Associates

18



THE COMPETITIVENESS DIAMOND

Businesses and industries are often established
on the basis of available basic factors

Factors

Source: Michael Porter ) )
J. E. Austin Associates
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THE COMPETITIVENESS DIAMOND

Businesses and industries should
be focused on needs of specific
types of customers

Factors Demand

Source: Michael Porter ) )
J. E. Austin Associates
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THE COMPETITIVENESS DIAMOND

Firm Strategy
and
Industry
Structure

Factors « > Demand

Source: Michael Porter i )
J. E. Austin Associates
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THE COMPETITIVENESS DIAMOND

Firm Strategy
and
Industry
Structure

Factors < > Demand

A 4
\ Related and

Supporting
Industries
(Cluster)

Source: Michael Porter i )
J. E. Austin Associates
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BUILDING THE COMPETITIVENESS OF UKRAINE

START WITH DEMAND:
LEARN ABOUT CONSUMERS AND MARKETS

Straisgy, » Direct Contact with sophisticated and
Struciure demanding consumers
& Rivelry

* Size and segmentation of local demand

* Number of independent buyers

» The speed of growth

FECIOfS > |« How fast the home market gets
saturated

* [nternet savvy customers

» Mobile local buyers

* Ability to monitor and respond to trends

Tna Clustar

Examples: Footwear and Fish Exports

J. E. Austin Assoclates 93



BUILDING THE COMPETITIVENESS OF UKRAINE

ALSO IMPROVE PRODUCTION FACTORS

e BASIC
- Climate
- Fertile Land
- Location Proximity
- Availability of basic inputs
- Stable and healthy ecological conditions
- Labor Force

- ADVANCED <
- Knowledge resources
- Access to capital resources
- Infrastructure: availability of ports
- Research capability
- Tele-density
- Management and Technology

Examples: Honduran Textiles, Tourism
J. E. Austin Associates 24



BUILDING THE COMPETITIVENESS OF UKRAINE

& aow
b

THEN IMPROVE STRATEGY

» Company and strategies e Protection

» The quality of sustained commitment « Quality of firm level strategy

» of capital and resources » Reactive vs. Proactive

* Industry cooperation e Hi-end vs. low-end

* The level of domestic rivalry  Price vs. Differentiation

» Possibility of new business formation  Distribution channels

* The nature of dialogue with labor e« E-commerce

* Fairness of local competition « Number of competing firms

» Parastatals and monopolies « Commodities vs. Specialized products
» Leadership characteristics e Use cluster linkages

> Derrizifd

Examples: Sri Lanka Rubber and Tea Industries
J. E. Austin Associates 25



BUILDING THE COMPETITIVENESS OF UKRAINE

Sireitegy,
SirLcilre
& Fivelry
FElCIOfS < T >
= l Darrizrcl

s*Competitive and high quality supplier?

\/ 1 1 -

“sFinancial sector? #Value chain

s*Business services? s*Supply chain

< Strong business associations? “*In-country and external

“*Strong ties with research institutions?
*»Quality of private-public dialogue
*+Quality of education and training providers

Examples: Mongolian Cashmere, Leather, Sri Lanka Tea
J. E. Austin Associates 26



THE INFLUENCE OF CLUSTERS ON COMPETITIVENESS BUILDING

Operational
Effectiveness

e Clusters facilitate
rapid operational
improvement and
extending the
productivity frontier

- rapid dissemination
of best practices

- opportunities for
experimentation with
new activity
configurations and
approaches

Source: Michael Porter

Strategic
Positioning

« Clusters foster strategic
competition instead of
Imitation and price cutting

- OE differences within
clusters are hard to sustain

- proximity discourages
Imitation vs. the pursuit of
different strategies

- clusters can provide a better environment in
which to perceive new needs and segments

- the presence of local suppliers, related firms,
and supporting institutions enables strategic
differences

J. E. Austin Associates
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DEMAND DRIVES CLUSTERS

Clusters are created by the the core industries

Clusters allow the industries respond to demand

J. E. Austin Associates 28



BUILDING THE COMPETITIVENESS OF UKRAINE

Sample cluster: The ketchup cluster in the
Stara Zagora Region (Bulgaria)

\ Packaging .
o I manufacturers ks I

B | -

n ) G

[40)

o \ L o = O
oc » T 5 2 -
S g \ S - M =g
o 9 = S = % A > =
SRR c2 £ S

o8 =z =
—- G L
|_
. Advertising
Agencies

1

Associations: Farmer associations, agribusiness producers’

. . . associations, Chambers of Commerce, packaging industry
Companies for trading in

o . . association, freight forwarders association, transporters
seeds, fertilizations, pesticides

association, eguipment manufacturers association, etc.

J. E. Austin Associates
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BUILDING THE COMPETITIVENESS OF UKRAINE

Strategy (High)
S I R I\/IA + Invest in incremental and other innovation
+ Identify new applications

+ Quality focus — strive for perfection
+ Invest in R&D

+Locate close to customers, to learn and service

Factor Conditions (High)
- Access to finance
+ Human resource strategies
maintain loyalty
+ Skilled staff are available
+ Good R & D

+ Skilled management

Demand (High)
+ Identify quality client base
< > + Aim at sophisticated markets
+ Identify market niches

- Little domestic market

Cluster (Mixed)
+ Forward integration within the group

Government Policy Impact _ ,+ Teaming with users
on Sirma (Mixed) - Little focus on cluster effectiveness
+/- Workforce and education - Forgotten marketing

+/- Business climate
0 Privatization

J. E. Austin Associates
+ Economic Freedom 30




- High quality grown products
available; but high quality
variability;

- Reasonable proximity to
European markets

Relatively high transport costs to
European markets
- Low cost labor
Low productivity
Good basic skills

- Seasonal production/Seasonal

imports
Land ownership in flux

- Basic processing technology is

simple, but out of date
Invested in supplier training
Invested in special equipment
Invested in worker training

BASIC — LOW/MEDIUM
ADVANCED — MEDIUM

URCE IME and JAA

BUILDING THE COMPETITIVENESS OF UKRAINE

Bulgarian Food Processor Diamond

+ High Quality product strategy
+ ldentify high-end wholesalers
+ Invest in producers through contracts, training
+ Invest in equipment, staff training
+ Work with packaging industry
+ Owner’s ability to track/lead market’'s needs
+ Efficiency of scale of operations
HIGH

- Good internal demand, but for

Strategy lower quality
/ - Domestic quality market is limited

f + Large external market for quality,
Factors | ¢ > Demand differentiation
l DOMESTIC — LOW
\ / EXTERNAL — MEDIUM
Cluster

+/- Transport sector is relatively efficient

- Local quality standards are not rigorous

+ EU standards are rigorous.

+/- Producers are capable of high quality.

- Poor quality of local packaging and labeling.

- Relatively low level of development of related industries

+/-  Supply and placement contacts are in short-term stable
with respect to exports, less so for domestic sales

+/- Cluster production improving slowly, links just beginning

LOW J. E. Austin Associates 31



lllustration of country experience on cluster development

Via Major Competitiveness Tools:

e VALUE CHAINS

. MARKET SEGMENTATION

. RELATIVE POSITIONING

. GAP ANALYSIS

. EFFECTIVE PRIVATE-PUBLIC DIALOGUE

STRATEGY == ACTION INITIATIVES=> RESULTS

J. E. Austin Associates
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1. VALUE CHAINS

J. E. Austin Associates
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COLOMBIA CUT FLOWER VALUE CHAIN

Net Revenue Per Rose Stem for Each Component of Value System

180.0
160.0 T 154.2
1400 +
1200 t
US. 1000 +
Cents
80.0
600 T 51.4
14.6 23.4
200 + ' 17.0 T, 25.7
24 6.4
Grower Air Freight Broker Ground Wholesaler Retailer
(Bogota) (Bogota- (Miami) Transport (Boston) (Boston)
Miami) (Miami-
Boston)

J. E. Austin Associates
Source: Interviews in Mexico, Colombia, Miami, Boston, Monitor Analysis 34




BUILDING THE COMPETITIVENESS OF UKRAINE

Dutch Flower Diamond

+ Favorable proximity to European + Heavy domestic rivalry (9,350 cut flower nurseries,
markets 1900 exporters)

+ Low transport costs to European + Technology leaders
markets + Differentiated product strategy

+ Gas relatively inexpensive HIGH

+ High productivity of workers / Strategy \

- Heated greenhouse cultivation + High local demand-- 61% of
essential; government considering Factors Demand families buy flowers at least once
energy levy \ / every 4 months

- Expensive land Cluster + Strong local demand for new

- Fertilizer and pesticide emissions to products
the soil, air, and water meet HIGH

+ Logistics coordinated through auction houses; two largest
auction houses account for 81% of production

+ High proportion of costs incurred by grower offset by
extremely efficient logistics system

+ Research and technology from related sectors, i.e.
vegetables

+ Shared distribution channels with flower bulb and tree
nursery sectors

+ Strong position in breeding and propagation
Information and innovation pass quickly through network
of sectors

increasingly stringent environmental
standards

- High labor costs

- Scarcity of labor

+ Excellent roadway and airport
network

+ Advanced computer networks to
track auction transactions (95% of
production goes through auctions)

+ Extensive advanced training courses
and research; adequate capital to
fund research

+ Many growers have in-house
research facilities

HIGH

HIGH

J. E. Austin Associates 35




2. MARKET SEGMENTATION
AND CUSTOMER PROFILING

J. E. Austin Associates
36



BUILDING THE COMPETITIVENESS OF UKRAINE

Strategic Repositioning: Sri Lanka’s Tea Industry

100% -

90% -

80% -

70% -

60% -

50% -

40%

30%

20%

10%

0%

EXPORT OF SRI LANKAN TEA BY CATEGORY

_-----...l.:

1987 1988 1989 1990 1991 1992 1993 1994 1995 1996

J. E. Austin Associates

H TEAIN BULK
O TEAPACKETS
B INSTANT TEA
B TEABAGS
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BUILDING THE COMPETITIVENESS OF UKRAINE

Customer Profiling: Mongolian Tourism

. . Source:
Tourist Mongolian Tourism Industry _
S ; Monitor Company
egments :
" . Marketing Tools
v II,I
Nature- v, o
! y/ . . .
Adventure | % Channel ',':I'I Familiarization
" s Trips
W Travel "
Sun- W, Agents / R dati
vl 4 ecommendations
Sand \\\\\ v, Nature-Adventure , g ' from others
0 A
\‘;\ py Segment " A
o, & Specialt
Cultural- kY \\\‘\\ ,;If' pTo i y Trade Shows
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Archeological | Thrills /},{I Customer Others
N L
bt

learning and make strategic choices about who to serve and how to reach them
J. E. Austin Associates 38




3. COMPETITIVE
POSITIONING

J. E. Austin Associates
39



BUILDING THE COMPETITIVENESS OF UKRAINE

Opportunity: Understand Competitive Position: Peru’s Fish Industry

Fish and Fishmeal Exports for 1987, 1990, 1993 in $U.S.

Chile ‘93 Japan ‘93

Japan ‘90
Product Japan ‘87
Scope @ Norway ‘90-'93

Chile ‘90
Peru ‘93 |:| Fishmeal exports
[]
. Fish exports
1 | by country
Standard | (<) @ Perd ‘90 ]
) Chile ‘87
Fishmeal |pery ‘87
Low cost Competitive Advantage Differentiation

While Peruvian manufacturers are very competitive within the fishmeal segment,
other producers have increased total fish export volume by migrating toward more
edible fish production = $1 Billion in Total Fish Exports

SOURCES: UNITED NATIONS TRADE STATISTICS; NATIONAL MARINE FISHERIES SERVICE;
MANEDSSTATITIKK OVER UTENRIKSHANDELEN; MONITOR ANALYSIS J E Austln ASSOClateS
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BUILDING THE COMPETITIVENESS OF UKRAINE

Understand Competitive Position and Choose
Where to Compete: Mongolia’s Cashmere

Cashmere and Cashmere Garment Exports

Cashmere ltal
garments
China

Scotland
Product @
Scope

Cashmere exports
|:| Raw cashmere

q . Washed/Dehaired
biomg |:| Yarn and cloth
Raw ] Garment

Cashmere Afghanistan

Low cost Competitive Advantage Differentiation

Mongolian cashmere is a competitive product in its raw form, but Mongolia
competes in the same mass market segment as China, a bigger producer

J. E. Austin Associates 41



What is Ukraine’s Competitive Position?

uct
ope

Low cost Competitive Advantage Differentiation

J. E. Austin Associates 42



4. GAP_ ANALYSIS

J. E. Austin Associates
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BUILDING THE COMPETITIVENESS OF UKRAINE

Sri Lanka’s Tea Industry — Gap Analysis

WORLD LEADERS

HIGH HIGH
QUALITY QUALITY
PACKAGING TEA (rarely

local)

FINAL
PRODUCT/
SERVICE
PACKAGE

IMAGE AND
BRANDING

SRI LAN

ACTIONS TO
IMPROVE
PACKAGING

FINAL

SPECIALTY
SHOWS
PACKAGING
AND
LABELLING

J. E. Austin Associates

PRODUCT/
SERVICE
PACKAGE

KA

Laws changed
to enable
blending-

Production

standards-

HIGH QUALITY
DISTRIBUTION

44



5. STRATEGIC
REPOSITIONING

J. E. Austin Associates
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BUILDING THE COMPETITIVENESS OF UKRAINE

SEE River Frelght Transporter Diamond

+ Strategy of client differentiation

Specialized and high quality service strategy
Understand market context of shipments
Build network of customer contacts
Reinvest in business

Invest in staff training, equipment

Sought strategic outside investors

Strong regional rivalry/poor domestic rivalry

+ 4+ + + + +

/- Skills available, but need improvement

L iabl HIGH - Variable demand

§1o° gssets_ are avajlable + Prospects for increased demand
Invest in maintaining equipment + Large mass-volume market
Invest in market information / Strategy \ + Significant specialized market
e blpckages . + Market willing to pay more for
Competing transport modes are high cost

L special services
Few sources of domestic finance Factors Demand + Regional nature of market — extends

Low cost labor to Western Europe

BASIC — MEDIUM ™~ / DOMESTIC — LOW

+/- Regional licensing restrictions

- Dependencies on inefficient adjacent services

+/- Reasonably good software and communications support
+ Careful to meet all EU standards

+/- Availability of maintenance and repair facilities

+/- Sources of fairly good skills and training

+/- Few institutional linkages

46
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Strategic Repositioning: Sri Lanka Rubber

Exports of Sri Lanka Rubber Products

(Source: Sri Lanka National Statistics)

Rubber

Products e

SN /

S T

T~ // i Natural

/’/ Rubber

. obe B Rubber products ||

J. E. Austin Associates
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Benchmarking

J. E. Austin Associates 48



Benchmarking Introduction

Many countries have instituted policies and
developed a favorable operational environment that
encourages ceramic industry development without

creating dependency

e Global Value Indicators
- Country level
— Industry level
— Cost Build-up

J. E. Austin Associates
49



BUILDING THE COMPETITIVENESS OF UKRAINE

Global Benchmarks — Country Level: Ceramics Industry

While the quantitative analysis gives the best measure of the gap between
current levels and global benchmarks, the environment and policies of
other countries can illustrate valuable qualitative benchmarks as well

COUNTRY

OPERATIONAL ENVIRON

POLICIES

United States

= Associations work to influence
legislation

= Among high tech ceramics
manufacturers and research universities,
there is a vibrant culture of

= Department of Energy funds research and
development on ceramics specifically in
the Energy and Water Appropriations bill

» Government funds research into
materials sciences at the tertiary level

Italy

= Flexible labor environment

= Creation of Industrial Districts for small
scale enterprises

= Division of production process among
many SMEs

» Cluster concentration of firms, human
resources and training institutions.

= Associations act as intermediary with
local and national administrations to
promote firm needs.

= Policies largely implemented at the
regional or local level where small
businesses have the most power --
seldom at the national level.

= No coherent policy among various
industrial districts.

Source: The Competitiveness Initiative (TCI) research and analysis

J. E. Austin Associates
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BUILDING THE COMPETITIVENESS OF UKRAINE

Global Benchmarks — Country Level: Ceramics Industry

COUNTRY OPERATIONAL ENVIRON POLICIES

Malaysia

= Training institutions customize their
training curriculum and program to meet
industry demand by offering courses in
quality control, materials development
and preparation, materials
characterization and evaluation,
decoration and glazing technique,
instrumentations and computer aided-
design and manufacturing operations

= High quality training programs for
ceramics engineering

= Industries have access to facilities that
allow processing and converting natural
resources to high-value raw materials

= Policies on environmental, health and
safety issues that industry must comply
with

= Support for the expansion, diversification
and modernization (through technology
upgrade) of the traditional ceramics
producers that tend to be SMEs

= incentive programs that enable the
industry to move to high value-added
products by technology acquisition,
R&D, plant modernization and human
resource development

= Strengthening public and private sector
capacity in R&D and commercialization
of prototypes

= Promoting R&D in leading edge
technologies and design

= Establishment of a specialized R&D
institute for ceramics and advanced

Source: The Competitiveness Initiative (TCI) research and analysis

J. E. Austin Associates
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BUILDING THE COMPETITIVENESS OF UKRAINE

Global Benchmarks — Country Level: Ceramics Industry

Top performers in the global ceramics industry use some of
the following methods to enhance their business practices:

« Use of periodic kilns for fast firing sanitaryware,;
 Tie-ups with technology providers;

 Using piped gas as a supply to reduce energy costs;
 Maintain a critical level of raw material inventory;

« Ability to offer the latest designs and varieties;

« Demand forecasting, production planning, inventory
management and logistics management critical to keep
Inventory costs low;

e 1SO 9000 and 14000 certification;
« E-commerce initiatives to gain wider market access

Source: The Competitiveness Initiative (TCI) research and analysis

J. E. Austin Associates
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BUILDING THE COMPETITIVENESS OF UKRAINE

Global Benchmarks — Country Level: Ceramics Industry

We have identified two top-performing firms in the industry worldwide
and have performed a more detailed benchmarking analysis on each

AMERICAN STANDARD
» Leading producer of bathroom and kitchen fixtures and fittings

« Company performance initiatives have led to improved
performance and reduced costs.

MIKASA, INC.
 Upscale product line
» Diversified sources of supply

 Recognized as a marketing, distribution and retail operation
(rather than manufacturing)

Source: The Competitiveness Initiative (TCI) research and analysis
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BUILDING THE COMPETITIVENESS OF UKRAINE

Global Benchmarks — Country Level: Ceramics Industry
American Standard Value Chain Analysis

S
\

Administrative and Management Functions

(includes strategy function, process innovation and technology improvement)

Research &

/ProcuremeyProduction/Distribution
N

Development

Sales &
Marketing

Customer
Service
A

it

» Majority of
R&D spent
outside of
plumbing
products
segment.

e Initiative to
decrease no. of
vendors and
improve
supplier
logistics

e Just in time
supply delivery
schedules

¢ Sigma Six initiative

launched to
improve
manufacturing
processes.

* Demand flow

initiated to
streamline
production and
improve quality
control.

* Shift of

manufacturing to
lower-cost facilities

« Efficient and
flexible
distribution
system.

* Programs to
expand presence
in high-quality
showrooms
featuring higher
end products

» Growing retail
home center
industry market
channel boost
sales

* Industry-leading
order-to-order
delivery cycle
times.

* Technological
leadership &
product
innovation for
changing
customer needs

Source: The Competitiveness Initiative (TCI) research and analysis

J. E. Austin Associates
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BUILDING THE COMPETITIVENESS OF UKRAINE

Global Benchmarks — Country Level: Ceramics Industry
Mikasa value chain analysis

\

Administrative and Management Functions

(includes strategy function, process innovation and technology improvement)

Research & /Procurement /Production Distribution Sales & Customer
Development Marketing Service
/\ /\ /\

i

* A significant
amount of
research focuses
on product design

e Some short-term
contractual
arrangements with
many suppliers
expiring after 1
year.

* Products
manufactured by
companies with
long-term
relationship (>30
yrs) with the
Company.

 Production
contracted out to
geographically
diverse group of
manufacturers.

* >90% of products
manufactured
outside U.S.

* Rigid quality
control program

» Mainly through its
Company owned
and operated retail
store network.

* Internationally,
sold through
authorized
distributors.

 Large inventory
base due to broad
product line and
need to service
retail accounts

¢ Design products to

meet customer
preference

e Company product

development team
travels extensively to
Europe, Asia and
major fashion/design
shows around the
world

« Utilization of retail

store network to test
new products

« Offers products on a

limited time basis

* MIS designed to
serve customer
service needs.

Source: The Competitiveness Initiative (TCI) research and analysis

J. E. Austin Associates
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Global Benchmarks — Country Level: Ceramics Industry

The cost build-up for a typical best practice
company in the ceramics industry
Cost Build-up/Value Chain O Widdle . wargn 100%
Subsidy/ —3pp 5%
Customer _axes

Service ?% |
5%

Distribution

Marketing[ 304 |
2%

R&D
5%

G&A
Overhead—55

Labor [ 27% |
20%

Materials
36%

Operating Outbound
Costs Price

Source: The Competitiveness Initiative (TCI) research and analysis
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BUILDING THE COMPETITIVENESS OF UKRAINE

Sri Lanka Value Indicators — Industry Level: Ceramics Industry

While value chain analysis is generally applied at the company level, going

through the exercise using an indicative national ceramics producer is instructive

Administrative and Management Functions
(includes strategy function, process innovation and technology improvement)

Research &
Development

Procureme7Productior/Distribution

Sales &
Marketing

Customer
Service

AN AN

* Very small
percentage spent
on R&D

* Low levels of
joint support

* Low levels of
public support

* Lack of access
to existing lab

» 20-50% is
outsourced.

» World class
quality of raw
materials

e Individual
procurement.

* Inconsistent
quality of
material

 Quasi monopoly
on raw material

« Although not
cutting edge,
high level of
tech.

* Low labor costs

 Low capacity

 High quality
output

* Buying offices
in other
countries

e Lack of
financing for
cost and risk of
distribution

* Diversification
of of
distribution
channels lacking

* Lack of
marketing in the
end users
territories.

* Lack of
exposure in
regional
publications

o Little direct
contact with the
end customer

Source: The Competitiveness Initiative (TCI) research and analysis

J. E. Austin Associates
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BUILDING THE COMPETITIVENESS OF UKRAINE

Strategizing the Gap / \

J. E. Austin Associates 58



The Strateqy Diamond

Targetlng Global Standards

=1,
World Market Demand

Firm Strategy,

Floor

Industry
Structure &

“1SO” or Market Standards Ceilings

_Related and

Supporting

Rivalry -

Ceiling

~ LowiCost,
. Low Value.-
“.Trap.

Developing (f().untry Supply

J. E. Austin Associates

— Industry
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Analysis reveals

Firm

Strategy.-".

Industry

Structure '&.

Rivalry

| The Strateqy Diamond

Benchmarklng Gap Analysis

<" ~t‘cv«»
latform

What values are added
at the top of the
diamond and how can
a developing country
position itself to work
at the top of the
diamond?

“Related and

< Industry

§;}pporting

Suﬁioly

J. E. Austin Associates
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BUILDING THE COMPETITIVENESS OF UKRAINE

What is Competitiveness?
THE NEW COMPETITIVENESS PARADIGM

Political, Legal, and Macroeconomic Context

Sophistication Quality of the
of Company Microeconomic
Operations and Business
Strategy Environment

Microeconomic Foundations

Source: Michael Porter, 1998
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MACROECONOMIC PLATFORM:

e Monetary Policy: Low Inflation

e Fiscal Policy: Controlled Budget Deficits
e Trade: Low Tariffs

e Foreign Exchange Good Convertibility

But...private investment response is not automatic!!!

J. E. Austin Associates

62



BUILDING THE COMPETITIVENESS OF UKRAINE

Micro Economic Environment

Privatization
Banking Reform
Rule of Law

Commercial Law/Judicial
Recourse/Arbitration

Anti-Corruption
Trade/Investment Promotion
Small Business Facilitation
Civil Service Reform
Education Reforms
Workforce Development

J. E. Austin Associates

Industrial Parks, FTZs, EPZs
IT-Knowledge Parks

Labor Laws and Mediation
Infrastructure PP1/PPP/BOT
Standards Bureaus

Telecom, IT and E-commerce
Intellectual Property Rights

Sector-Specific Initiatives
— Agriculture
- Industry
- Tourism, etc.

63



PUBLIC—PRIVATE PARTNERSHIP ON COMPETITIVENESS BUILDING

PUBLIC-PRIVATE
PARTNERSHIP
+ better company strategy (micro)
+strong industry leadership (meso)
+government reforms (macro)
+and leadership with effective dialog

PRIVATE
SECTOR

NATIONAL
COMPETITIVENESS
BUILDING

MACROECONOMIC, POLITICAL, AND LEGAL FOUNDATION

MICROECONOMIC FOUNDATIONS

CLUSTER DEVELOPMENT AND UPGRADING

J. E. Austin Associates 64



) N /L] ) - I\ ¢ ) A
S U \/ \/ \ : ‘ \
R | dERt2NS | | N
o £

Pursuing Effective Dialogue
INEFFECTIVE

e Individual Company
e Ad-hoc Complaints
e Operational Level

e Laundry Lists

e Anecdotal Evidence
e Concessions

e Opposite Sides

J. E. Austin Associates
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BUILDING THE COMPETITIVENESS OF UKRAINE

Pursuing Effective Dialogue
INEFFECTIVE EFFECTIVE

e |Individual Company e Industry Clusters

 Ad-hoc Complaints « Comprehensive Vision
e Operational Level < Strategy

e Laundry Lists e Priorities
e Anecdotal Evidence « Data and Analysis
e Concessions e Co-Responsibility

e Opposite Sides e Same Side of Table

J. E. Austin Associates 66




BUILDING THE COMPETITIVENESS OF UKRAINE
COMPETITIVENESS FLOWCHART

SUSTAINABLE
IMPROVEMENT IN
STANDARD OF LIVING

PRODUCTIVITY ECONOMIC
GROWTH GROWTH

Through Through
unemployment employment growth

PUBLIC: PRIVATE:

¢+ Education s Plant
s*Training < Equipment
s Infrastructure s*Training

% Services ¢ Services
*R&D *R&D

Source: Adapted from Howard Rosen, Former Executive Director of US
Competitiveness Council and Consultant to J. E. Austin Associates
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BUILDING THE COMPETITIVENESS OF UKRAINE

SETTING NATIONAL GOALS

In order to dramatically increase Ukrainian GDP per
capita to $***** and achieve full employment

“* Achieve GDP growth of 6-10 percent annually
¢ Increase national investment to 30 percent of GDP

¢ Increase FDI to 5-10 percent of GDP

Source: Adapted from Howard Rosen, Former Executive
Director of US Competitiveness Council and Consultant to J. E.
Austin Associates 68



Why Emphasize Competitiveness Councils?

s*Business cannot do it alone; Public sector cannot do it alone
sOther vital partners

<Common vision; not fragmented approaches

ss*National strategy

“*Leadership and champions; not just the traditional organizations
s*Transparent monitoring and evaluation

*Non-partisan, impartial

s+Can be replicated at regional levels

J. E. Austin Associates
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Elements of a Competitiveness Council Approach

ssLeadership Map

»Competitiveness Benchmarking

 Inform Ukrainians about competitiveness

*» Industry strategy

s»Setting national objectives

**National accords

< Implementation by business, government, educators

J. E. Austin Associates
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BUILDING THE COMPETITIVENESS OF UKRAINE

Typical Tasks of the Competitiveness Councll

sPrimary national institution for economic policy dialogue
ssStrategic recommendations for promoting competitiveness
s Advise/monitor actions to improve business environment
s+Assess Ukraine’s economic growth and competitiveness
*Annual Competitiveness Report
Annual Competitiveness Challenge Report

ss*Support programs to enhance competitiveness
(cont’d)

J. E. Austin Associates
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BUILDING THE COMPETITIVENESS OF UKRAINE

Typical Tasks of the Competitiveness Councll

(cont’d)

*Promote productivity and quality excellence
**Deepen cooperation
ss*Support critical improvements in education and training
“*Provide guidance for legislative and policy framework
*Encourage strategy re competitive and productive FDI
*Encourage investment in R&D, technology, innovation
s*Help to institutionalise public - private dialogue

and transparency

J. E. Austin Associates
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WHAT HAVE COMPETITIVENESS COUNCILS ACHIEVED?

>

Impact on Policy Reform

Tone of the Debate

Setting the Right Objective (Change in Focus)
Prioritization

Implementation

YV YV YV V V

Mobilization of Support for Change

Impact on Private Sector Productivity

>  Entrepreneurship and Business Formation

»  Cooperation Among Industry Clusters

»  Strategies of Existing Corporations (Governance)

>  Mobilization of Investment

>  Reduction of Administrative Barriers

»  Micro-Macro Linkages

(cont’d)
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WHAT HAVE COMPETITIVENESS COUNCILS ACHIEVED? (cont’d)

» Impact on Business-Government Dialogue
. Effective Versus Ineffective Dialogue
. Building Trust and Social Capital
» Impact on Mindsets and Attitudes of People
. Productivity
- Flexibility
. Cooperation
. Emigration
. Savings
. Entrepreneurship
. Role Models
. Popular Culture

J. E. Austin Associates 74
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Implications for Ukraine:

» Is It relevant to Ukraine?

> |Is there receptivity among leadership?

» Who should be involved?

» Which industry clusters?

» Are there specific cases of “champions”?
» What are the next steps?

J. E. Austin Associates
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BUILDING THE COMPETITIVENESS OFUKRAINE

Competitiveness Projects’ Websites

o Southeast Asia: www.seaslia-strategy.com
Sri Lanka: www.competitiveness.lk
Bulgaria: www.competitiveness.bg
Mongolia: www.tcimongolia.org

J. E. Austin Associates 76



THANK YOU

J. E. Austin Associates
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CTBOpPIOBAHHSA KOHKYPEHTHO3AaTHOCTI
B YKpalHI
lNpe3eHTayin

MapTtiHa Beb66epa ta hxaHa TIOTIOHYM
J.E. Austin Associates

KoHTakTyBaTK [>kaHa TIOTIOHYM,
2101 npocnekT YincoHa, C'toiT 1100, ApniHrToH, VA 22201
www.jeaustin.com
ctutuncu@jeaustin.com
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CTBOpPIOBAHHA KOHKYPEHTHO3AATHOCTI YKpaiHu

nporpama

BBeaeHHA Ta 0O6roBopeHHs uineun

XTO 3annaTtuTb OinNbLwe? — NoeaHaHHSA 3i cTpaTericto
KOHKYpeHUil

IHCTPYMEeHTU AiarHOCTUKU KOHKYPEHTHO3A4aTHOCTI
Po3ymiHHA “ [liamaHTy rno6anbHOI KOHKYPEHTHO3AaTHOCTI”
BunpobyBanbHa CtpaTteria 3ycunb

depxaBHO-NpuBaTHUM Aianor Ta posib AepPXaBHOro CEKTopy

Migxip oo cTBOpeHHA KOHKYypeHLUil. O4ikyBaHi pe3ynbTaTu

J. E. Austin Associates



CTBOpPIOBAHHSA KOHKYPEHTHO3AATHOCTI YKpaiHH

3azaibHe 0aueHHA

e YKpaIHCbKI KOMMNaHIl BIPOBaA)XYHOTb CTpaTerii,
LLIO A03BOJISAIOTb KOHKYPYBaTHU 3 HAaUKpaLLMMH
B CBiTi B paMkax andepeHuinoBaHOIi NnpoayKuii,
SIKOCTI Ta piBHA 06CnyropyBaHHA.
- Bni3HaTK Ta npoaaTM TUM CNOXXUBa4vaMm, Lo

3rogHi nnatuTym 6inbLie 3a 06cnyropyBaHHS
Ta SAKICTb

e 3rpynoBaHi 3ycwuisa niATPUMYIOTb Ui cTpaTeril

 bi3Hec cepenoBuLle pO3BUBAE CTpaTerito
KOHKYpeHLUIi Ta iHBeCTyBaHHSA

J. E. Austin Associates



CTBOPIOBAHHSA KOHKYPEHTHO3IATHOCTI YKpPaiHH

QoMY JIVIA JIJIEPIB KOHKYPEHIIIA
BUHHUKAE AK IIPOBJIEMA Nel?

Bctyn po €C

Fno6anizauis

Jlibepanizayis

NMpuBaTu3ayis

BOT/PerioHanbHi Toprosi Yroau
TexXHONOoriyHi 3MiHU

HeobXxiaHICTb ANnsa nepexigoHUX
€KOHOMIK

J. E. Austin Associates




CTBOPIOBAHHA KOHKYPEHTHO3IATHOCTI YKpaiHH
Hacaiaku ajst YKpainu

» Yun ye cyTTEBO”?
> YUn € yyramBicrp cepen nipepcrea”?
» XT0 Ma€ 6yTu 3any4yeHMM?

> YU € “4yeMnioHn”’?

J. E. Austin Associates




CTBOPIOBAHHA KOHKYPEHTHO3AATHOCTI YKpaiHH

Illo make KonKypeHnuia”?

» KonkypeHuiss Moxke OyTH BU3HAYEHA SIK MOKJIHUBICTH
€KOHOMIKHM BHUPOOJISAITH TOBAPHU TA MOCJIYIH, AKi BUNIPOOYIOTHCH
HA Mi’)KHAPOJHUX PUHKAX, TOAI AK PiBEHb KUTTS IPOMAIASH
NMOKPAIIYETHCH i 3AJTMIIACTHCA CTA0LILHUM HA NMPOTHA3i
TpuBaJjoro nepioay.(Paoa 3 Kouxypenuii CIIIA)

» KoHkypeHis — e siKicTh cepeI0BHINA HA iHBeCTyBaHHﬂ Ta
3pocTardy NPOAYKTHBHICTH B YMOBAX MaKPOeKOHOMi4HOI
cTa0lJILHOCTI Ta iHTerpanii B Mi2KHaApOJAHY eKOHOMIKY.
(Mixcamepuxancokuit bank Pozeumky, biznec 3pocmanns, 2001)

» KonkypeHuiss Moxke O0yTH BU3HA4Y€eHA SIK MOCTiliHe 3pOCTAHHS B
NPOAYKTUBHOCTI, IO Be/e 10 NOKPAIICHHS CePeAHLOI0 PiBHH
KUTTSH TPOMA/ISH.

(Maiixkn Ilopmep)

J. E. Austin Associates




CTBOPIOBAHHA KOHKYPEHTHO3AATHOCTI YKpaiHH

[I]o maxe xouxypenyisa?
Konkypenuis HE e...

%Y

®

baraTti npupoaHi pecypcu

HdeweBa poboua cuna

[deweBun gocryn

3HeliHeHHS HallOHaJ/1bHOI BaJ1lOTH
YyanoBe po3TallyBaHHA

Kpauwil aep)xaBHI “CTumMynun’”
EKOHOMIYHE 3PpOCTaHHSA

NMo3uTuBHI TOprosi 6anaHcu
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| CTBOpPIOBAHHA KOHKYPEHTHO3AATHOCTI Y KpaiHH

['ongypacchka acoraiis Jerkoi IpoOMHUCIOBOCTI

HauioHanbHa gopatkoBa BapTicTh (B MinbuoHax of CLUAY)
541,1

600
400

200

1989 1994 1995 1996 1997 1998 1999

R RA R RF R R

3poctanns 502% 30% 18% 37%  16.7% 18.9%

g Yepes n’ amo pokie

J. E. Austin Associates 8

oxcepeno. |1DS



Bionowennsa 3anexcnocmi io npupoonux pecypcie 0o BBII na
CEePEeoHIo NI0OUHY

BBI1 Ha cepegHio ocoby B 1998
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J. E. Austin Associates
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CTBOpPIOBAHHA KOHKYPEHTHO3AATHOCTI Y KpaiHH

Typucmuunuu Kankau

3aJIe)XXHICTb Bif
YyapTepHuUX nepesBi3HUKIB

bopoTbba 3a CTBOpPEHHSNA
IMIAKY

HeBaada 3axonutu
HauBULLY LiHHICTDb

Jlerko NnOBTOpPOBaHa
cTpaTeris

CTiuKuK piBeHb HU3bKOI
3apo6iTHOI NNaTHI

J. E. Austin Associates
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CTBOpPIOBAHHA KOHKYPEHTHO31ATHOCTI Y KpaiHH

Illo maxe konkypenuin?
Crparerisa HU3bKMX IiH, [0 32CHOBAHA HA CTpAaTeril

HU3bKOI 3aPIJIATHI, He 3a0e3Mme4y€ NOCTIMHY KOHKYPEHTHY
nepeBary

PieeHb 3apnnamHi 8 mekcmusbHil iHOycmpir

$25,00
$20,00 -
Hourly
Labor $15,00 -
Wage
(U.S.9) $10.00 -
$5,00 -
$0,00 -
& A C@ (\ S 2
GF S @@ & & EE (%@ @a@(‘ff
o)d§ OQ v@@)@ N

SOURCE: Bobbin Magazine 1999 averages,developed countries statistics are from Gherzi Textile Organization
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CTBOpPIOBAHHA KOHKYPEHTHO31ATHOCTI Y KpaiHH

IIlo make konkypenuina?
KoHKypeHLis IK NPOAYKTUBHICTH

JopaTtkoBa BapTiCTb Ha KOXHOro ﬂpaLl,iBHMKa

$60 000
$50 000 -
$40 000 -
5 $30000 -
(&)
$20 000 -
$10 000 -
$0 -
» A A R A o
\,Q;:)\\s,@{‘ 6’0 \\zQ@ f&t} S & \\"Z\,b 2\&& Q}oio\ez\\q’% \)@%(\\\Q;@’;&’L\e%o%@&\
66 L N V‘\ SN & WK & Q@ ¥ VN
(\ \2\0 0 \4 @)
\) SOURCE: ILO 1998 and 1997 data
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CTBOpPIOBAHHA KOHKYPEHTHO3AATHOCTI Y KpaiHH

BHCOKOTEXHOJIOTYHA MPOAYKIIA JOMIHY€ HAl €KCIIOPTHUM
PO3IIUPECHHAM

(Cepennbopiunuii 3pict ekcnoprty, 1985-98)

C(epa BucokorexHon. - CepeaHbOTeXHOs HU3bKOTEXH.  BUPODHMKM 3ame- CItpoBHHa
BUpODHMKI  BUODHMKM  BMPODHMKM  XHi B pecypCiB

Cair 131 0,3 0.1 7,0 34

Kpalki, LL0 o3BiBaI0TCA (4] 214 14,3 17 6,0 13

Bucoxwit foxia OECDs (b) 113 89 8,0 7,0 44

a. Bknrouae kpaiHm CxigHoi €sponu Tta CniBapyXHicTb HezanexxHux [lep)xas
b. Bknroyae Kinp, I3painb Ta ManbTy

Zbxepeno: 3BiT npo /1ro4Cbkui po3BuTok , 2001

J. E. Austin Associates
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[MpoAYyKTUBHICTb iHBECTULIIN

Insecmuyiil 6uxio npooykmy

Cinramyp
Kwurait
) borceana
Taiganng
[TiBnenna Kopest
Amonis IMoabma 91- 99 IHoabma 98-99
: I o T'ouk-Konr
Bosarapisa . .
Vkpaina 90{99  Pocisa — HJIOHE31s1
-p4-< i 0
' [[IBeiinapis Yxpaita 1989 IMoabma 94- 95
~ /“
St Yropuuna 98-99
r‘ .
Yropunmna 814 o : gnada IIpi-JTanka
pafiii CILIA 2000
Yropuuna 94-99
Yropuuna 94-95
[
IMoapma 91- 93
Hemnan
ITaxicran
) PBanna Msumap
T"aiTii
i Xana
Ciepa Jleone Basrnazer
Manarackap Yar
VYrauga




CTBOPIOBAHHA KOHKYPEHTHO3IATHOCTI YKpaiHH

Inoexc Hezanexcnoi @ynoauii Exonomiunozo Cnaoky
00pani Kpainu

Source: 1999 Index of Economic Freedom, The Heritage Foundation, 1999. J. E. Austin Associates
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CTBOpPIOBAHHA KOHKYPEHTHO3AATHOCTI Y KpaiHH

Jlesaki Kouo6i numaHHs

Slki HanNpsAIMKX onaHyBaHHSA 3aCTOCOBYIOTb HAaMBULLUi CBITOBI
BUPOOGHUKN?

3a AKi caMe AKOCTi CNoXXMBa4 34aTHUU OOAATKOBO
3armiaTuTn?

PuHok/JlaHuror aucrpmbyuii ?
KiHLeBuM cnoXxuBau?
NMocnyrn?

Un nerwe pobutn 6i3Hec B 6i3HeC cepenoBmLUi i UM 3anydaEe
BOHO iHBeCTUUIi?

J. E. Austin Associates
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CTBOpPIOBAHHA KOHKYPEHTHO3AATHOCTI Y KpaiHH

KoMnaHisi: npaBuJIbHA cTpaTerii Ta yCHilIHA TIAJbHICTD

p— e— e—— — c—
—— =
—_—

BUCOKa T ——
MexXa epemMOoXLi KOHKY \HTIB

NPOAYKTUBHOCTI

cTparerivyHa
NPOAYKTUBHICTb

p)xepeno: KoMnaHisa” Monitor”

KoMnaHii
no3sa Mexemr

HU3bKa

>
HU3bkKa BUCOka

onepauinHa NPOAYKTUBHICTb
J. E. Austin Associates 17




CTBOpPIOBAHHS KOHKYPEHTHO3AATHOCTI Y KpaiHu

JliaMaHT KOHKYPEHTHO3IaTHOCTI

/ ‘
_ |
\L

orcepeno: Mauvkn Ilopme
Horcepen PPy E. Austin Associates

18



JliaMaHT KOHKYPEHTHO3aATHOCTI

KomMnaHil Ta iHAyCcTpil YacTille BCbOro BCTaHOBJIIOIOTbCH,
6a3yrouncb Ha HassBHUX 6a30Bux paKkTopax.

¢dakTopm

> Mauikn I
Howeepeno: Matiic Hopmep J. E. Austin Associates
19



JiaMaHT KOHKYPEHTHO3AATHOCTI

KomMnaHii Ta iHaycTpil MaroTb 6yTHn
cokycoBaHi Ha noTpebax KOHKPETHUX
CNOXXMBauiB.

dakTopu nonut

orcepeno: Mauvkn Ilopme
Horcepen PPy E. Austin Associates
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JliaMaHT KOHKYPEHTHO3aTHOCTI

CTpaTteria KoMmnaHii
Ta

CTPYKTypa iHaycTpii

¢dakTopm < > nonut

orcepeno: Mauvkn Ilopme
Horcepen PPy E. Austin Associates

21



CTBOpPIOBAHHA KOHKYPEHTHO3AATHOCTI Y KpaiHH

JliaMaHT KOHKYPEHTHO3ATHOCTI

P

CrpaTteria KoMnaHii
Ta
CTPYKTypa ranya3i

dakTopu < > nonut

\ v
NMoB’'AA3aHi Ta

nigTpumyroui
ranys3i
(knacTep)

orcepeno:. Maurn [lopme
Horcepen PMP) E. Austin Associates
22



CTBOpPIOBAHHA KOHKYPEHTHO3IATHOCTI YKpaiHU

Houunarwuu 3 nonumy '
OIBHAUCA NPO CROMCUBAYIE MA PUHKU

I [MpaMMIn KOHTAKT 3 BXXe 0Bi3HaHUM Ta
Crozrarizl, NoTPebYUYMM CNoXnBaYeMm

CTOYiLrY Ozl Tl

HORHYISERINA

* Poamip Ta cermeHTauis MicLueBoro nonuTty
* KinbKiCTb He3aneXxHux rnokyrnLuis
e LLBngkictb 3pocTty

* AK LWBNOKO BHYTPILLHIN PUHOK CTaE
LYzl O] —  Hacu4YeHUM

* Cnoxusaui, WO KOPUCTYOTbCS IHTEpHETOM
* Pyxnusi micueBi nokynui

3AibHICTb 3HANTK Ta 3pearyBaTu Ha
KIC e, FOSTIOBHI HaNpPAMKU

Npuknagu: EKkcnopTt B3yTTA Ta pndun

J. E. Austin Associates
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CTBOpPIOBAHHA KOHKYPEHTHO3IATHOCTI YKpaiHU

Takoxx nokpauwlyume ¢ghakmopu rnpooyKuyii

* bazosi
- Knimat
- Poatoya 3emns
- BAM3LKICTE po3TalllyBaHHs Crozrrarizl,
- HasBHicTb 6a30BuX pe3epsis GrOYiCrY Ozl T

H£orlity 2] L)

- MocTivHI Ta 340pOBiI EKONOTIYHI YMOBM
- Poboua cuna

« [1pOCYHYyTI
- basa 3HaHb
- [ocTyn Ao BnacHuUx oHAiB
- IHpacTpyKTypa:HasABHICTb NMOpPTY
- MOXIMBICTb AOCNIAXKYBaTH
- TenewinbHICTb
- MeHemKMEHT Ta TEXHOOrII

< > rloriyrr

/

WlElorE o

NMpuknaau : FoHAYPaACCbKUKN TEKCTUIIb, TYPU3M
J. E. Austin Associates 24



CTBOpPIOBAHHA KOHKYPEHTHO3IATHOCTI YKpaiHU

Hokpawyume cmpameziro

 KomnaHis i cTpareril e 3axucT
* [locTinHe AOTPMMaHHA AKOCTI KaniTany Ta « AkicTb cTpaTerii koMnaHii
pecypciB

* Pearyroumi 4m nonepemxyro4ummn?

* BUCOKMM pe3ysibTaT Y1 HU3bKUN?

e LliHa yn gudpepeHuiayin?

« KaHanu guctpubyuir

» Komepuisn

¢ KinbKicTb KOHKYpPYHOUYUX KOMNaHin

» ToBapu 4u cneuianizoBaHa npoaykKuis

» [any3eBa cniBnpaus

* PiBeHb BHYTPILIHbLOI KOHKYpPEeHLii

* MoxnuBicTb ¢popMyBaHHS HOBOro GisHecy
* Mpupoaa pgianory 3 TpyAo0BUMU pecypcamMmum
* YecHicTb MicLueBOi KOHKYypeHUil

* MoHononii

 JlinpepcbkKi pucu

COZLCr O O Yl < T > roryrr

@ ~E1

NMpuknagu: lymoBa Ta yanHa rany3i Lpi-JlaHku
J. E. Austin Associates 25




CTBOpPIOBAHHA KOHKYPEHTHO3IATHOCTI YKpaiHU

Crozrrarizl,
ST OV O T
HORY O8I

COZLCT OO >

T1OTIYr

*KOHKYPEHTHMM YN 3 BUCOKOIO SKICTHO
NoCTa4vasibHUK ?

<*®iHaHCOBUI CEKTOP?

. 00 g
< Bi3Hec nocnyru? : ﬁaHLHOI' SIKOCTI
< JlaHutor nonuty

*+*CunnbHi bi3Hec acouiauii? S o Lo
**BHYTPILLHIN Ta 30BHILLHIN

**»TICHI B3aEMUHU 3 AOCNIAHULBKUMU
3aKJj1agammn?

“*SKICTb Aep>XaBHO-NPUBATHOro dianory?
**SKICTb OCBITHIX Ta TPEHIHFOBMX YCTAHOB?

Mpuknaa: MOHro/sibCbKUM KawleMmip, wkipa, yau Lpi-J1aHki
J. E. Austin Associates 26




| CTBOpPIOBAHHS KOHKYPEHTHO3AATHOCTI Y KpaiHu

Brnsivn rpyn Ha CTBOPHOBaHHSA KOHKYPEHTHO3AATHOCTI

CrpaTeriuHe
no3uLlilOBaHHSA

OnepauiitHa
e eKTUBHICTb

- KJ1aCTepyu CTUMYJIIOIOTb
CTpaTeriyHy KOHKYpeHLiro
3aMicTb iMiTaulii Ta ypi3aHHA WiH

e KJ1acTepm
AonoMararoTb
NOKPALUTU RiANBHICTb
Ta NiABULLUTH
NPOAYKTUBHICTb

- BigMIHHOCTI Ba)Xka
niATPUMMYBaTHU B KNacTepm

- wBnake - CXOXKICTb NnepeLKomKaE
PO3CilOBaHHSA KpaLiux iMiTauiro uM nepecnignyBaHHsA
NpaKkTUK Pi3HUX cTpaTeriu.

- KNnactepm MOXXYTb CTBOPHOBAaTH Kpami cepeaoBumila, B AKUX

- MOXXJIMBOCTI focBiay -
€ HOBI NOTpPebu Ta cerMeHTH

3 HOBUMM
KOHdirypauismm Ta -- MPUCYTHICTb MiCLUEeBMUX NOoCTavasibHMKIB, NOB’SA3aHi KOMNaHIii
HanpsiMkaMu Ta niaTpuMytodi 3aknaam the presence of local suppliers,

related firms, and supporting institutions CTUMyJ/IlOl0Tb
cTpaTeriyHi BigAMIHHOCTI
J. E. Austin Associates

Source: Michael Porter
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Kiracrepu, 110 CTBOPIOOTH IOIUAT

KiacTtepu cTBOPHOIOTHCA OCHOBHUMM I'aj1y3siMU.
Kuacrepu 103B0JIAI0OTH IHAYCTPisIM
BIANOBIIaTH Kpalle HA MONMT.

J. E. Austin Associates 28



depmepu
BUPOOHUKH
IOM1JI0P
BupoOHuku
KOHIIEHTPATIB
BupoOHukH keTuymny

i

| CTBOpPIOBAHHA KOHKYPEHTHO3AATHOCTI Y KpaiHH

Hpuxiaan rpynu:. Kiacrep koMnaHid 3 BUPOOHUIITBA
keTtuyny B M. Ctapa 3aropa (boJarapis)

o
BupoOnuku S
YIIaKOBKHU E I
9
[aa)
O
o,
2
v D o vt
A =
o,
)
=
Q
e
<
b Q I
Peximamai o
areHTCTBA

Kowmmasii, 1110 npoaaroTh
HAC1HHS, MECTULIUIU, TOOPUBO

Acoriarii: ¢gepmMepchKi acoriarii, arpo BUpOOHUYI acoriarii ,
Toprogi nanaru, acoriaiii MaKyBaJbHUX Tary3eu ,

Acomiarii mepeBi3HUKIB, TPAHCIIOPTHI acoriaii,

acomianii BApOOHMKIB 00JIaHAHHS, 1 T. 1.

J. E. Austin Associates
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CTBOpPIOBAHHA KOHKYPEHTHO3IATHOCTI YKpaiHU

Crtparteria (Bucoka)
S I R I\/IA + iHBecTUUil B 3pocTatloydi iHHoBauil

+ Bn3Ha4yeHHs1 HOBUX KOMMOHEHTIB
+ ®OKyC Ha AKOCTi-O00pOTUCA 3a A OCKOHANICTb
+ I[HBecTyBaHHA B AOCNIAXEHHS Ta PO3BUTOK
+Po3milweHHAa nobnn3y Ao cnoXxueavdis,
o6 BMBYaTH Ta o6CryroByBaTu

*CTtaH BUpo6bHnUYnx chakropis (Bucokmmn) A “MoTpe6y (Bucoki)

=l "_:_‘_o q"HaHFOB"X ¢hakTopis + BU3HaunTU AIKicHy 6a3y KIi€HTIiB
+CTparteril ynpasniHHa ntoACLKUMHU + HamaraTtucsa 6yt Ha BXxe 06i3HaHuX
pecypcamu Aona nigTPUMKU NOASNIbHOCTI PUHKaX

+ HasiBHicTb KBaniikoBaHUX KagpiB + BU3HAUYUTH PUHKOBI MULLIK

+ [obpi AOCTINKEHHA Ta PO3BHTOK - ManeHbLKU BHYTPILUHIN PUHOK

+ [locBig4YeHNN MeHeo)XMEeHT v

*['pyna (3miwaHa)
+ MporpecuBHa iHTerpauisa B Mexax rpynu
Brnue nepxasHoi noniTuku + bytn OAHi€lo KOMaHAolo 3 kopuctysavamm |
Ha Cipmy (3milwana) - ManeHbKuM akueHT Ha rpynoBin e¢eKTuBHOCHK
+/- Poboya cuna Ta ocBiTa - 3abyTun puHOK
+/- Bi3Hec knimar

0 Mpusarusauis J. E. Austin Associates
+ EkoHomiyHa cBOGOAA 30




CTBOpPIOBAHHA KOHKYPEHTHO3AATHOCTI Y KpaiHH

/- HasaBHicTb pocTty

MCOKOSKICHOrO NpoayKTy, ane

I3HOrO;

/- Po3ymMHa CX0oXiCTb X

BPOMNENCLKMMN PUHKaMU
HoBosii BUCOKI TPaHCMNOPTHI

OLUTK, LWOO gictaTmcsa

BPOMENCLKNX PUHKIB

/- Hn3bko onnadvysaHa poboya

una

Hu3bka NpoayKTUBHICTb

Xopoui 6a30Bi HaBUYKK

/- Ce3oHHa npoaykKuia/Ce30HHNI

Bi3 npoayKuil

/- BasoBa onepauinHa cuctema

pocTa B 3aCTOCyBaHHi, ane

actapa

IHBECTYBaTV B TPEHIHIM

OCTayaHHs

IHBecTyBaTK B cneuianbHe

BnagHaHHst

IHBecTyBaTV B pO3BUTOK

epcoHany

BasoBi — Husbki/CepegHi

MpocyHyTi — CepeaHi

epeno: IME ta JAA

OdiamMaHT Xap4yoBol npoMucnoBocTi bonrapii

+ Ctpareris Bucokoi AkocTi npoaykTy

+ BusHaumMtn npodecioHanbHNX ONTOBUKIB

+ |[HBECTYyBaTN B KOHTPAKTW Ta TPEHIHIM BUPOOHUKIB

+ |[HBecTyBaT B 06nagHaHHS Ta TpeHyBaHHA
nepcoHany

+ [NpautoBati 3 BUPOBHUKaMM YNaKOBOK

+ 3AibHiCTb BNacHMKa ynpaBndatn notpebamm Ha puUHKY
+ EdpekTvBHMI MacwiTab onepauin

Bucoka - [o6pun BHYTPILLHIN NONWUT, ane H13b
Crparteris SKICTb
/ \ - AKICTb BHYTPILLHBOrO PUHKY obmMexet
+ Benunkun 30BHILWHIN PUHOK 3
dakTopn | f > Monut AndepeHUinoBaHOK AKICTHO
l BHyTpiwHin — HU3bknn
\ / 30BHilWHIN — cepenHin
pyna

TpaHCNOpPTHUI CEKTOP AOCTAaTHLO 4OOPO PO3BUHEHNI
MicueBi cTangapTh IKOCTi HE JOCKOHani

Cranpgaptn €C peTernbHi.

BupobHMKM MOXYTb BUPOBNATKY sIKiCHILLE.

Hu3sbka sKiCTb MicLEeBUX BUPOOHUKIB YNAKOBOK.

[loBoni HN3bKNIN PIBEHb PO3BUTKY CXOXNUX ranysen
KoHTakTn 3 noctadanbHUKaMn KOPOTKOTEPMIHOBI
[Mpoaykuia rpyn nokpawyeTbCcsa Ay>Ke MoBifIbHO, KOHTAKTU

TifIbKM MOYMHAKOTLCA.

Husbki

J. E. Austin Associates 31



Inrocmpauyisi po3eumeky Kracmepy e 0oceiod4yeHil KpaiHi

BUKOPUCTATHU roNIOBHI IHCTPYMEHTH
KOHKYPEHTHO3AaTHOCTI:

e JIAHUHOI UIHHOCTEMN
e CEFMEHTAUIS PUHKY
e CXOXE MO3ULIOHYBAHHSA

e AHAJI3 TENEPIWHbLOIO TA NOTEHUIAJIbHOIO
CTAHY

- E®EKTUBHWM AIANOI AEP)XABU 3 MPUBATHUM
CEKTOPOM

CTPATEIIA => NEPLUII AII—> PE3VJIbTATU

J. E. Austin Associates
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1. TOETANMHUW NAHUIOT

J. E. Austin Associates
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Januroz emanie xomnanii “CUT FLOWER” (Ko1iym6isn)

YucTn npubyTOK Ha OAHY TPOSHAY Ha KOXXHOMY eTani

180,0
160,0 + 154.2
140,0 +
120,0 +

C.LU. 100,0 +
LeHTH

80,0

60,0

102.8

40,0 -
14.6 17.0

20’0 _ ||

0,0 _- ! 2.4 ! . |. I | I

cagoBon noBiTpsHa  Bpokep Ha3eMHMW ONTOBUKN  PO3HIiYHiI

(boroTta) npeBi3ka (Miami)  TpaHcnopt (BocToH) TOproBui
(boroTta- Masmi- (BocToH)
Masmi) BocToH)

J. E. Austin Associates
Source: Interviews in Mexico, Colombia, Miami, Boston, Monitor Analysis 34




CTBOpPIOBAHHA KOHKYPEHTHO3AATHOCTI Y KpaiHH

Jliamanm 2oanaH0CbKOl K8IMKU

+ Cnpusatnuea OnNmn3bKiCTb 4O
€BpPONENCLKNX PUHKIB

+ [lNomipHa BapTiCTb TpaHCNOPTYBaAHHSA
Ha €BpONEenNChbKi PUHKK

+ BigHocHO Hegoporui ras

+ Bucoka npoayKTUBHICTb npadi

- Tennu4yHe BNPOLLYBaHHSA POCINH;

360pu 32 BUKOPUCTAHHA eHepril

[opora 3emns

CTpori BUMOr1 O BUKOPUCTAHHSA

nectmumais Ta ygobptosadis

[opora poboya cuna

HepoctaTHicTb poboyoi cunm

+ Po3BuHyTa cuctema 3asnisHM4HOro
Ta MOBITPSHOrO TPAHCNOPTY

+ Po03BWHYTI KOMN'IOTEPHI Mepexi ansa
NpoBeAeHHS ayKUiOHHUX Npoaaxis
(95% npopaeTbcs Yepes cuctemy
aYKLIOHIB)

+ BcecTOpoHHI gocnigpKeHHs Ta
TPEHIHIN; HAasiBHICTb AOCTaTHBLOIO
driHaHCyBaHHSA OOCHIOKEeHb Ta
TPEHIHriB

+ BinblwicTb cagoBoaiB Mae BnacHe
yCcTaTKyBaHHS

BUCOKUN

JKepeno: komnaHia “Monitor”

+ 3HauvHa micueBa koHKypeHLUia (9,350 poscagHukis,
1900 ekcnopTepiB)

+ TexHonoriyHi nigepwn

+ [dudepeHuinosaHa ctpaTteris

: BUCOKUM
/ Crpareris V\
+ 3Ha4yHUM MmicueBui nonut-- 61%
dakTopu MonuT cimMen KynnsaTb KBiTH
\ /v LLIOHanMeHLWwe pa3 y 4 micsui
Minnpuemewp + BMCOKMIA NONUT Ha HOBMI NPOAYKT

BUCOKUMN

+ MarepianbHo-TexHiYHe 3abe3neyvyeHHs1 KOOPANHYETLCA
yepes CUCTEMY ayKLIOHIB; Yepe3 ABa HanbinbLi ayKLUioHM
npoxoamtb 81% npoaykuil

+ 3HayHa YacTuHa 3aTpaT cafoBOAIB KOMNEHCYETbCA
e(PeKTMBHOK CUCTEMOK MaTepianbHO-TEXHIYHOIO
3abe3neyeHHs

+ [JocnigXeHHsA Ta TEXHONOriI CYMDKHUX CEKTOPIB,
Hanpvknag, oBoui

+ CninbHa cMcTtemMa po3noBCIOIXEHHS KBITIB Ta AepeB

+ CunbHi NO3uULIT Y PO3MHOXEHHI Ta PO3NOBCIOAXKEHHI

+ LBuake nowmpeHHa iHopmauii Ta iHHoBaL,in

BUCOKNM

J. E. Austin Associates 35



2. CEFMEHTALIA PUHKY TA
NMPOPINALIA CMTOXUBAYIB

J. E. Austin Associates
36



CTBOPIOBAHHA KOHKYPEHTHO3IATHOCTI YKpaiHH

3miHa cTparerii : YanHa rany3sb LWpi-J1aHki

KaTeropis ekcnoprty 4YamHoi rany3i LW pi-J1aHki

100%

90% -

80%

70% -

0% 1 Il TEA IN BULK
cone | i [0 TEA PACKETS

Hl INSTANT TEA
40% 4 — Il TEA BAGS

30% — -

20% —+— —

10% +— III
O%J--...l | [

1987 1988 1989 1990 1991 1992 1993 1994 1995 1996

J. E. Austin Associates
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CTBOpPIOBAHHA KOHKYPEHTHO3AATHOCTI Y KpaiHH

° ° PY -
Hpodiasuisa cnoxxkuBavis. Typusm MoHrosil
Dxepeno:
Typucmuyni Typucru4yna rajayssb Komnais Monitor
ceaMeHmMu
n . MapkemuHzoei 3aco6L
v d
Mpurogm Ha | ™, ¥
npupogai W Kananu s i
h p Moi3gku
W n . A O3HaNOMJIEHHSA
C N TypUCTUYHI s
- \} /
OHLe- MICOoKT . y, areHTcTBa | L
0, CeameHm, \ 4 Pdkomenaauii Big iHLLpX
\‘;\ Y Jlrodu npuzod ' o
. Wy / . :
Kyn :TypHO-ICTOpM‘IHI}‘l‘ﬂ\\\\ /},,’Il (o)pl:a:l3ia; lNokas I'IO,EI,OpO)KII B
" ‘ . .
nensax ‘\\\‘ " eHepriiHi y pu TYp BY3bKOMY KO
‘\\\ i\ o -
\‘\ g //I [lll Ju—
\, \‘\\‘ Ay === || [lpama nowrTa
‘\‘\ \‘\ /{' ,;’ .
o, Y ,;,' Cxoxi rpynu
\ 4
MicTMKa \‘\;\ \\&‘ BlomkeT '/',I{I Y Peknama 8 CMI
|\ \! ’ II
oty A 4 ;
n gy dinbMU/KHnrmn
i 4 IZ/
W / 9
. \‘\\ XBunioroug ¥ Mpsamui e
apxeornoris \“‘\“ St /}/ cnoxusayi
[\ I;IIIII
MpodintoBaHHA Nia-cerMeHTIB [onomarae KoMnaHii BUBYUTU COXMBaya i 3poOouTKU cTpaTerivyHi pilleHHA
LOAO0 TOro, Ha KOro came Oopi€eHTyBaTUCA Ta Koro obcnyrosyBaTu
J. E. Austin Associates
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3. 1OSUUIOHYBAHHA

KOHKYPEHLII

J. E. Austin Associates
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CTBOpPIOBAHHA KOHKYPEHTHO3AATHOCTI YKpaiHH
MOK/IHBOCTI: Po3yminna konkypenmnoi no3uuii: Puona zanyse Ilepy

Pnba ta pnb6o npogyktu:.ekcnopt Ha 1987, 1990, 1993

w; noHis ‘93
Ano
Mex @ﬂnouin‘S?

IemieHa pu6ah

Hopgeris ‘90-'93

Yini‘90
Mepy ‘93 |:| EkcnopT npoaykTjs
|:| 3 pubHoI
@ @ . EkcnopT pubwu kpaiHm
CmaHdap & @"epy‘% Yini'87 |
Pu6oxapyoe  nepy's7
2any

Toai sk BUpoOHUKU lNMepy € AOBOMiI KOHKYPEHTHOCNPOMOXHi B rany3i pubo npoaykTiB,
IHWIi BUPOOHUKM 30iNbLUMMIKM 3aranbHUN 06’€EM eKCNopTy pMomn WNAXoM BUPOOY GinbLu

icTiBHOI pMbo NpoAyKui. = $1 MinbapA Big 3aranbHOro pubHOro ekcnopTy

[xepena : Ctatuctuka 3 Toprieni Cnony4yenux LWTaTiB, HauioHansHa Cnyx6a OxopoHu Mopsi; MANEDSSTATITIKK OVER UTENRIKSHANDELEN;

J. E. Austin Associates 40



Kawemipoeuu
o0sie

Moxxnueocmi
8UPO6HUKie

CupaeuHHUlU
Kawemip

CTBOpPIOBAHHA KOHKYPEHTHO3AATHOCTI YKpaiHH

3po3ymimu KOHKypeHmHY no3uuio ma oopamu
oe came 3mazamucsa. MonzonbcoKuil Kauiemip

ExkcnopT Kawemipy Ta KawemipoBoro oasiry

©

Afghanistan

Mong

Kutan

=

Scotland

EkcnopT kawemipy
Kaluemip B
. CVMPOBMHHOMY BUIIISA
I:I MepepobneHnin
TkaHuHa

Ogar

Hu3bka eapmicb KoHKkypeHmHa nepesaza

~

HAudopeperuyiauis

MOHronbCbKMM Kawwemip KOHKYPeHTHOCNPOMOXHUM NPOAYKT B CUPOBUHHOMY CTaHi , ane MoHronis
KOHKYPY€E Ha TUX LifIbOBUX MAaCOBUX CErMeHTax PUHKY Wo i Kutan, Akum € 6inbwmm BUPOOGHUKOM

J. E. Austin Associates
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Aka € konkypenmna no3uuia Ykpainu®?

JKJTUSOC
mi
obHUKa

Hu3bka eapmicmb  KoHKypeHmHa nepeegaza AudpepeHuiauyis

J. E. Austin Associates 42



4. AHani3 BigMiHHOCTEN

J. E. Austin Associates
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CTBOpPIOBAHHA KOHKYPEHTHO3AATHOCTI YKpaiHH

Yaiina canysze Illpi-/lanku — Ananiz eiominnocmei

CeiToBI niaepu

BucokosikicH
UM Yam
(piako

MicLeBUN)

BucokosikicHe

NnakKyBaHHSA

KiHueBu#
npoaykt/
Cepsic
naKyBaHHSA

IMigxk Ta
6peHAiHr

LLipi-JlaHka

3MiHa 3aKOHIB
it ansa npo
NOKpaLleHHA KOMMOHEHTH-
nakyBaHHS CraHpaptu
BUPOBHMKIB-
V] i =14

KiHueBu#
npoaykt/
Cepsic
naKyBaHHSA

Mokas :
roToBoi BucokosikicHa
YNaKOBKH AncTpmbyuis

J. E. Austin Associates
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5. CtpaTeriyHa 3MiHa
no3vuitOBaHHS

J. E. Austin Associates
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MOBYJIOBA KOHKYPEHTO3JATHOCTI YKPATHU
|

mpykmypa oiamanmy komnanii ““SEE River Freight Transporter”

+ Crtpateria gudepeHuiauii KNieHTiB

+ BucokosikicHa Ta edpeKkTBHa cTpaTeris HagaHHA nocnyr
YcBigomMTe 3MICT MOPCbKUX NepeBe3eHb 3 TOYKU 30pY MapKETUHTY
+ ByaynTe cMCTeMy KOHTaKTYBaHHS i3 KIlieHTamu

PeinBecTtynTe B Bi3Hec

IHBECTYITE Yy TPEHIHIM NepcoHany Ta obnagHaHHA
+ UWykanTte cTpaTeriyHnx 30BHILLHIX IHBECTOpIB

EL?Tyx(Ha perioHanbHi KOHKYpeHUisi/HE3HaYHa BHYTPILLHA KOHKYpPEeHLia
- 3MiHHMI nonuT

—+

A +
+/- HasiBHi 3HaHHS, WO NOTpebyoTh NOKpaLleH

+ i i - . .

c el aKThen BUCOKUMN + MoXnuBOCTi ANs NiABULLEHHS NONUTY
+ InBecTyiTe B obnagHaHHs + Benukwi, 0B'eMHMIi PUHOK
+ |HBECTy/iTe B MapKeTUHIOBI AOCHIIKEHHS cTpareris \ + 3Ha4yHUK cneuianisoBaHUn PUHOK
| BHOKyBaHH.ﬂ pIHOK + PuHOK, rotoBui nnatutu BinbLue 3a
+ KoHKypytoui BUAM TpaHCNOPTYBaHHS KOLITYOTb A0POr0 0coGnMBI nocyrit
- HepocrtaTHe BHYTpILLHE (biHAHCYBaHHS bakTopm MOMUT | + PerioHanbHa Npupona puHKy —  Bik
+ [leweBa poboya cmna

npocTtaraeTbcsa 4o 3axigHol €sponu

ba3a —cepenHiv piserb \ / BHYTPILIHIN— HU3bKUN

Cy4acHun — cepeaHii/Bucokui rpyna 30BHILLHIN — cepeaHiit/BUCOKNI

+/- PerioHanbHi TpyaHOLWi NiLeH3yBaHHSA

- 3anexHiCcTb Big CYMDKHUX HEEDEKTUBHMX NOCIyr

+/- [JocTaTHbO [0Ope nporpamHe 3abe3neyeHHs Ta niaTpumMka obmiHy JaHMK
+ OO6epexHicTb y cTaBneHHi o ctaHgapTie €C

+/- HasBHicTb 3aco6iB Ans NOTOYHOro Ta KaniTarbHOro PEMOHTY

+/- [Jobpa 6a3a 3HaHb Ta TPEHIHrIB

+/- HeaHauHi iIHCTUTYLiHI 3B’A3KN

OURCE IME and JAA 5 N 46
HU3bKun/cepeaoHin
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CTBOpPIOBAHHA KOHKYPEHTHO3AATHOCTI YKpaiHU

CrpaTeriyHa 3MmiHa no3uuitoBaHHA: N'yMoBa
rany3b LUpi-JlaHkK

ExkcnopT rymMmoBoOi npoAaykKLuii LLpi-JlaHkn
(Source: Sri L k. stics)

anka National Stati

N'ymoBa

nponykui}

|
J. E. Austin Associates
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[NopiBHANBHMW aHaNi3

J. E. Austin Associates
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octi Yipainy

| ! | ‘;i‘«}ql >
Beeoennsa ¢ Illopienanvnuit ananis

bazamo kpain ecmanoeuniu maky nojimuKy i maxe
OizHec cepedosuuie, w0 RIOULMOBXYE PO3BUMOK

Kepamiunoi 2any3i , He CMmeopIoIUU HIAKY
3Q1EHCHICD.

e 3arasbHi MOKa3HUKMN Ha NEBHUX eTanax
- PiBeHb KpalHu
— PiBeHb ranyasi
— CTBOptOBAHHA BApPTOCTI

J. E. Austin Associates
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CTBOpPIOBAHHA KOHKYPEHTHO3AATHOCTI YKpaiHU

I'nooansnuu nooin — pieenv kpainu. Kepamiuna zanyso
B moit uac, ak KinbKicHUil aHa1i3 6UHAYAE PO3DIHCHOCHIT MIXHC
0ePIHCACHUMU PIBHAMU MA 2]100ANBHUM NOOINIOM, cepedosule ma
ROJIIMUKA THWMUX KPATH MAKOXC MOXHce L1Iocmpysamu nooil Ha PieeHb

Kpainu.
KPAIHA

TAKTUKA

OlNEPAL,. CEPEAQOBULLE

= JIJ1s1 BIUIMBY HA 3aKOHOJIABCTBO
CTBOPIOIOTHCS CIElialIbHI acoriiarii

» JlemapraMeHT eHepreTHKHU (iHAHCYE
JOCIIIKEHHS Ta PO3BUTOK KepaMiqHOI

CLUA » Mi>k BUPOOHHKAMHU KEPaMiKH Ta MIPOMHCIIOBOCTI
JOCIIITHULIBKUMU YHIBEPCUTETAMHU, ICHYE | ® Y sl OpraHi3oBYy€e TOCITIIKEHHS
KyJbTypa EHepriiHO1 criBIpalli CHUPOBUHU Ha PiBHI HAJAHHS MOCITYT
* 'Hyukui pHHOK Tpari * [ToniTrka mepeBaXxHO 3aCTOCOBYETHCS Ha
= CTBOpEHHS 1HYCTpIaJbHUX PAliOHIB [IJIsl | PETiOHAIBHOMY PiBHI, J€ MaJluii Oi3HeC
MaJIuX MiIIPUEMCTB Ma€ HalOUIbII MOTYKHOCTI — PIAKO Ha
* Po3mnoin npoiiecy BUPOOHUIITBA MIXK HalllOHAJILHOMY PiBHI1
OaraThbMa acoriamnisiMu * Hemae moromxeHoi MOIITUKA MIXK
ITANIA

» 3rypTyBaHHS MiMPUEMCTB, JIFOACHKUAX
pecypciB Ta TPEHIHTOB1 IHCTUTYIIIH.

= Acorianii npeacTaBiIstoTh IHTEpeCcU
HiJIPUEMCTB Y MICIIEBUX Ta
HAI[IOHAJIbHUX aMIHICTpaLisiX.

PI3HUMU 1HAYCTPiaIbBHUMU palioHAMHU

[bxepeno: gocnigpxeHHs iHcTutyty TCI

J. E. Austin Associates
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CTBOpPIOBAHHA KOHKYPEHTHO3AATHOCTI YKpaiHU

I'nobanvnuit poznooin — pigenv kpainu:. Kepamiuna 2any3o

KPAIHA ONEALINHE CEPELOBMWLLE TAKTUKA

Manaunsisa

* TpeHIHroB1 KOMIIaHIi 3yCTp14atOTh
noTpedu raiyseid, 60 MPONOHYIOTh
TPEHIHTOB1 MPOTPaMH 3 KOHTPOJIIO
SIKOCTI, MIOKPALIEHHsI MaTepiaabHOro
3a0e3IeueHHs Ta OIIHIOBAHH,
JEKOPYBaHHS, KOMII IOTEPHOTO AU3alHy

Ta MEHEKMEHTY BUPOOHUYHX OTIEPAIliil.

» BUCOKOSIKICHI TPEHIHTH IS
IHKUHIPUHTAa KEPAMIYHOI raimy3i.

* ["ay31 MaroTh JJOCTYII 1O BUPOOHUYMX
(GbOoH/IIB, IO TO3BOISIOTH IEPEPOOKY
IPUPOIHUX PECYPCIB HA BUCOKOSIKICHY
CUPOBHHY.

HanpsiMmok koMnaHii Ha OXOPOHY
cepe10BHUINA TA 3[I0POB™ 1.

HiaTpuMka AJ1s1 po3MIUPEHHS,
auBepcudikanii Ta MmoaepHizauii cyuyacHoi
KepaMiyHoi rajys3i ( IJIXOM NMOHOBJIEHHS
TEXHOJIOTii)

MoTuBauiiiHi nporpamMu, o NpUMyIIyTh
KOMIIAHIl PpyXaTHCh Yy HANPSMOK MPOAYKUii 3
BHCOKOIO /10IaTKOBOI0 BAPTiCTIO HIJISIXOM
NpuAOAHHS HOBHMX TEXHOJIOTiH, HAYKOBO-
AOCJTITHMIbKOI MO/IepHi3auii, pO3BUTKY
KaJpiB.

IMocujieHHs MOKJIMBOCTEH 1ePKABHOTO Ta
NMPUBATHOT0 CEKTOPY B HAYKOBO-
AOCJIAHUIBKIH TiIbHOCTI Ta KOMepuii
IIpocyBaHHsI HAYKOBO-TeXHIYHiN AiJIbLHOCTI
B c(epi BeAy4nX TEXHOJIOTIH Ta qu3aiiHy
BcraHoB/IIOBaHHS cnielniasii3oBaHOr o
IHCTUTYTY 3 HAyKOBO-10CTi/THUIBKOI
AISITILHOCTI VISl KepaMivyHOl rajaysi ta
NMPOCYHYTOI KepaMiKu.

[bxepeno: gocnigpkeHHs iHctutyty TCI

J. E. Austin Associates
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CTBOpPIOBAHHA KOHKYPEHTHO3AATHOCTI YKpaiHU

I'nobansnuu nooin — pieenv kpainu. Kepamiuna zanyso
Ilpogioni npeocmasnuxku 2no0anbHoi Kepamiunoi iHOycmpii

BUKOPUCHOBYIOMb MAKL MEmOOU 600CKOHAICHHA DI3Hec-

RPAKMUKU .

 BuKopuctaHHA Ni4YOK nepioguYHOI Ail ANsa WBUAKICHOro
obnanrBaHHA caHiTapHoOro ¢asHcy,

e 3B'AA3KM i3 nocTavyaribHUKaAMU TEXHOJIOTIU:

* [MocTayaHHA rasy Tpybamm Aonsa CKOPOYEHHSA UiH Ha
eHeproHocir;

e [liaTPpMMaHHA KPUTUYHOIO pPiBHA 3ab6e3ne4eHOCTIi CUPOBUHOIO;
« BMiHHA 3anponoHyBaTuU HaMHOBILI PO3POOKN Ta MOXITUBOCTI;

 BumaraHHA NporHo3yBaHHS, BAPOOHMNYOro nrnaHyBaHHA,
yrnpaBniHHA MaTepianbHO-TeXHIYHUM 3abe3neYeHHAM AnA
CTPMMyBaHHSA WiH HA MaTepianbHO-TeXHIYHI 3anacwu,

o Ceptudikauia ISO 9000 Ta 14000;
 E-Komepuisa onsa wupLioro 40CTyny Ha PUHKU

[xepeno: pocnigxeHHs iHcTutyTy TCI

J. E. Austin Associates
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CTBOpPIOBAHHA KOHKYPEHTHO3AATHOCTI YKpaiHU

I'nooanvnuit poznooin — pieensv kpainu:. Kepamiuna 2any3o

Mu eusguiu 060x HauKpauwiux nPeoCmMAasHUKIE 8 CIMOEILI IHOYCMmPIT
ma 3poounu 0inb 0emanbHul anaiz Ppo3nooLly no KOHCHOMY.

AMEPUKAHCBHKUA CTAHOAPT

e [lpoBiaHi BUpOOHMKM 0BnagHaHHA ON9 BaHHUX KiMHAT Ta
IaaneHb.

* [|HiLiaTUBHA AiANbHICTb KOMNAHII Beae Ao 3ararbHOro
NOKpaLleHHA onepauiv Ta 00 3HUXKEHHS 3aTpar.

KomMmnaHisa “Mikasa, Inc.”
* BwucokoskicHa BUpobHM4a crieuianisauis
e Pi3Hi mxepena 3abe3neyeHHs

 BBaxaeTbCss MapKeTUHroBOK KOMMAHIE — ANCTPUD'IOTOPOM
po3apibHOI TopriBsi BinbLU, HXX KOMNaHIE-BUPOOHNKOM
Ihxepeno: pocnimkeHHs Ta aHanis iHcTutyTy TCl (6inbl AeTanbHO NPo AXKeperno B OCTaHHLOMY criangi )
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CTBOpPIOBAHHA KOHKYPEHTHO3AATHOCTI YKpaiHU

I'nobansvnuii noodin — pieenv Kpainu. Kepamiuna zanyso
Ananiz emannozo 1anuro2a 32i0H0 AMEPUKAHCHKUX CHIAHOAPNIE

AJAMiHICTpaTHBHI Ta opradizaniiHi GpyHkumii
(BKiTIOYA€E cTpaTerivyHe IJIaHyBaHHs, IHHOBAIII] Ta TEXHOJIOTTYHE BJIOCKOHAJICHHS)

\

OCJIi’KeHH S OCTAYaHHA HPOOHUIITBO /P 03M0OBCIOIKE
& Po3BuTOK HHSA
/\

Jy:k0a 1mo

IIponax & o@ciryropyBan
MapkeTHHT /HIO KJII€HTIB

A\

AN

AN

i

it

e bugpmicTe
HayKOBO-
JOCIIITHAX
pooiIT
IIPOBOJIUTHCS
11032 IOTOYHOO
ctheporo
3aCTOCYBaHHS
TOBapYy.

e [HimiaTuBa
30LIBIITATH
KIJIBKICTh
MIPOJIABIiB Ta
MTOKPaITUTH
IoCTayaHHS

* Buacne
IMOCTAYaHHS
TOBApIB.

* IIporpama Sigma
Six ms
ITOKPACHHS
BHPOOHUIITBA.

* MoaepHi3zaitis
BUPOOHMIITBA Ta
[TOKPAIICHHS
KOHTPOJTIO SIKOCTI.

* [lepexin
BHPOOHUIITBA Ha

SHUXCHHA BUTPAT.

* EpexTnBHA Ta
THy4YKa cucreMa
PO3MOBCIOKEH
HSl.

* [IpencraBieHns
IPOAYKTY Yy
MOMYJIIPHUX
BHCTaBKOBHUX
3anax

* 3pocraroya
Mepeka pUHKY
po3apiOHOT
TOPTiBIII

* Po3BuHYTI
LAKJIA
IMOCTa4aHHS.

* TexHonoriuHe
JTiAMpYBaHHA Ta
IHHOBAI[IS
MPOIYKTY
BIJIOBITHO 10
BUMOT TTOKYTIIIIB

Ibxepeno: pocnigkenHst iHcTutyTy TCI

J. E. Austin Associates
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CTBOpPIOBAHHA KOHKYPEHTHO3AATHOCTI YKpaiHU

I'nobanvruit noodin — Pieensv kpainu.

Ananiz nanuroza emanie komnanii “‘“Mikasa”

Kepamiune eup-6o

AMiHiCTpaTUBHI Ta opraHizauiiHi QpyHKii
(BKJIFOYA€E cTpaTerivyHe IJIaHyBaHHs, IHHOBAIII Ta TEXHOJIOT1YHE BJIOCKOHAICHHS)

JocaigxeHnHs
& Po3BUTOK

/\

Iocrauanuss BupooHunrso /M o3moBcromaxke
HHS
/\ /\

Ipoaaxx & /pobdori i3

MapkeTHHT / KJIi€eHTaMH

/ﬂymﬁa no

it

o JlocmimKeHHS
HacamIepe.
(boKycyroThCs Ha
IU3alHi
POIYKTY

* KopoTKoCTpOKOBI
KOHTPAKTH 13
OaraTpma
MocTavalbHUKAMU
YKIaIAal0THCS
TINBKH Ha PiK.

* ToBapu, 110
BHUPOOJITIOTHCS
KOMTIaHIsIMH 32
JIOBFOCTPOKOBUMU
KOHTpPaKTaMu
(>30p) i3
Komnaniem.

* Bupobnenns
MPOIYKIIIT 32
KOHTpaKTaMH
BUPOOHUKAMU
pi3HUX
reorpadiyHUX
paioHiB.

* >90% ToBapiB
BUPOOJISIOTHCS 32
mexamu CIIA.

* [Iporpama

KOHTPOJIIO SIKOCTI.

¢ [lepeBaxHO uepe3
cucTeMy
po3apiOHUX
MarasuHiB, SKUMH
BOJIOJII€ Ta Kepye€
Kommnawist.

* Ha MixHapogHOMY
piBHI - Uepes
YIOBHOBaKEHUX
IUCTPUO TOTOPIB.

* [loTyxHa
MarepiabHO-
TeXHiuHa 0a3a.

* MonentoBaHHS
NPOIYKTY JJISt
3a/I0BOJICHHS BUMOT
MOKYIILIB.

* Komanna
MPOCYBaHHS TOBApY
pexIaMye ToBap y
KpaiHax CBiTYy.

* BuxopucraHHs
pOo3apiOHUX
Mara3uHiB JJIs
TECTyBaHHS HOBOTO
HPOIYKTY.

* Ilpoaax ToBapiB y KpeauT.

* VrpaBiiHCbKa
iH(dopmariiina
ciyx0a
JIOCITI KY€
NOTPEeOU MOKYMIIS

[bxepeno: gocnigxeHHs iHcTuTyTy TCI

J. E. Austin Associates
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I'nooansvnuii po3znooin — pieeub Kpainu:. Kepamiuna 2any3o

Cmeopenns eapmocmi npoOoyKuyii 6 munoeii
KOMRAHIT KepamivHoi 2any3i
CTBOpEHHS BapTOCTI/JIaHIIIOT I[IHU

Komuciitui/ Honatk

OBI
0
CyGenniil IMoceoenan| 5%
HO;[:TKI/I | 004 |
O6cyroByBaHHS o
CITO’KHBAYiB
I[I/Icrpnﬁyuixl 2% |
396
HayxoBo-nmocminpumpka
G&A | nialeHi¢TH
I 0, I
Haymmamat Byt pcu]i/%A) 5%
27%
Tipamr
20%
Onepauiiini BuTpaTn EkcnopTHa uiHa

Ibxepeno: pocnimkeHHs Ta aHanis iHcTutyTy TCl (6inbl AeTanbHO Npo AKeperno B OCTaHHLOMY criangi )
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CTBOpPIOBAHHA KOHKYPEHTHO3AATHOCTI YKpaiHU

‘ L ] [ 3 ° ( ] { S5 [
Inouxkamopu uinnocmeu Illpi Jlanku — Inoycmpianvnuit pieenn:
Kepamiune eup-6o

110000

D BUDOOHUKI KE

AIMIHICTPaTHBHI Ta opraHizamiiHi pyHKuil

(BKJIFOYA€E cTpaTerivyHe IJIaHyBaHHs, IHHOBAIIIl Ta TEXHOJIOTIYHE BJIOCKOHAJICHHS)

Tak sk YIHHICHMH aHaJli3 NepeBaXKHO 3aCTOCOBYETbCA Ha PIBHI KOMMNaHIii, My, A1

MO DODU

OCJII’KeHHSA
& PO3BUTOK

Mocrayanus Bupoo6-Bo 03IOBCIO/IKE
HHA

JIy:k0a 1o
Ipoxax & /poodori i3
MapkeTuHr / KiIieHTaMu

AEANES,

* Henocrathe
(diHaHCYyBaHHS
JTOCJT1IPKCHb
Husbkuii piBeHb
CIiBIIparli

* BiacytHicTh
TPOMAJICHKOT1
i TPUMKHI

e Henocraruii
JOCTYTI J10
IHHOBAIIH

* 20-50%
3apy01’KHOTO
MTOXOKEHHS.

e BigMiHHA AKICTH
CUPOBHHH

* [nauBinyansHe
IocTa4yaHHs.

e MinnuBa sIKiCThb
MaTepiairy

» KBaziMoHOIT011
Ha CUPOBUHY

* Bucokuii piBeHb
TEXHOJIOTIH

* Jlemesa poboua
chJIa

* Huspki
MOTYXHOCTI

* BrucokosiKicHE
BUPOOHHUIITBO

* CTBOpEHHs
0(iCiB y HIIHUX
KpaiHax

* HenocratHe
biHaHCYBaHHS
pU3HKIB

* Husbkuii piBeHb
nuBepcudikamii
BU/IIB
TUCTpUO’ 101111

* Henocratui
MapKETHHT JIJIs
KIHIIEBOTO
CIIOKMBAayva.

* Huzpkuii piBeHb
peKiiaMu y
perioHagbHUX
3MI

e He3naunwmii
pAMUA
KOHTAKT 13
KIHIIEBUM

CIIO’KHMBAY€CM.

[bxepeno: gocnigxeHHs iHcTuTyTy TCI

J. E. Austin Associates
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| CTBOpPIOBAHHA KOHKYPEHTHO3AATHOCTI YKpaiHU

opisnanssui ananis’ ———"
umomm mnmpx+_|
/u\ \Ll e
umm mnymmu
\u/
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Cmpameziunuu /liamanm

Haumloeanuﬂ Ha Zﬂoﬁaﬂbm cmanoapmu

Crpareris

ITonuT CBiTOBOr0 PHHKY

Mignora

i'lqn”mani Ta

KoMnauii, =
Crpykrypa

“ISO” or CreJisi pHHKOBHMX CTaHIAPTil

s miATpUMYIOUi

IHayCTpil,
KOHKYPeHIis

rajy3i

Ctend

. ~Hu3bka BapTiCTL,, i
Hm.blca lIlHHlC‘TL
Kamcan
P03BHUTOK MOCTAYAHHSA

KpaiHu
J. E. Austin Associates

59



CTBOpPIOBAHHA KOHKYPEHTHO3AATHOCTI YKpaiHU

Cmpameziunui liamanum

Hooin —Ilopienanvruit ananis
LLlo 3a KpuTepii

Ha BEPXOBUHI
OcHoBa rno6anbHOi KOHKYPEHLil AiamaHTy i sik
Ma€ KpaiHa, LWo
IHonur PO3BMBAETbCH,
CMNo3u1LioHYyBaTH
cebe, Wo6
AicTaTncsa Uboro
niKy?

AHani3
TenepiwHboro

CTaHy i Crpareris

I'IOTeHLl.iaﬂV oA
TPYK a

BUSIBNISIE By

MOXX/INBOC
PO3BUTKY
cTparerii

TVE,K

inaycrpii,
KOHKYpeHIi

1

IMoB”’ s13ani
Ta
NiATPUMYIOY
i ramysi

IHocTauanusa

J. E. Austin Associates
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CTBOpPIOBAHHA KOHKYPEHTHO3AATHOCTI YKpaiHU

LLJo Take KOHKYDPEHLIIF?
ITAPAJIITMA HOBOI KPHKYPEHI[II

IIpaBoBu#, OPUANYHUI TA MAKPOEKOHOMIYHUMA KOHTEKCT

, JlocBiT

. . Cran
MAJILHOCTI . .
' MIKPOEKOHOMIYHOI0O
KOMIIAaHil Ta .

, OizHec cepeaoBHUIIA

crparerii :
I

MIiKpOoeKOHOMIYHI OCHOBH
IDicepeno:Maiixn [oprep, 1998
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CTBOpPIOBAHHA KOHKYPEHTHO3AATHOCTI YKpaiHU

MakpoekoHOMIYHa m1aTtdopmMma:

 [powoBa noniTuka: Hu3bka iHpnsayia

e ®dickanbHa NoniTUKa: KoHTponboBaHuU 6104)KeTHUN
aedgiunt

 TopriBns: Hu3bki Tapucpun

e IHO3eMHMMN O6MIH: Nob6pe KOHBepTyBaHHSA

Ane...BignoBigb Ha BCe Le Y BUrnsaai npuBaTHMUX iHBeCTULUIN
Heé € aBTOMaTU4YHOLO!!!

J. E. Austin Associates
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CTBOpPIOBAHHA KOHKYPEHTHO3AATHOCTI YKpaiHU

Mixpoexkonomiune cepedosuuye

NMpuBaTn3auis

baHkiBCbka pedopmMma
BepxoBeHCTBO 3aKOHY
KomepuinHe npaBo/lpaBHuui
mxepena/ApbiTpax
AHTMKOPYNUiNHA RiANbHICTD
3a0x0oueHHs iHBeCcTULiM Ta
TopriBni

CnpusiHHa ManomMmy 6i3HecoBi
PedopMma aepr)xaBHOI Cnybm
PecdopmMa ocBiTH

Po3BMUTOK pobouoi cunm

J. E. Austin Associates

NMpoMKUCNOBI NapKun, 30HU
3aKOPAOHHOI TOpriBni,
€KCMOPTHi 30HMU

NMapk NpoMMUCNIOBOI TeXHOOr i
TpyaoBe npaBoO Ta 3aXUCT
IncdpacTpykTypa PPI/PPP/BOT
Bropo ctaHgapTusauii

TenekoMyHikauii, NpOoMUCNOBI
TexHonorii Ta E-komepuis

lNMpaBo iHTeNneKTyasibHOI
BJ1ACHOCTI

Oco6nuBi cekTopMn
- C/r

- MpomMucnosictb
- Typu3mMm, TOoLO.
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CTBOpPIOBAHHA KOHKYPEHTHO3AATHOCTI YKpaiHU

NAPTHEPCTBO IEPYXABHOI'O TA NMPUBATHOI'O CEKTOPY B
CTBOPEHHI KOHKYPEHLII

30 IEPXABHOI'O TA INPV®
CEKTOPY

+ Kpawja crparerisa koMmnaHii (Mikpo)
+MoOTYy)XHe niaepcreo iHAycTpii (Meco)
+aepxxaBHi pecpopmun (Makpo)

NMPUBATHUM
CEKTOP

AEP)XABA

L Ta niaepcreo 3 echeKTUBHUM fAlianorg

byayBaHHSA
HaLuioOHaIbHOI
KOHKYpeHLuii

MAKPOEKOHOMIYHA, OPUANYHA TA NOJIITUYHA OCHOBA

MIKPOEKOHOMIYHA OCHOBA

PO3BUTOK CNIJIbHUX IPYN TA NOKPALLEHHSA IX AIAJIbHOCTI

J. E. Austin Associates 64



CTBOpPIOBAHHA KOHKYPEHTHO3AATHOCTI YKpaiHU

B IIOILIYKAX EOQEKTHUBHOI O JIAJIOI'Y

Heed@eKTUBHO

e [HAMBIOAYanbHa KOMNaHIs

e [loaaTKOBI CKapru

e OnepauinHnn piBeHb

e [lepenik caMoobcnyroByBaHHS
e AHEKAOTWYHI AOKa3n

e HenoTpibHi nocTynku

e [IpOoTUNEXHI CTOPOHMU

J. E. Austin Associates
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CTBOpPIOBAHHA KOHKYPEHTHO3AATHOCTI YKpaiHH

B IIOILIYKAX EOQEKTHUBHOI O JIAJIOI'Y

Heed@eKTNBHO
e [HAMBIAYani30BaHa
KOMMaHIg
e JlopaTKoBi Xanobu
e OnepauiH1i piBEHb
e [lepenik
caMoobCnyroByBaHHS
e AHEeKAOTUYHI AoKa3u
e [locTynku
e [IpoTUNEXHI CTOPOHMU

J. E. Austin Associates

e(PeKTUBHO

[pynun ranysemn

fcHe 6ayeHHs
CtpaTerid

[IpiopnTeTH

[laHi Ta aHani3
CniB-BiANOBIAANbHICTb
Ton x 6ik Tabnuui
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CTBOpPIOBAHHA KOHKYPEHTHO3AATHOCTI YKpaiHU

CXEMA KOHKYPEHTHO3AATHOCTI

3HAYHE NMOKPALLEHHA B
PIBHI XXUTTHA

3PICT

EKOHOMIYHUMA
nPOAYNPOAYKTUBHOCTI

3PICT

Yepes Yepes 3picT

He3aMHATOCH 3aAMHATOCK]

NTEP’KABHUM CEKTOP: MNPUBATHUMN CEKTOP:

% OcBira < 3aBoj

“»Tpeninru % Tpeninru

“*InppacTpykrypa « Training

<+ O06CcayroByBaHHS < O6cayroByBaHHs

< HayKkoBo- 10CIiAHNIBKA “+ HaykoBo- 1oC/IigHUIIBKA TiSIbHICTD

TIBHICTD

Jlxeperno: aganrroBaHo 3 ciiB ['oBapma Po3eHa, B
MUHYJIOM BUKOHaBYOTO nupektopa Panu 3 67
Kouxypennuii CIITA no J. E. Austin Associates




CTBOpPIOBAHHA KOHKYPEHTHO3AATHOCTI YKpaiHU

BceraHoBJII0BAaHHSA HAIOHAJIBLHUX IiJeH

Jis moryxkHOro 3pocry Ykpaincbkoro BBII Ha qymy Hace/ieHHs
B $***** Ta mocArHyTH NMOBHOI 3aifHATOCTI:

¢ JlocaraTu 6-10 % 3pocty BBII mopiuno
¢ 30i1pmnTH HaioHaJbHe inBecTyBaHHS 10 30 % Big BBII

¢ 30i1bmKTH 0aHKiIBChbKe cTpaxyBaHHs 10 5-10 % Big BBII

Jlxepeno: agantoBaHo 3 ciiB ['oBapaa Po3ena, B
MUHYJIOM BUKOHABYOTO nupektopa Paau 3
Konkypenmii CIIIA go J. E. Austin Associates 68



CTBOpPIOBAHHA KOHKYPEHTHO3AATHOCTI YKpaiHU

YoMy Paau HaronowyrTb Ha KOHKYpPEeHL,il?

“+*bi3Hec He MOo)xe pobutu He caM; [lep>xaBa He MOXke pobuTu
e cama

“IHWI BAXXNMBI NapTHepH

“CninbHe 6ayeHHs; HenoAiINEeHi HAaNpPSMKH

“+*HauioHanbHa cTpareris

“J1linepcTBO Ta YeMMiOHM; He Ti/ZIbKU TPpaAMLiINHI opraHisauii
“Tpo3ope OuUiHIOBAHHSA Ta MOHITOPUHI

“+He Ha uMeMychb 60ui, cnpaBeanmea

“+*Morxxe 6yTH i€HTUYHOIO Ha perioHasibHOMY piBHI

J. E. Austin Associates
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CTBOpPIOBAHHA KOHKYPEHTHO3AATHOCTI YKpaiHU

EnemeHTn niaxoay Paan 3 KoHKypeHuil

“Mana nigepcrBa

“+Po3nopfiz Ha KOHKYPEHTOCNPOMOXKHICTb
“IHcpopMyBaTHN yKpaiHLIB NMPO KOHKYpPEeHLUIto

< CrpaTerisa iHgycTpil

“+BCTaHOBJIEHHSA1 HAUWiOHAaJIbHUX CTaHAAPTIB
“*HauioHanbHi yroam

“*BnpoBag)xeHHN 6i3HecOM, Aepr>KaBoOIO Ta OCBITOIO

J. E. Austin Associates
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CTBOpPIOBAHHA KOHKYPEHTHO3AATHOCTI YKpaiHU

Tunosi 3aBaaHHA Paaa 3 KoOHKypeHLUil

“Mepwunn HauioHaNbHUU 3aKNaj A1 eKOHOMIYHOro gianory
sCrpaTteriuyHi pekoMeHAaalil AN NOCU/IEHHA 3MarasibHOCTI
“*fMopaau, MOHITOPUHI ANA NOKpalleHHA eKOHOMIYHOro
KjaiMaTy
“+OUIHKA eKOHOMIYHOIro 3poCTy Ta KOHKYPEHTHO3AAaTHOCTI
YKpaiHu

< LLlopiYHMM 3BIiT 3 KOHKYpeHuii

“*LLlopiYHMM 3BIiT 3 KOHKYPEHTHUX 3MaraHb
<rigTpMKa nporpam Ans 3a0X04YEeHHSA KOHKypeHUuil

J. E. Austin Associates
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CTBOpPIOBAHHA KOHKYPEHTHO3AATHOCTI YKpaiHU

Tunosi 3aBaaHHA Paau 3 KoHKypeHUi

(npoaoBXeHHA)

“*PexknaMyBaTi NPOAYKTUBHICTb Ta BiAMIHHY SIKICTb
< I'nnboka cniBnpaus

<riaTpuMmyBaTH iIHHOBaLli B OCBITI Ta TPEHIHrax
+3abe3neyyBaTu KepiBHULTBO AN 3aKOHOAABYOI Ta
nosliTM4HOI 6a3m

< MiaTpuMyBaTH CcTpaTerito 3MarasbHOCTI Ta
NpPoAYKTUBHOCTI iHTepdency rayukoro aucky (FDI)
“3aoxo4yyBaTu IHBeCcTULil Y HayKy, TeXHONOrII,
IHHOBauUiil

<+ PobuTn Nnposopun Aep)xaBHO-NpPUBaATHOroO Aianor

J. E. Austin Associates
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CTBOpPIOBAHHA KOHKYPEHTHO3AATHOCTI YKpaiHU

4Oro JOCSTJIA PAJIA 3 KOHKYPEHIII?

>

BnavB Ha noniTudHI pecdhopmm

ToH aMcKycii

Bubip npaBunbHOI ULini (Ha yep3i - 3MiHN)
HamiTtka npiopurtertiB

IMnneMeHTauin

YV V Y V VY

Mo6inizayis niaTPUMKK 3MiH

BrsiuB Ha NPOAYKTUBHICTb NPUBATHOIO CEKTOPY
NiaANpPUEMHULTBO Ta EKOHOMiIYHI YTBOPEHHS
CniBnpausi npoMUCNOBUX rpyn

Crparerii kopnopauil, o ckianmca (KepiBHULTBO)
Mobini3auin iHBecTuuin

NMoponaHHsa aaMiHICTpaTUBHUX 6ap’epiB

YV V VY VYV V V

Mikpo- Ta MaKpO3B'SA3KMU

(npoaoBXeHHA)
J. E. Austin Associates
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CTBOpPIOBAHHA KOHKYPEHTHO3AATHOCTI YKpaiHU

YOro JOCSTJA PAJA 3 KOHKYPEHIIII? (npoaoBskenns)

>

BnamMB Ha eKOHOMIYHMI Aianor 3 ypaaom

. NMopiBHAHHA e(peKTUBHOro Ta HeedpeKTUBHOIO Aianory
8 NMo6ynoBa AoBipM Ta coyianbHOro Kanitany
BrisiuB Ha NO3MUil0 Ta BigHOLWIEHHS oaen

. NMpoAYyKTUBHICTb

o MHY4YKiCTb

- CniBnpauys

. EmMirpaudis

- 3aowapKeHHs

. NignpueEMHULUTBO

- MopentoBaHHA ponen

. NMonynsapHa KynbTypa

J. E. Austin Associates 74



PesyabTaTH I Y KpalHU:

» Uu ne cymmeeo niasi Ykpainm?

» Uu € énnue na nioepis?

» Kozo notpioHo 3ainyuyaru?

» JKi npoMucJIOBI rpynu?

» Uu € oco0auBi BUNIAAKU Y “‘uemnionie’?

» SIki nacmynni kpoku?

J. E. Austin Associates
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CTBOpPIOBAHHS KOHKYPEHTHO3AATHOCTI YKpaiHH

Beb-caumu npoexmis 3 KOHKYpeHYil

NMiBaeHHoO-cxigHa A3ifi: www.seasia-strategy.com
LLpi-JlaHka: www.competitiveness.lk
bonrapis: www.competitiveness.bg
MoHronis: www.tcimongolia.org

J. E. Austin Associates 76



AOAKYEMO

J. E. Austin Associates
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Competitiveness:

Building Kyrgyz
Republic’s Prosperous
Future

(English)



Competitiveness:
Building Kyrgyz Republic’s Prosperous
Future

J.E. Austin Associates

November 2002



& The Agenda

1. Principles and Tools of
Competitiveness

2. Competitiveness Tools: Examples and Lessons
from Around the World

3. Competitiveness work with 3 Industries In
Mongolia

4. Relevance to Kyrgyz Republic and Your
Industries

J.E. Austin Associates Page 2



Solid Results: Sri Lanka Rubber

Higher values and sales through:

» Crepe rubber repositioning — work directly
linkage with U.S. buyers and marketers.
Quality improvement.

» Joint task forces with government —
institutional reform for the industry

» Strengthen rubber supply/quality through
backward integration

» Industry-Moratuawa University partnership
for new products — 3 projects with business

J.E. Austin Associates Page 3



Solid Results: 3 Industries in Mongolia

Meat Processing

» $3 Million in first year trial exports

» 4 new export markets; new export products
Cashmere

» Manufactured value added increased by 30%
to $22 million per year

Tourism
» 35% Increase In arrivals

» Contribution from GDP increased from $17
to $40 million

J.E. Austin Associates Page 4
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Why Is Competltlveness Emergmg as the #1
Issue for Leaders?

» Globalization

» Liberalization

» Privatization

» WTO Accession

» Technological Change

» Transition from Central Planning

J.E. Austin Associates Page 5



Kyrgyz Republlc Is Currently Dependent
on Natural Resource Exports

Percentage of Exports in Natural Resources and GNP Per Capita in 1998

$35,000
$30,000 -
*
* United States
$25,000 1 Sw itze‘rland
* ‘ .
* §|ngapore *
* *
*,* ¢, * Canad
$20,000 - * Netherlands naaa Australia

* ¢ Sweden
*

*
$15,000 -
$10,000 1 Argentina
o . -
* ¢ : * SothAfrica i
$5,000 | M . ¢ 0 > .
' " . Colombia rinidad and Tobago ¢ Venezuela
* Romania  ¢¢ @ . . * Peru
China - Egypt
$0 ‘ ‘ ‘ Bolivia ‘ ‘ ‘ ‘
0 10 20 30 40 50 60 70 80 90

Percentage of exports in raw materials calculated as the percentage of merchandise exports in agricultural raw materials, metals and ores, and fuels.
Source: World Development Report 2000.

J.E. Austin Associates Page 6



What is Compeltitiveness?

Selected Global Commodity Prices 1960-1999 (1990=100)

Wheat Copper Petroleum

Corn Natural Gas
45
Trend = .
Relentless o
Price M
Pressure 1
054
|

\/ : ’ ’ ! : f 7 8 o

J.E. Austin Associates Page 7 Source: World Bank Development Indicators



What is Compeltitiveness?

L_ow cost strategies based on low cost wages
provide an unsustainable competitive advantage

Textile Industry Wages

$25.00
$20.00
Hourly $15.00 -
Labor
Wage
(U.S.$) $10.00 -
$5.00 -
$0.00 -
¢ 3 O DASPPOR SN HSL @SS S0
3"9{&:’0&\0 ® QQQQ@@@?&S?EO& @® Q,-POQ'Q @é @6@5@6& f&\‘%@@ c)(‘\(\ ‘3‘@@6@ & Q@@
S &0 SN
&P

SOURCE: Bobbin Magazine 1999 averages,developed countries statistics are from Gherzi Textile Organization
J.E. Austin Associates Page 8




Competitiveness Is NOT...

» Abundant Natural Resources
» Cheap Labor

» Depreciated Currency

» Government “Incentives”

J.E. Austin Associates Page 9




Some Key Questions for Competitive
Success

» What trends are the world’s top performers
mastering?

»  What qualities will the customer pay a
premium for?

J.E. Austin Associates Page 10



& The Agenda

1. Principles and Tools of Competitiveness

2. Competitiveness Tools: Examples
and Lessons from Around the World

3. Competitiveness work with 3 Industries In
Mongolia

4. Relevance to Kyrgyz Republic and Your
Industries

J.E. Austin Associates Page 11
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The Competitiveness Diamond

Businesses and industries are
often established on the basis
of available basic factors and
have supply orientation

Factors |

Source: Michael Porter

J.E. Austin Associates Page 12



Exports of Sri Lankan Rubber Products

/

- A
\//\/
/

[

‘— e Rubber products ‘

Source: Sri Lanka National Statistics

J.E. Austin Associates Page 13



Opportunity: Build Complex Exports Avoid Over-
Relying on Basic Factors

Sri Lankan Exports of Gems and Jewelry

200

180 -
M jewellery

O diamonds
W gems

160 —

140—

120

100

80—

60—

1987 1988 1989 1990 1991 1992 1993 1994 1995 1996

40—

20—

(o=

Source: Sri Lanka Industry Statistics

J.E. Austin Associates Page 14
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The Competitiveness Diamond

Businesses and industries
should be focused on needs
of specific types of customers

Factors | Demand |

Source: Michael Porter

J.E. Austin Associates Page 15
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Value Chalns — The Colombla Cut Flowers
Colombia Cut Flower Value Chain

Net Revenue Per Rose Stem for Each Component of Value System

180.0
160.0 154.2
140.0 +
1200
US.  100.0 +
Cents
80.0 T
60.0 T 51.4
14.6 23.4
200 + | 17.0 T, 257
24 6.4
Grower Air Freight Broker Ground Wholesaler Retailer
(Bogota) (Bogota- (Miami) Transport (Boston) (Boston)
Miami) (Miami-
Boston)

Source: Interviews in Mexico, Colombia, Miami, Boston, Monitor Analysis

J.E. Austin Associates Page 16



Mongolian Cashmere Industry

Cashmere and Cashmere Garment Exports

shmere
arments

Product
Scope

Cashmere exports
|:| Raw cashmere

. Washed/Dehaired
. Yarn and cloth
Raw Garment

ashmere

Low cost Differentiation
Mongolian cashmere is a competitive product in its raw form, but it
competes in the same mass market segment as China, a bigger producer.

J.E. Austin Associates Page 17



What is your cluster’s Competitive Position?

Product
Scope

Low cost Competitive Advantage Differentiation

J.E. Austin Associates Page 18
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Strategy Choices for the Firm

* Choice of scope:  Choice of advantage:
— Geographic _ Cost
- Segment - Differentiation (design,
~ Forward Integration quality)
— Business — Customer Service

e Choice of trend or
technology:
- Leader
- Follower

J.E. Austin Associates Page 19



The Competitiveness Diamond

X

Strategy,
Structure
& Rivalry

A

N

Factors | <

Source: Michael Porter

J.E. Austin Associates
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Demand |

v

/

The Cluster |

Page 20



SIRMA

Strategy (High)

+ Aim at sophisticated markets
+ Identify new applications
+ Quality focus — strive for perfection

+Get close to customers, to learn and service

Factor Conditions (Mixed)

-Access to finance
-Far away from Markets
-+ Skilled staff are available

-+ Skilled management

A
Demand (High)
< > + Identify quality client base
+ Identify market niches
- Little domestic market
v

Cluster (Mixed)

+ Forward integration within the group
+ Teaming with users
- Little focus on cluster effectiveness

J.E. Austin Associates Page 21



Industry Clusters

The cluster i1s one method with proven success
Cluster: a concentration of interconnected companies and
Institutions, both public and private, striving for
competitiveness

Academia

*II ndustry

| % 1 )
|
| .
e g
N AR e s -~

: Cluster I
I Relationships [ »”

i — Supporting
Produc- . ;
o Drocessin / fasture Export ) Import ) Retail Y 4 .. | ndustrls

Once objectives are set and strategies formulated, more direct
interaction with government, academia and other supporting
industries.is.essential

J.E. Austin Associates Page 22



Sample cluster: The ketchup cluster In
the Stara Zagora Region (Bulgaria)

\A . %)
o I Packaging 5
\ O manufacturers =
%) o P~
= -
S o S O
(@)] © =
sc \ = o i —
T o @ o o %
E3E Rl . > = £
2 o e 2 = T e
o o e o
@) = e &
q_) - o=
/V v Advertising &
Agencies —
ﬁ Associations: Farmer associations, agribusiness producers’
associations, Chambers of Commerce, packaging industry
Companies for trading in association, freight forwarders association, transporters
seeds, fertilizations, pesticides association, equipment manufacturers association, etc.

J.E. Austin Associates Page 23



+/-

+/-

High quality grown products
available; but high quality
variability;

Reasonable proximity to
European markets

Relatively high transport costs to
European markets

Low cost labor

Low productivity

Good basic skills

Seasonal production/Seasonal
imports

Land ownership in flux

Basic processing technology is
simple, but out of date

Invested in supplier training

Invested in special equipment

Invested in worker training

BASIC — LOW/MEDIUM
ADVANCED - MEDIUM

Source: IME and JAA

Bulgarian Food Processor Diamond

+ High Quality product strategy

+ ldentify high-end wholesalers

+ Invest in producers through contracts, training
+ Invest in equipment, staff training

+ Work with packaging industry

+ Owner’s ability to track/lead market’'s needs

+ Efficiency of scale of operations

HIGH .
- Good internal demand, but for

Strategy \ lower quality
/ - Domestic quality market is limited

T + Large external market for quality,
Factors |« i > Demand differentiation
\ / DOMESTIC — LOW
EXTERNAL - MEDIUM
Cluster

+/- Transport sector is relatively efficient

- Local quality standards are not rigorous

+ EU standards are rigorous.

+/- Producers are capable of high quality.

- Poor quality of local packaging and labeling.

- Relatively low level of development of related industries

+/-  Supply and placement contacts are in short-term stable
with respect to exports, less so for domestic sales

+/- Cluster production improving slowly, links just beginning

J.E. Austin Ass@iates Page 24



& The Agenda

1. Principles and Tools of Competitiveness

2. Competitiveness Tools: Examples and Lessons
from Around the World

3. Competitiveness work with 3
Industries in Mongolia

4. Relevance to Kyrgyz Republic and Your
Industries

J.E. Austin Associates Page 25



& The Agenda

1. Principles and Tools of Competitiveness

2. Competitiveness Tools: Examples and Lessons
from Around the World

3. Competitiveness work with 3 Industries In
Mongolia

4. Relevance to Kyrgyz Republic and
Your Industries

J.E. Austin Associates Page 26



Strategic Tools

Diagnostics:

SWOT, GAP, Etc. . - .
. B Implementation Initiative
Value Chain 9 ﬁg?gﬂ g\
9 |
e e ActionC
e Eftc.

Competitive Positioning

Diamond Analysis

Competitiveness
Strategy

J.E. Austin Associates Page 27
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Sri Lanka’s Tea Industry — Gap Analysis

WORLD LEADERS

SRI LANKA

HIGH
QUALITY
PACKAGING

FINAL

HIGH
QUALITY
TEA (rarely
local)

PRODUCT/
SERVICE
PACKAGE

IMAGE AND
BRANDING

J.E. Austin Associates

ACTIONS TO
IMPROVE
PACKAGING

LAWS CHANGED
TO ENABLE
STANDARDS/
AUCTIONS/ETC.

FINAL

PRODUCT/
SERVICE
PACKAGE

SPECIALTY
SHOWS
PACKAGING
AND
LABELLING

Page 29

HIGH QUALITY
DISTRIBUTION




What is Compeltitiveness?

The New Competitiveness Paradigm

Political, Legal, and Macroeconomic Context

Sophistication Quality of the
of Company Microeconomic
Operations and Business
Strategy Environment

Microeconomic Foundations

Source: Michael Porter, 1998

J.E. Austin Associates Page 30



What is Compeltitiveness?

Pursuing Effective Dialogue

VV VYV V V VY

INEFFECTIVE

Individual Company
Ad-hoc Complaints
Operational Level
Laundry Lists
Anecdotal Evidence
Concessions
Opposite Sides

VV V YV V VY

J.E. Austin Associates

EFFECTIVE

Industry Clusters
Comprehensive Vision
Strategy

Priorities

Data and Analysis
Co-Responsibility
Same Side of Table

Page 31



Typical Action Improve:

» Market access

» Market intelligence

» Policy change

» Supply chain management

» Branding and image

» Standards

» Cluster investments

» Workforce — certifications, skills
» Producer-marketer collaboration
» Investment in technology

J.E. Austin Associates Page 32



Why does it work?

YV V V

The participants own the agenda
Committed leadership; vision

Elevated field of vision — looking at new
customers, bigger pie

See the benefit — some issues can only be
tackled at the cluster level

Not an exchange for donor support

J.E. Austin Associates Page 33



Thank you
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Competitiveness Projects’ Websites

» Southeast Asia: www.seasia-strategy.com

» Sri Lanka: www.competitiveness.lk
» Bulgaria: www.competitiveness.bg
» Mongolia: www.tcimongolia.org

J.E. Austin Associates Page 35



Competitiveness:

Building Kyrgyz
Republic’s Prosperous
Future

(Russian)



KOHKYPEHTOCIIOCOOHOCTH:
ITocTpoeHre NePCHIEeKTUBHOIO OYAyLIero
KbIproi3cran

J.E. Austin Associates



Coaep:xanue

1. MpuvuHUEenbl U UHCTPYMEHTDI
KOHKYpPeHTOCnocobHoCTH

2. MNpe3eHTaums MHCTPYMEHTOB
KOHKypeHTocnocobHoctu - [1pakTuyeckue
npuMepbl CO BCEro Mnpa

3. PewleHne BonpocoB KOHKYPEHTOCNOCOOHOCTH C 3
NHAPYCTUAMN B MOHronmm

4 TlpUMeHMMa JIN KOHKYPEHTOCNOCOOHOCTL B
KbiprelCTaHe 1 Bawem nHaycTtpmmn?

J.E. Austin Associates Page 2



Konkpernbie Pe3dyiabrarsl - KayuykoBou
npombinieHHOCTH lpu-Jlanka

» [lapTHepcTBO [1pOMbILLNEHHOrO YHMBEPCUTETA
MapaTyaBa onsa uccnegosaHua M passutud - 3
npoekTa ¢ busHecamu

» [leperpynnnupoBKa Kpan pe3uHbl— NpaMad CBA3b C
nokynatensamu n mapketonoramm ns CLLA.
YnyduweHue KayecTBa.

> CoBMecCTHas paboyas rpynna cneumanmncToB U
NPaBUTENBbCTBEHHO-UHCTUTYLIMOHANBbHOM pedopMbl

> YCunuTb NOCTaBKy pe3nHbl Yepes 0bpaTHYto
MHTErpaumio

J.E. Austin Associates Page 3
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KonkperHbie Pe3yiabrarsl - MOHI0 1M

» Mgco lNpon3BoacTBo
- 3 MW/ 3a NepBbIN roa

- 4 HOBbIX 3KCMOPTHbIX PbIHKOB N HOBbIE 3KCMOPTUPYMbIE
TOBApbI

» Kawunmump

- [1poMbIWweHHOCTb 601ee BLICOKOro KayecTsa
yBenn4yenacb Ha 30% o 22 mun Jonnapos CLLA B roa

» TypusMm
- 35% yBenieyeHmne NpUesKnx

J.E. Austin Associates Page 4



Ilouemy Koukypenmocnocoo6nocms - gonpoc nHomep 1, cmosuwiuii nepeo
PYKogooumenamu?

» [nobannzauums

» Jlnbepannsaums

» [lpnBatnsauus

> BTO

> WN3MeHeHue TexHonormm

> [lepexoaHbi nepuoa oT
LIEHTPaNU30BaHHOIO NJIaHUPOBaHWUS

J.E. Austin Associates Page 5
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B HACTOAIIICC BPCMH

Percentage of Exports in Natural Resources and GNP Per Capita in 1998
$35 000
*%% OT 3KCMnopTa NpUPOAHBLIX pecypcoB 1 BanOBOro HaLMOHaNbHOrO NPOAYKTa B pacyeTe Ha venoBeka B 1998
$30 000 -
*
. United States
$25 000 1 Switzer‘land
. *?*
. ¢ Singapore o
. ¢ .
o, . Canad
$20000 { ¢ * . Netherlands ~~o 202 Australia
. . Sweden
.
*
$15 000 -
$10 000 - Argentina
. . . *Poccuiickas
. [ : South Africa Chile denepanus
* * .
* * * L. *
$5 000 - o * ¢ Colombia Trinidad and . Venezuela
S . .
o Romania s ¢ . Peru Russian Federation
China ¢ *  Egypt
. Bolivia
$0 T T T T T T T T
% sKcropTa ChIpbsi, BBIYMCICHHBIH KaK JI0JIS1 TOPrOBOIO AKCHOPTA CENbCKOXO3AHCTBEHHOTO ChIPhS, METAILIA, PYABl M TOILUIHBA 80 90

eUcrounuk: OtueT 0 MupoBoMm pazsutun, 2000
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[MweHnya

3epHo

Meab

Y10 TaKOE KOHKYPEHTOCITOCOOHOCTD ?

[IpuBeneHbl 00mMe TOPropuie meHbl 32 1960-1999 (1990=100)

HedTb

TeHaeHUMSA =
XecTtokoe
LleHoBOE
[laBneHue

45

4]
35
34
251
9]
15
1]
0.5
04

MpupoaHbIv ra3

\/ S

*Hctounuk: MuaukaTopsl pazsutus Muposoro 0aHka

J.E. Austin Associates Page 7



YacoBas
onnara
TpyAa
(U.S.9)

Hr0 TaKoe KOHKYpPEHTOCITOCOBHOCTh ?

Crpareruu HU3KHUX 3aTPAT 0a3UPYIOTCH HA HU3KHUX
3apa0O0THBIX IJIATAX U He 00eCneYnuBaIOT
CTA0MJIbHOE KOHKYPEHTHOE NPEeUuMYIIeCTBO

'YPOBCHB 3apaﬁon>1x ILIAT B TEKCTIWJIbLHOIM NMPOMBIIIJICHHOCTH

$25,00

$20,00 -

$15,00 -

$10,00 -

$5,00 -

$0,00 -

S F L P F TIPS

*Ucrounuk: Bobbin Magazine 1999, cpennue 3HaueHus, CTaTUCTHYECKAE JaHHbBIE TI0 Pa3BUTHIM cTpanaM - Gherzi Textile Organization

J.E. Austin Associates Page 8
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N\ Y70 Takoe KOHKYpPEHTOCMIOCOOHOCTh?

KonkypeHntocmnocooHocts - 310 HE. ..

» W306unmne npmpoaHbIX pecypcos

» [eweBast paboyas cmna

» ObecueHnBaHne AeHeXHbIX cpeacTs
» [ocyaapCTBeHHoe “CTUMynMpoBaHue”

J.E. Austin Associates Page 9




|| ST
i || P e

HeckoJbK0 OCHOBHBIX BOIIPOCOB JIJISl yCIIexa,

OPHEHTHUPOBAHHOI0 HA PHIHOK

\I\!’i

» Kakue HampaBlICHHS OCBANBAIOT MUPOBBIC
130791(50) 3 €

» 3a KaKue Ka4eCcTBa KIMCHTHI Oy AyT IJIATUTh
0oJIbILIE?
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Coaep:xanue

1. TMpuHUENbI U UHCTPYMEHTHI
KOHKYPEHTOCNOCOHOHOCTH

2. Mpe3eHTaUnUsa UHCTPYMEHTOB
KOHKYypeHTocnoco6Hoctu - NIpaKTUuyeckKkume
npuMepbl CO BCero Mmpa

3. PewleHne BonpocoB KOHKYPEHTOCNOCOOHOCTH C 3
NHAPYCTUAMN B MOHronmm

4 TlpUMeHMMa JIN KOHKYPEHTOCNOCOOHOCTL B
KbiprelCTaHe 1 Bawem nHaycTtpmmn?

J.E. Austin Associates Page 11




bpunnuanm xouxypeumocnocoonocmu

Topeosvle u npomvluiieHHble NPeOnPULMUSL
YUpeHcoaromcest Ha 0CHO8e 0OCMYNHbIX OCHOBHBIX
Gdaxkmopos u opueHmupoB8arvl Ha OOCMABKY

Source: Michael Porter
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‘— e RUbber products ‘
*Kayuyxk *U3genust u3 Kayvyyka

UCTOoYHMK: HauMoHanbHasa ctatuctuka Lpn-JlaHka
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Bo3moxHocTi: Co31aBaTh KOMILIEKCHBIA SKCIIOPT
He morararbcsl Ype3MepPHO HA OCHOBHBIEC (PAKTOPHI

Hlpu-JlaHka: 3KCHOPT APArOUECHHbIX KAMHEH U IOBEJIUPHBIX U3AeINil

200

180 -
BEJMPHBIE H3/1E/IHA W jewellery
O diamonds
NIIJTAAHTHI 1601
W gems

ArOICHHbIC KAMHH
140—

120

100

80—

60—

1987 1988 1989 1990 1991 1992 1993 1994 1995 1996

40—

20—

(o=

NCTOYHMK: CTaTUCTUKA MPpOoMbILneHHOCTH LLpu-JlaHka
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bpunnuanm xouxypeumocnocoonocmu

Topzoebie u npombluunieHHble NPeOnPUIMUSL
O0JIJICHBL COCPEOOMOUUMCSL HA NOMPEOHOCAX
onpeoenénnoco Kpyea noKynamelell

Source: Michael Porter
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Value Chaln (CTOI/IMOCTHbIe HEeMOYKH)

onpIT Kostymouu

U.S.
Cents

CronMoCTHBIE HECITOYKH JJIA KOHyMﬁﬂﬁCKHX CpE€3aHHbIX IIBCTOB

Uucras BbIpy4Ka / PO3y ANnA KaXxXaoro KOMnoHeHTa CTOMMOCTHOM LIEeNO4KHN

180.0

160.0 -

140.0 -

120.0

100.0 A

80.0 A

60.0 -

40.0 A

20.0 A

0.0 -

154.2

51.4
L 25 7 102.8
23.4
- [ 23 25.7
CanoBon Ajspo- bpokep TpaucnopT OnToBbIA Po3sununmbIii
(borora) nepeBo3Ka (Maitamu) 1o cyuie TOProBel TOProBeIl
(borora-Maiiammu) (Maiiamu- (BocTon) (BocTon)
BocTton)

UctouHuk: UHTepBbIO, NnpoBeaeHHble B Mexuko, Konymbun, Manamu, 6octoHe, MOHUTOPUHIOBbIN aHanus3

J.E. Austin Associates
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HN30enus us
Kawemupa

Macwimaé

npooykma

Kawemup -

colpve

X r%

N ‘V

IIpou3BoacTBo kameMmupa B MOHIroJauun

SKCNOpT Kawemupa 1 usgenun U3 Kawemumpa

Italy

Scotland

DKcnopT KameMupa
Kamemup - cipse

_ [l OGpaborannmlii
Hongella [ Mpsxa u monors
\A&L ] Oxexna
‘ anistah
Hu3kue 3ampambi AudgpeperHyuayus

Kawemup n3 MoHronmm - KOHKYpeHTOCNnoCcoOHbIN NPOAYKT B hopme
CbIpbfl, O4HAKO OH KOHKYpPMpPYEeT B paBHOM NO 00 beMy CerMmeHTe pblHKa,
yTto U Kutam, asnsarowmmnca 6onee KpynHbIM nNpoussBoauTenemM.

J.E. Austin Associates
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KakoB0O KOHKYpeHTHOE MO3MINOHNPOBAHUE Balllero Kjiacrepa?

Macwma6b
npodykma

Hu3kas ce6ecmoumocmsb KoHKkypeHmHoe npeumyuiecmeo AuggpeperHyuayus

J.E. Austin Associates Page 18



Bb100op crpareru 1js GpupMbl

e Bbibop obnactu: e BblOOp NpeENMYLLECTB:
- leorpadmuecknii ~ CebecTouMocCTb
— CerMeHTHbIN - OuddepeHumnaums
- WHTEerpupoBaHHbIN (AM3anH, KayecTBo)
Brnepes - Cnyxb6a paboTbl C
— bu3Hec NOKynaTenem

e Bbibop TeHAeHUMM
WM TEXHOMOMUN :
- Jlngep
- lNocnepoBaTenb
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bpunnuanm konkypenmocnocoonocmu

MpaBu-

ey Ctparerus,
CTpykTypa un
ConepHuyecTBo
A
®akTopbl | , | CocTosiHne
npou3BoAcTBa cnpoca
\ v /
Knactep

Hcemounux: Maiika [Hoprep
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SIRMA

Strategy (High)

+ Aim at sophisticated markets
+ Identify new applications
+ Quality focus — strive for perfection

+Get close to customers, to learn and service

Factor Conditions (Mixed)

-Access to finance
-Far away from Markets
-+ Skilled staff are available

-+ Skilled management

A
Demand (High)
< > + Identify quality client base
+ Identify market niches
- Little domestic market
v

Cluster (Mixed)

+ Forward integration within the group
+ Teaming with users
- Little focus on cluster effectiveness

J.E. Austin Associates Page 21



Huoycmpuanvnsie kiacmepol

Kiacrep - MeTo/1 ¢ MOATBEPKIACHHBIM YCIIEX0OM

Knacmep: zpynna 63aumocea3annblX KOMRAHUIL U C8A3AHHBIX C
HUMU OP2AHU3AUUIL, KAK 20CY0ApCMEEHHbBIX, MAK U YACHHbIX,
CIMPEMAMUXCA K Koukypeumocnocoﬁnocmu

N DTS

gl gta i i e i e S

/RN — "

Npaeurenscrio

y ;EI
|

m_-lnyCTpml

- | F
‘ B3aumoceﬂ3u I
¢ knacmepe [ #”

NMoapep)xu
IIpousso o H3zroro
ACTBO ./ BlleHHe

¢

[Mocnie Toro, kakx NocraB/IeHbl YeJIn U CPOPMY/IMPOBaHbl CTPAaTErMu, HEO6Xo04MMO
6os1ee TeCHOe M NMPSIMOE B3aNMO[EHCTBHE C NMPaBHTEIbCTBOM, aKafEMHNEH N
APYruMu rogaEePIKNBaroLNMHN MHAYCTPHIMU
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Obpaszey knacmepa: Knacmep xemuyna
6 Cmapa 3azopa (boneapus)

]

\ =
@ s,
s \ E
S ==n D)
5 3 =
i) «
RN )3
o e o
2 £ 288
d)l:( =: =
S o o = Q
@ S g =
=%
Q-</v o,
= / =

KomMmmanuu 1o Ipo1a’ku CEMSH,
yIA0OpEeHUS U MECTUIIHIOB

ITpousBoauTenu
YIIaKOBOK

i
T

Pexnamubie
areHTCTBA

TpaHcOpTHBIE ar€eHTCTBA

Acconmanmu: (hepMepcKHe acCOIUaIysi, aCCOIHAINS
MIPOU3BOIUTENICH arpoOu3HEca, TOPTrOBBIC MANIATHI, ACCOIHAIIHS
YIaKOBOYHOW WHIYCTPHsI, ACCOIMAIINS MTEPEBO3YNKOB, aCCOIHAIIUS

TPAHCTIOPTHHUKOB, aCCONMAIUS TIPOU3BOAUTEIICH 000y IOBaHUS, U T.JI.
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NpPoOU3800UMEIIS

+/- EcTb npoayKkums, BblpalleHHas

Ha BbICOKOIo Kka4yecTtBa, HO
BbICOKOE Ka4yeCTBO NU3MEeH4YNBO

+/- [Npuemnemas 6nmM30CTb K

€BPOMNENCKUM pPbIHKaM
OTHOCUTENBHO BbICOKasA
cebecToMmMocTb Ha eBponenckme
PbIHKM

+/- Hunskas cebectoMmMocTb
paboyen cunol

—+

Hu3kas npon3BoanTenbHOCTb
XopoLume OCHOBHbIE HaBbIKU

+/- Ce30HHas npom3BoacTBO/

Ce30HHbIN umMnopT
CoOCTBEHHOCTb Ha 3eMIo
MeHdeTcs

+/- OcHoBHasi nepepabaTbiBatoLlas
TEeXHONorMsi NPocTa, HO ycTapena

+

+

—+

WHBecTuposanu B oby4eHne
MOCTaBLLMKOB
MHBecTmpoBanu B
cneumanbHoe obopyaoBaHue
MHBecTmpoBanu B obyyeHne
paboTHMKOB

OcHogHoit — HU3KUW/CPEOHUN

PA3BUTbIN- CPEﬂHVIVI
Source: IME and JAA

EpMJZJZMClHWl EOJZZClpCKOZO nuue6oco

+ CTpaTerusi BbICOKOKa4eCTBEHHOM NpoayKLnmn
+ HaxoauTb KOHEYHbIX ONTOBUKOB

+ VIHBeCcTMpoBaTb B NPOM3BOAUTENEN Yepe3 KOHTPaKTbI
N TPEHWHIU

+ NHBecTMpoBaTtb B 06opyaoBaHue, obydeHne nepcoHana

+ PaboTtaTb C ynakoBOYHOW MPOMBbILLIIEHHOCTbIO

+ CnocobHOCTb BNagenbLeB OTCNeXnBaTb/BeCTH
PbIHOYHbLIE NOTPEOHOCTU

+ O pekTMBHOCTL MacuTaboB Npon3BoaCTBa

BbICOKas

Ctpaterus

/

T

dakTopb! |«

™~

'

>

Knactep

™~

Cnpoc

/

- XOpoLnn BHYTPEHHNI CNPOC, HO

Bornee HM3KOro kavyecTea

- BHyTpeHHMI1 Ka4eCTBEHHbIN PbIHOK

orpaHuyeH

+ BonbLUOM BHELLHWI PbIHOK AN

KadyecTBa 1 gudepeHumnaumm
BHyTpeHHuin - HU3KUA
BHewHui - CPEOHUA

+/- TpaHCNOPTHbLIN CEKTOP OTHOCUTENBHO 3PAEKTUBHBLIN. MeCTHble cTaH4apThl
MO Ka4yecCTBY He XeCTKune
+ CraHgapTbl EBponenckoro Coto3a no kayecTBy He XeCTkue

+/- lNMponsBoguTenu cnocobHbl Ha BbICOKOE KadecTBO. HM3Koe kayecTBo no
ynakoBKe U MapkmpoBaHunto. OTHOCUTENbHO HU3KWUI YPOBEHb Pas3BUTUSA
POACTBEHHbIX Ccdep NMPOMBbILLIIEHHOCTU
/- KOHTaKTbl NO 9KCMOPTHLIM NOCTaBKaM 1 pasMeLLeHnto CTabunbHbl Ha KOPOTKUI
CPOK, N MeHblUe AN BHYTPEHHUX Npoda, TO CUTyaums nyyie

+/- KnacTtep npon3BOACTBO ynyylwaeTcs MegfeHHO, CBA3U TONbKO HapacTalT

HU3KUN

J.E. Austin Associates Page 24



Coaep:xanue

1. TMpuHUENbI U UHCTPYMEHTHI
KOHKYPEHTOCNOCOHOHOCTH

2. lMpe3eHTauns NHCTPYMEHTOB
KOHKYPEeHTOCNOCOBHOCTU - [pakTnyeckune
npuMepsl CO BCEro Mupa

3. PelneHne BONpoOCOB KOHKYPEHTOCNOCO6HOCTH
C 3 uHApycTusiMM B MoHronuu

4 TlpMeHnMa N KOHKYPEHTOCNOCOHHOCTL B
KbiprbiCTaHe 1 BaweM nHaycTtpum?
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Coaep:xanue

1. TMpuHUENbI U UHCTPYMEHTHI
KOHKYPEHTOCNOCOHOHOCTH

2. lMpe3eHTauns NHCTPYMEHTOB
KOHKYPEeHTOCNOCOBHOCTU - [pakTnyeckune
npuMepsl CO BCEro Mupa

3. PelwleHne BonpocoB KOHKYPEHTOCMNOCOOHOCTH C 3
NHAPYCTUSAMN B MOHronum

4 lNMpuMeHMMa JZIM KOHKYPEHTOCNOCO6HOCTDL B
KbiprbicTaHe u BawueM nHaycTpuun”?

J.E. Austin Associates Page 26



=

% @ HUucmpymenmur cmpamezuu

T

[lnarHocTuka:

SWOT, GAP, n 1.4.
B UHuumnaTtuebl no

BHeOpPEeHUIo

CTOoNMOCTHbIE LernoYvkn
e [lenctBue A

B
KoHKypeHTHoe ° .D,GICICTBI/IG B
NO3MLMOHNPOBaHME . ,D,el/ICTBI/Ie Cur.n.
5 B

Diamond Analysis

CtpaTterus
KOHKYPEHTOCMOCOOHOCT!

J.E. Austin Associates
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Vnpaenenue pa3pb16?M/vu\
D e R
P
pe—

J.E. Austin Associates Page 28



Yanas npoMbllieHHOCTH L pu-JIankn— aHAIU3 IPOCYETOB

LLipu JlaHKa

MupoBbie nugepbl
Yaun
YnakoBKa BbICOKOI'O
BbICOKOIO KauecTBa
KayecTBa (penko
MECTHbIWN)

KoHeuHbINn
npoaykrt/
cepBuUC no
yrnakoBKe

NMMupx mn
obecneueHune
TOProBom
MapKou

OencTBua no
YNyULUEeHUIo
yNaKoBKH

KoHeuHbIn
npoaykrt/
cepBMC No

3aKOHbl U3MEHEHDbI,
yTOo6bI CAenaTb
BO3MOX>HbIM
CTaHAapTbl/ayKLMNOHDI

/nr.a.

NaKoOBKe

v

YnakoBka u

3TUKETUpoBaHue

C YKa3aHueM
ocobeHHOCTH
TOBapa

J.E. Austin Associates

Bbicoko-
KayecTBeHHoe
PacnpocTtpaHeHu

Page 29



Y10 TaKoe KOHKYPEHTOCITOCOBHOCTh ?

ITapagurMa HOBOM KOHKYPEHTOCIIOCOOHOCTH

IHomuTH4YecKue, MPaBOBbIe I MAKPOIKOHOMHUYECCKHE

KOHTEKCThI

| KauecTBeHHBIN KauyecTBO '
YPOBEHb < > MHKPO- ,
ynpaBJieHUs 3KOHOMHYECKOI0

' KOMIIAaHMEH U Ou3Hec-

+ee cTpareruu OKPYKEHUA

MHUKPOIKOHOMUYECKHE OCHOBBI

Hcmounux: Maiikin [Toprep, 1998
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VV VY

Y10 TaKoEe KOHKYPEHTOCITOCOBHOCTD ?

Bect 3(p(peKTUBHBIN THAJIOT

HES®OOEKTUBHO

NHamBuayanbHag
KOMMaHus

»Kanobbl “oanH-Ha-oanH"

YnpaBneH4YeCcKn
YPOBEHb

“HepHble” CnnucKu
HenocTtoBepHble AaHHbIE
YCcTynku

[1POTUBOMNONOXHbIE
CTOPOHbI

YV V V VYV V A\

A\

JDOOEKTNBHO

NHaoyCcTpuanbHbie
KnacTepbl

BcecTopoHHee BnaeHume
CTtpaTerus
[TpyopunTeThI

[1aHHble N aHanNu3

B3anMHas
OTBETCTBEHHOCTb

OpaHa CcTopoHa “ctona”

J.E. Austin Associates Page 31



TUNUYHBIE TEMBI 1€eUCTBUU

> PbIHOYHbIM AOCTYN

» PbIHOYHasA NMpPO30pJSIMBOCTb

» I3MEeHeHnn NONUTUKU

» MeHemaXMEHT CeTbI0 NMOCTaBOK

> NMnpxk n cHab)xeHmne ToproBon Mapkou
» CTaHpapThl

» Knacrtep nHeectuumu

» Paboyas cuna — cepTudukaumsl, HaBblKM

» COTpyAHUYECTBO MeXAY NPOU3BOAUTENIEM —
MapKETOI0roM

» NHBecTuumnm B TeXHOMNOMUIK0

J.E. Austin Associates Page 32




Ilouemy 310 padoraer?

YV V V

YYaCTHUKN 3HAIOT NOBECTKY AHS
AKTUBHOE NUAEpPCTBO; BUAEHME

Bbicokoe none BuaeHns— Hepa3aeneHHbIn,
6onbLLIM NNpor

BuaeTtb nonb3y— HeKoTopblie npobiemsl
MOryT ObITb OCTAHOBJ/IEHbI Ha KNacTep
YPOBHE

He Ha 06MeH 3a AOHOPCKYIO MOAAEPKKY
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Cnacub6o
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Be0-caiiTel [IpoexkToB 10 KOHKYPEHTOCIIOCOOHOCTH

> HOro-Bocro4yHas A3us:
» Wpu-JlaHka :

» bonrapus.

» MOHronusa:

www.seasia-strategy.com
www.competitiveness.lk
www.competitiveness.bg
www.tcimongolia.org
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The Celtic Tiger
By
Dr. Garret Fitzgerald



Why Ireland’s Recent Growth Rate

Has Been Higher

Than In The Rest of Europe

Dr. Garret FitzGerald




Sources of High Growth

I. Exceptional Short-Term Labor Supply Factors

Il.Long-term Labor Demand Factors

I11.Related Labor Productivity Increases

IV. Impact of Work-Force Growth on Dependency
Ratio, And Thus on Per Capita GDP.




1922 to 1957
First 35 Years Of Independence
Inward — Looking Protectionist Policies |:>

Slow Growth and High Emigration

Policy Reversal
a. Moves Towards Free Trade
b. Freeing Up Foreign Investment
c. Low Corporate Tax




1973 EU Membership

Benefits: Price And Market Access Boost to Agriculture
EU Structural Funds For Infra-structural Investment
Access To Continental EU Market For Manufactures

1979-1982
Economic Crisis

1982-1989
Turn-Around




1953-58(Stagnation) 1958-72(Reform)  1972-81(EU Entry But 1981-86(Domestic 1986-93(Recovery 1993-2001
Two Oil Crises) Financial Crisis) But German
Reunification)




1. Temporary Exceptional Supply Of Labour

2. High Demand For Irish Labour In Ireland,

Taking The Form Of Extensive Foreign
Industrial Investment

and Thus on GNP Per Head.

U

4. High Productivity




60%0 More 18-Year-Olds Than Elsewhere in Europe
Irish Birth Rate Peaked In 1980. In late 1990’s, The Proportion Of
18 Year-Olds In The Population Has Been Almost 2%, Much Greatel
Than 1.2% Average In The Rest Of The EU

Exceptionally Large Pool Of Unemployed

Since 1993 Irish Unemployment Has Dropped by over 12 percentag
points, as against less than 3 points in the EU

Large Number Of Women Still At Home, But Anxious To Wor
The Proportion Of Women Aged 15 to 64 In Employment Rose By
40%, viz., 6 to 7 Times Faster Than In The Rest Of The EU

Many Emigrants Anxious To Return
In the past 5 years, net immigration of 25 — 64 year-olds has been

adding over 1% each year to the Irish workforce .




Conclusion:

Since 1993, The Cumulative Effect Of
These Four Labour Supply Factors Has

Faster Rate Of Employment Growth.

(Four Times Greater In The Past Three
\CELS))




Age Breakdown of Estimated 3,839,000 Population in 2001

Population by
Age Group —
2001 Estimates




Future Availability Of
Work-force:
Population Under 25
In Year 2010

Source for Ireland Figure
(CSO 18.6.2001)




1958 1973 1979 1986 1993 2001
Year

1973 1979 1993 2001
Year

OMarried
Women

Owidows

Osingle
Women

Osingle
Me n

O Adult
Depende
nts

O cChildren




e ey
Ratio
1958 1,088 1762

1973 1.048 2026

1086 1,092 2 451
1993 1151 2 322
2001 1,647 2,192




4.

NATURAL ADVANTAGES
Part Of EU Market

English Speaking

Favorable Climate For Investment

Welcoming Public Opinion
Public Opinion By Merit Only
Bribery Almost Unknown

Low Social Costs — By Comparison With
Continental EU Countries




B. CONSISTENT APPLICATION OF KEY POLICIES

1956 | Low Corporation Tax
1959 | Priority for Industrial
Promotion

1968 | Expansion of Education
! 0000000000000 ]

1982 | Fiscal Rigor




POLICY DECISIONS

1. Low Corporation Tax

1957

1960
1973
2003

50% Reduction In Export Profit Tax
Abolition Of Tax On Export Profits
10% Tax On Industrial Profits
12.5% On All Corporate Profits




2. Priority For Industrial Promotion

Well-financed, Specialised, Business-Oriented
Organisation:

Industrial Development Authority (IDA)

Functions: arch, To ld / Future Key
Sectors, Promotion, Through 14 Offices World-
Wide; Construction Of Industrial Premises;
Grants for Liaison With Education And Training
Bodies; Grants for: Employment, New Skills And
Technologies, Training, Expansion, Research&
Development, Modernisation, Innovation.




IDA Has Attracted:

<Pharmaceuticals (9 out of 10 US major
multinationals)

=Chemicals (Including Viagra)

eElectronics

<Computers (supplying 1/3 of all Europe’s needs

=Software (World’s largest exporter in 2000)
eFinancial Services (Dublin IFSC)
eTele-centres & Back Offices

IDA Secured Ireland since 1993 Over 20%bo of
All New US Investments In Europe 17




3. Educational Expansion
1968 — 2000 Almost All Private Education Made Free

a. Second Level Expanded Four-Fold : School Leaving
Exam Participation Up From 21% to 82%

b. Higher Education Expanded Six-Fold, Made Free Six
Years Ago, 50% Now Enter, Plus 3% to UK
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Public Expenditure on Education as %o of total Public
Expenditure by level of education (OECD, 1999)

Country * Total % All levels Primary | Tfrtiary %
- _ ) e _ N ~ Secondary % - _ )
| Ireland | _ 135 _ | _ 9.0 e e _
| T | | —er | | mmmm| | | mEmn |
| ,France,,: - | _[[E8 [F N - i - o B
| ,Germany,: U = [ ¥ N | - - S
1 _»Netherlands; s | e | L v S
_>,Spain,; >;,12.8,777 >7_,9.3J,77 | T
- a | | (e | =
1{, USA E iy . [momm] | i
15”15%’? ——— :m:‘ —— 7.8 ‘,, L | Sl12 =—




4. EU Accession
Application July 1961
(Vetoed with UK 1963 & 1967)

Review Of Viability Of In
Anglotri
Accession 1973

Tariffs and Quotas Gone by 1977
So: 16 Years Preparation




5 Fiscal Correction

a. Fiscal Crisis 1971 to 1982
1974 — First QOil Crisis

1977 to 1981 — Over spending, Taxes Abolished
1979 — Second Oil Crisis

Result : Borrowing towards 21%6 of GNP

Fiscal Correction 1981 to 1989
Three Electi
Inflation Down From 21% to 3%
16% Deficit In BOP eliminated
Unprofitable Public Investment Slashed
Borrowing Rate Down To 10% of GNP
1987 to 1989 (Successor Government)
Current Spending Cut
Borrowing down to 2% of GNP




Current Expenditure

= Capital Expenditure
Current Revenue
m Net Borrowing

1971 1982 1996




6. Social Contract
1987 to 2000 — Five National Agreements:
Government, Unions, Management

ation In Exchange Fo
Personal Taxation and Improvements In Social
Provision




Influx Of Foreign Firms Mainly From

The United States In:

Chemicals,
Pharmaceuticals,
Healthcare,
Electronics,
Computers and
Software




Manufacturing Employment

Irish-Owned 179,400 126,100 50.8%
Firms

US-Owned 74,800 30.1%
Firms

Other Foreign = 47,500 19.1%
179,400 | 248,350 | 100%







€ 2001 Bn:

Ireland has more than doubled exports in the period of 1995
to 2000 while also being able to maintain a trade surplus.




Balancaofdirade’ (EBn.

Year Imports Exports Trade
Surplus

28 480 38 609

32,863 44,868

1998 39,715 57,322 17,607

44,327 66,956 22,629

55,860 83,810 27,950

2001 57,105 92,269 35,164




Annual Increase 1993 to 2001 : 4%0

Impact Of Foreign Investment

1. Change In Industrial Mix Towards High-Tech

2. Tran erO V A \VVO -Pra ice O

3. Spin-Off Effect: New Irish High-Tech Firms

4. Impact of Foreign Firms’ Purchasing On Domestic Firms




Employment legislation in Ireland governs a few crucial and basic areas. Statutory leave has been increased gradually
over the last number of years in Ireland and now the statutory minimum is 4 weeks per annum.




B. Privatisation
Still State-Owned Monopolies :
Airports, Rail and Bus Services and Gas Distribution

With Partial Competition : Electricity

With Competition : Air transport,Hotels, Banking for

farming & Industry, Nitrogenous fertilizers
Already Privatised :
Steel, Shipping, Telecommunications, Life and General
Insurance, Dairy Products, Sugar & Industrial

Alcohol.
These measures, together with introduction of competition with a
number of other State Enterprises, have increased the
productivity in the indigenous sector.




Country

Ireland has a competitive wage
environment. A series of wage
agreements between employers and
employees ensure that wage inflation

is low. A recent study of salary costs il
Finance & Administration shows
Ireland to have the lowest costs in all
job categories of the 5 European
locations surveyed.

Total Hourly
Compensation costs in €
For production workers in
Manufacturing



Since 1993, employment has risen by 5.3% a year,
and even with hours worked falling by 1.2% a year,
available labor supply has risen by 4% a year.

Labor productivity (output per worker hour) has
risen by an annual 4%. Average output growth
since 1993 has been 8.2% a year.




Actual Forecast
(1993 to 2001) (2001 to 2007)

Annual Growth Total Increase Annual Growth
Nos. at Work + 4.6% + 44% +1.4%
Hours per worker -1.1% -8.7% NA
Total Hours Worked + 3.5% + 32% NA
Output per Worker hr + 4.2% +32% +2.4%

Total output growth since 1993 has been 7.8% a year




_ Actual 1993-2001 Forecast 2002-2007
b e les

Nos at +4.6% +2.2%

Work

Hours Per 1% NA NA
Worker

By - ¢ ¢ |
Output per +4.2% +39% +2.8% NA

Hour

TOTAL +5.0 +28

Output per +3.2% +27% +2.8% +15
Worker 38




years, Ireland’'s
performance has

(International
000). The ave
annual rate of

has been 7.8%6 over
the 8-year period
1993 - 2001
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The richest countries in Europe in terms of GNP
per head are Luxembourg (not shown on the chart)
Denmark, Belgium, Netherlands, and Austria.

By 2001 Ireland, (which as late as 1989 had a level of
GNP per head less than 60% of that of the rest

of the EU and now slightly surpasses the EU average),
attained the EU average level of GNP per head,

with a figure slightly above that for France and close to
those for Germany, Italy and Britain.




Actual
(1993 to 2001)

Annual Growth Total Increase
Growth

Personal Consumption + 6.5%

Population Increase +1.0%

Consumption per head  +5.5%

Consumer Price Index + 2.9%

Forecast
(2001 to 2007)

Annual
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Since 1993 Irish living standards have been rising by about
6%06 a year - more slowly than the increase in GNP per head.
This reflects a growing diversion of resources to
investment. The result of this considered policy has been
to produce a situation where, in contrast to its relatively
favourable situation vis a vis other EU countries in terms of

GNP per head, Irish living standards are still at the bottom
end of the EU scale 23V V|rtue of |ts Iow Ievels of

having a Ievel of GNP per head only fractlonally hlgher
than that of Ireland - has the highest level of private
consumption per head in Europe - one-fifth higher than in
Ireland.




The British invest one-third less per head of population

than the Irish, and Italy’s living standards are one-sixth
higher than those of Ireland because its investment per
head is more than a quarter below that of Ireland.

So, in both Britain and Italy, living standards are high, but

at the expense of not plannlng adequately for the future
ertainly i 7 e 2

inadequate mfrastructure attributable to under- mvestment.

In the Irish case money is being put into developing

infrastructure for the future, but at the cost of slower

growth in living standards in the meantime.




Ireland’s GNP per head in the first half of the 19t century
was amongst the lowest in Europe - at about the same level
as in Turkey’s Balkan Empire, and two-thirds below that of
Vietham to-day. As explained earlier, post-Famine

emigration and land reform helped to raised Irish output per
head, and further progress, especially in recent times has no
raised Irish productivity to-day to almost thirty times the
level of 170 years ago.

In the present recession Ireland, like the rest of Europe, is
being adversely affected, and because some high-tech
sectors of industry, e.g computers and software are
particularly badly hit, Irish growth will be low or even
negligible this year.




But because the Irish labour supply, although growing much
more slowly in future, will still be increasing faster than in the
rest of Europe during the decade ahead, and because Ireland
will still attract high-tech sectors, its growth should remain

above the EU average level during this period - bringing Ireland
to the top end of the EU per capita GNP table.

However, because a high proportion of GNP will continue to be
allocated to investment, Irish living standards will remain below
the EU average level for some time to come.




Whilst Ireland’s rapid growth of output owed much to an
exceptional labour supply situation, its rapid increase in GNP per
head derived primarily from two other factors:

A. A very high rate of growth of labour productivity
caused by:

i. Growth of high-tech industries through attraction
of industrial investment

ili. The education factor, including:
Gradual substitution of young well-educated
workers for under-educated retiring workers

iv. (Not very well-handled) privatisation of inefficient
state industries

B. Movement of dependents (and under-employed) into
work-force - thus rapidly reducing the dependency ratiagyg




Domestic Problems And Risks

a. Infrastructural bottlenecks like housing and transport
b. Imported Inflation — low Euro value

c. Excessive pay increases

d. Pressure for excessive tax cuts?

External Risk
US recession impact on US investments
and output/exports of US firms
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Practical Experiences and Results

Budapest, March 26, 2002

Kevin X. Murphy
President J.E. Austin Associates
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Presentation Objectives

» Present Practical Tools

» Provide Examples of Strategies

» Examine the Results

» Discuss Relevancy to Region

J. E. Austin Associates The Competitiveness Initiative — USAID sponsored project Page 2



Competitiveness as a Development Tool

» Poverty Alleviation = Economic Growth

» Sustainable Economic Growth =
- Macro-Economic Environment
- Legal and Institutional Reforms
- Industries That Upgrade
- Industries That Reposition Themselves

» How To Achieve Leveraged Impact?

J. E. Austin Associates The Competitiveness Initiative — USAID sponsored project Page 3




Cluster Formation = Diagnostic Tools

e VALUE CHAINS

« MARKET SEGMENTATION

e RELATIVE POSITIONING

e GAP ANALYSIS

 STRATEGY == ACTION INITIATIVES
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1. VALUE CHAINS
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VALUE CHAINS:
Columbia Experience

Colombia Cut Flower Value Chain

Net Revenue Per Rose Stem for Each Component of Value System

180.0
160.0 T 154.2
1400 +
1200 t
US. 1000 +
Cents
80.0
600 T 51.4
14.6 23.4
200 + ' 17.0 T, 25.7
24 6.4
Grower Air Freight Broker Ground Wholesaler Retailer
(Bogota) (Bogota- (Miami) Transport (Boston) (Boston)
Miami) (Miami-
Boston)

Source: Interviews in Mexico, Colombia, Miami, Boston, Monitor Analysis
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B Vatue Chin Applied to Mongolian Meat Industry
. ain Applied to Uid‘i.e_n‘ an at Industry
g \M«. | ‘ | A ‘g‘J ) ‘ ‘

MONGOLIA: Cash Flow per KG of Meat
for Each Component of the Value System

2500.0

2000.0

|
1

1500.0

1000.0

|
1

500.0

0.0 | N

Herder Slaughter Exporter Processor Wholesale Retail

Example of Meat Processed Into Sausage Sold At 2000 Tugriks/kilo
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PART 3: International Experience on National
Competitiveness Building: Cluster Development

T
VALUE CHAINS:
Mongolia Experience

Mongolian: Forward Integration and Increased Production Processes
Produces More Incomes = Savings = Investment

Frozen Carcass

Herder Slaughter Exporters Exports to
House Traditional Market
Freight
T 290 T 410 T 281 Economy =T 981
Herder Veterinarian Slaughter ~ Processors  Exporters Processed Meats Exported
House To Demanding Markets

Meat Packaging  Marketing

Inspectors  Labeling Firms Earnings to
Freight Economy =T 1605
Forwarders
T 290 T 30 T 480 T 500
T 305
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VALUE CHAINS:
Mongolia Experience

Mongolian Cashmere Industry: Value added per
KG of Cashmere for Each Component of the Value System

140.0

USH
120.0 +

100.0 +

80.0 A

60.0 A

40.0 -

20.0 A \—‘

OO _. ! ! ! ] ] ]

Herder Wash & Spinning Knitting  Wholesaler Retailer Label
Dehair Boutique
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2. MARKET SEGMENTATION
AND CUSTOMER PROFILING
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Market Segmentation: Coffee Industry

UGANDA: BANCAFE

10

gilions © ] 1 SPecialty

of ¢ | I Commercial
Dollars

1980 1985 1990 1995 1997

¥

While commercial coffee consumption stagnated, specialty coffees boomed

SOURCE: Specialty Coffee Association of America, Merrill Lynch
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Customer Profiling: Mongolian Tourism

Source:
Tourist Mongolian Tourism Industry Monitor Company
Segments .
" ,, Marketing Tools
Nature- ‘\\‘\ ,',lfl'
! 1 ! - . .
Adventure | % Channel ',':I'I Familiarization
\\\‘ ' Trips
s " Travel ,’"I
un- oy / _
Rl Agents / Recommendations
\ - o
Sand \\\;\‘ \\}\‘ Nature-Adventure " b from others
\“\‘ \}‘\‘ Segment ,'{" - N o,
) el 0] pecialty
Cultural b Y Tour Trade Shows
Historical \}‘\‘ " All Out K2 Operators
Sightseeing o \‘;\‘ ’/I'I' o L Direct Mail
\‘\\‘ \“ lll, ,,I/ _——T_m_ =
vy ’4 //,I Aff H .. .
o, A Inity Advertising in
. y/ .
Mystical W% | Budget ,I/{’ o Groups Magazines
o i
[\ [ ’ i .
W o' 1,4’,' Films/Books
p¥ : o Direct
Archeological “‘\\ Quality 3 Customer Oth
g w| Thrills | 4 | | thers
7
w /I/II

- 4 : :
Profiling a sub-segment helps a company or an industry to improve customer
learning and make strategic choices about who to serve and how to reach them

J. E. Austin Associates The Competitiveness Initiative — USAID sponsored project Page 12



b ARSI S e |

3. COMPETITIVE

POSITIONING
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Competitive Positioning: Mongolian Cashmere

Mongolian Cashmere Industry

Cashmere and Cashmere Garment Exports

Cashmere
garments Italy
China
Scotland
Product ; :
Scope
Cashmere exports
|:| Raw cashmere
. . Washed/Dehaired
Mongolia D Yarn and cloth
Raw [ carment
Cashmere ani
Low cost Differentiation

Mongolian cashmere is a competitive product in its raw form, but it
competes in the same mass market segment as China, a bigger producer.
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4. GAP ANALYSIS
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Mongolian Tourism Industry Initiatives:

Cooperation Increases Efficiency

O Typical 10 Day Itinerary
Eﬁ\lﬁgol Dayl UB
UB Day 2  Hovsgol
O Day 3  Hovsgol
Day4 UB
o Day 5  Karakorin
_ Day6 UB
Kharakorin Day 7  Gobi Desert
Day 8  Gobi Desert
Day9 UB
Day 10 Departure
Vacation Days =5
O Flights = 6
Gobi Desert
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RATEGY/ ACTION INITIATIVES:
ongolia Experience

Mongolian Tourism Industry Initiatives:

Cooperation Increases Efficiency

Hovsgol
O_ Nuur
UB
O
_ O
Kharakorin

Gobi Desert O

Typical 10 Day Itinerary

Day 1
Day 2
Day 3
Day 4
Day 5
Day 6
Day 7
Day 8
Day 9

UB

Hovsgol
Hovsgol
Hovsgol
Karakorin
Karakorin/Gobi
Gobi Desert
Gobi Desert
uB

Day 10 Departure

Vacation Days = 8
Flights = 4
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9. STRATEGIC
REPOSITIONING
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Sri Lanka: Exports of Rubber and Rubber Products

Exports of Sri Lanka Rubber Products

(Source: Sri Lanka National Statistics)

- Rubber

Products e

100

N /
S ) e

T~ // / Natural
// Rubber

. obe B Rubber products ||
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Strategic Action Initiatives: Gems and Jewelry

Sri Lanka: Exports of Gems and Jewelry

Opportunity: Build Complex Exports

Avoid Over-Relying on Basic Factors

Sri Lanka Exports of Gems and Jewelry
(Source: Sri Lanka Industry Statistics)
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m jewellery

100 O diamonds
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40
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J. E. Austin Associates The Competitiveness Initiative — USAID sponsored project Page 20



Strategic Action Initiatives

Sri Lanka’s Gem and Jewelry Industry Initiatives

Certification = 20% Increase in Value

Design Alliance with leading overseas designer

Survey of Sri Lanka's gemstone deposits

Establish a gemstone laboratory with an overseas alliance
Establish a CAD-CAM center for the industry

Establish a web portal for the gem and jewelry industry
Improve designs through alliances with top design schools overseas
Improve training and design schools

Education programs to create discerning Sri Lankan consumer
Develop a good Market Intelligence Service

Improve gemstone cutting qualities

Promotion along with the tourism sector; targeting the tourist

VV YV VYV YV VYVYVYYVYVYY
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Strategic Repositioning: Tea Industry

100% -

90% -

80% -

70% -

60% -

50% -

40%

30%

20%

10%

0%

Sri Lanka: Exports of Tea

EXPORT OF SRI LANKAN TEA BY CATEGORY

_-----...l.:

1987 1988 1989 1990 1991 1992 1993 1994 1995 1996
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RATEGY/ ACTION INITIATIVES:

I Lanka Experience

Sri Lanka’s Tea Industry Initiatives

» Market Oriented R&D Center: Privately managed and self-
funding to cater to industry demand. To take the forefrontin
creating new products (health related & alternative applications)
in keeping with global demand trends.

» Market Intelligence Unit: Continuous gathering and
dissemination of tea-related data from domestic and foreign
sources. A one-stop-shop for customer intelligence and trends
on a country, regional and global basis.

» Information Missions: To US market by primary industry
contact for promotion (Director, Tea Promotions Bureau). Cluster
Coordinator and key industry personnel to visit major tea
consuming markets to gather retail information, new product
opportunities, market entry barriers, value chain & distribution
info etc. (cont’d)
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RATEGY/ ACTION INITIATIVES:
| Lanka Experience

Sri Lanka’s Tea Industry Initiatives (cont’d)

» Collaboration with Printing/Packaging Sector:

- Task force in implementing collaborative initiatives between
the Tea Industry and Packaging Sector in accessing
sophisticated high value markets.

- Capacity report to be done by the Packaging Sector to be
disseminated amongst Tea Industry players.

- Incorporation of vacuum packaging at all levels of
manufacture/ processing to produce consistent quality in
end product.

» Logistical Tracking Systems: Set up at individual firm level to
monitor passage of goods from the estate to the end user.

» External Educational Programmes: For the producer sector
through existing training facilities such as PIM, NIPM, NIBM etc.
Possible computer link up to classroom lectures.

» Industry participation/presentation at specialty tea events.
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RATEGY/ ACTION INITIATIVES:
ngolia Experience

Mongolian Tourism Industry Initiatives

» Business

- Understand market segmentation, industry trends, and
marketing channels within tourism industry

- Develop innovative products and packaging and improve
the quality of marketing

» Government
- Preservation of natural and cultural heritage
- Regulation of safety issues
» Area for Cooperation
- Address transportation constraints, particularly in aviation
- Promote “Mongolia” as a tourism destination

J. E. Austin Associates The Competitiveness Initiative — USAID sponsored project Page 25



RATEGY/ ACTION INITIATIVES:
| Lanka Experience

Sri Lanka’s Tourism Industry Initiatives

» Ecotourism: Pilot project to develop a world-class eco-lodge
within the buffer areas of Sinharajah rainforest - establish a model
for conservation of buffer zone areas. The ecolodge will be the
first in a network of high quality options for ecotourists.

©® Study trip to Sabah in Malaysia

® Formation of team to develop the lodge to ensure standards
and instant international appeal by bringing in international
conservation NGOs and other experts.

® Forming of ajoint holding/management company to bring
together industry players in ownership and investment.

©® Establish policy framework for implementation of similar
projects

» Cruise market: Develop specialized cruise facilities to service
smaller high end cruise vessels of 10,000 tons and under. Key
source market being Indian travelers from ports of Goa and

Cochin. (Cont’d)
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RATEGY/ ACTION INITIATIVES:
| Lanka Experience

Sri Lanka’s Tourism Industry Initiatives (cont’d)

» MICE market: Develop this industry initially on the regional level
with focus on small meetings from India/Pakistan.

® Organisation of a “round table” forum in New Delhi to discuss
opportunities for Indian businesses interested in investing in
this industry by establishing a hub/base in Sri Lanka.

» Sigiriya Sound & Light Show: A pilot project to upgrade a unique
highly visited cultural heritage site. To be managed by a
public/private joint venture company.
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Competitiveness Building: Competitiveness Councils

FIVE COUNTRIES AND THEIR COMPETITIVENESS RANKINGS
FOR MOST RECENT YEARS

Country Name of council Established by Date 208 —\.NEF 20007 —I.MD
Ranking Ranking
United Competitiveness Policy | Omnibus Trade and 1988 1 1
States Council (CPC) Competitiveness Act of
1998
Ireland National Partnership 2000 1997 5 7
Competitiveness Agreement
Council
Singapore | Committee on Directive of the 1997 2 2
Singapore’s President of Singapore
Competitiveness (CSC)
Hong Kong | Hong Kong Official Statute 1967 8 6
Productivity Council
(HKPC)
Malaysia National Productivity Act 408: National 1966 25 29
Council (NPC) Productivity Council
Incorporation Act
J. E. Austin Associates The Competitiveness Initiative — USAID sponsored project Page 28



Building Effective Private-Public Partnership

LESSONS FROM SRI LANKA:

8 INDUSTRY CLUSTERS PRESENTED STRATEGIES

PRIME MINISTER EXPANDING APPROACH TO 15
CLUSTERS

NEW GOVERNMENT ACTING ON POLICY ACTION
INITIATIVES OF INDUSTRY CLUSTERS

“STRATEGY DRIVES POLICY”
“CLUSTERS LEAD”
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LESSONS FROM CROATIA:

CROATIAN COMPETITIVENESS COUNCIL 2002

NATIONAL COMPETITIVENESS COUNCIL 2002

J. E. Austin Associates The Competitiveness Initiative — USAID sponsored project Page 30



Implications for Europe and Eurasia

> Is 1t relevant?

» Is there receptivity among leadership?
» Who should be involved?

» Are there “champions”?

J. E. Austin Associates The Competitiveness Initiative — USAID sponsored project Page 31



THANK YOU
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A Model for Enhancing National
Competitiveness:

Lessons from the United States



Competitiveness

AN ECONOMY'S ABILITY TO PRODUCE GOODS
AND SERVICES THAT MEET THE TEST OF
INTERNATIONAL MARKETS WHILE ITS CITIZENS
EARN A STANDARD OF LIVING THAT IS

Prepared by Howard Rosen
MR 206, 2002 J.E. Austin and Associates



\Compeiitiveness:

Different I\/Ieaningsf\or\Different Groups

e Economy-Wide

e Industry Cluster

e Firm

March 26, 2002

Prepared by Howard Rosen
J.E. Austin and Associates

Sustainable lmprovement
In Standard of Livin

Capture Dominant
Position through the S
of High Quality Product

Long-run Growth in Profits
and Sales through Rising
Market Share



US Real Weekly Wages
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Prepared by Howard Rosen
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Productivity growth
enables wages to rise

without pushing up
Inflation



US Productivity and
Compensation

Average Productivity Growth = 3 percent

Average Compensation Growth = 3.5 percent

Prepared by Howard Rosen

HIEEE 28, 2002 J.E. Austin and Associates




Productivity

the efficiency by which an economy utilizes

Its natural resource, labor, capital and
technology

to produce goods and services



US Productivity Growth




ml Comparison of

Manufacturing Productivity Growth
1990 to 200
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Competitiveness Flowchart

SUSTAINABLE IMPROVEMENT IN
STANDARD OF LIVING

\
/ N

ECONOMIC GROWTH
through unemployment with employment growth /
INVESTMENT

Public: Private:

«Education *Plant

*Training *Equipment
*Training

eInfrastructure
RESEARCH AND DEVELOPMENT

SAVING Private:

Public: * Household
* Federal, State and local budgets -Corporate

Prepared by Howard Rosen
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Setting National Goals

Achieve GDP growth of 3 to 3% percent annually
Increase national investment by 4 to 6 percent of GDP
Increase national saving rate by 5 to 7 percent of GDP

Prepared by Howard Rosen

HIELTEL 28, 2002 J.E. Austin and Associates



Six Elements of a
Competitiveness Strategy

Educating the Future Workforce
Training the Existing Workforce
Creating High Performance Workplaces
Promoting Investment

Research and Innovation

Securing International Markets

Prepared by Howard Rosen

March 26, 2002 J.E. Austin and Associates



Sustainable improvements
IN productivity requir

long-term investments in physi

and human capital

Prepared by Howard Rosen

HIEEE 28, 2002 J.E. Austin and Associates



Investment iIn Human Capital

Education
Standards and Assessments
Math and Science

Training
School-to-Work Transition
Worker Training Programs
Skill Certification

Prepared by Howard Rosen

HENED 218, 2002 J.E. Austin and Associates



Investment in Physical Capital

Access to Capital

Low interest rates/ low inflation
Reduce budget deficit
Attract foreign Capital

Capital Allocation

Capital market reform
Tax policy

Physical Infrastructure

Prepared by Howard Rosen
MR 206, 2002 J.E. Austin and Associates



Investment in- Technology

Public/private support for R&D
Cooperative R&D
Manufacturing and Technology Extension

Skills to use new technologies

Prepared by Howard Rosen

March 26, 2002 J.E. Austin and Associates
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Management

Research and
Education

Prepared by Howard Rosen
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Productivity Outcomes

erformance Workplace

Skilled Workforce

Investment in Plant, Equipment and
New Technologies

Prepared by Howard Rosen

March 26, 2002 J.E. Austin and Associates



US Budget Deficit

Prepared by Howard Rosen
J.E. Austin and Associates

March 26, 2002



US Investment in Plant and Equipment

Information

Technology

Prepared by Howard Rosen

ML 206, 2502 J.E. Austin and Associates



US Investment in Information Technology

Prepared by Howard Rosen
J.E. Austin and Associates

March 26, 2002



US Investment in Computers

Prepared by Howard Rosen

March 26, 2002 J.E. Austin and Associates



US Labor Productivity Growth

Prepared by Howard Rosen
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Annex I1l: LIST OF PEOPLE MET
RUSSIA

e Dr. Alexander Auzan, President, National Project Institute — Social Contract

e Mr. Kevin Armstrong, Office of Business Development and Investment, USAID
Moscow

e Mr. Miroslav Nikokur, Rector, Director of Morozov Project, Adacemy of
Management and the Market

e Mr. Mixail Shishkin, Academy of Management and the Market and Morozov
Project

e Mr. Oleg Paramonov, Chief, Services quality deparment of regional agencies,
Russian Small Business Support Agency

e Mr. Paul Mulligan, Director, Office of Business Development and Investment,
USAID Moscow

e Mr. Raymond Lewman, Chief, Business Development, Office of Business
Development and Investment, USAID, Moscow

e Mr. Sergei Pustovor, Akademy of Management and the Market

e Mr. Valeriy Grushenko, Rector, Smolensk Institute of Business and
Entrepreneurship

e Mr. Veniamin Kaganov, Director, Institute for Entrepreneurship and Investments
and Academy of Management and the Market, Morozov Project

e Mr. Victor Ermakov, President, Russian Small Business Support Agency

e Mr.Neil Nathanson, Chief of Party, Integrated Business Services, USAID Project
implemented by CDC.

e Ms. Anastasia Ovsiannikova, Executive

e Ms. Brooke Isham, Director, Office of Economic Policy Reform, USAID
Moscow

UKRAINE

e Andrew Taylor, Managing Partner, Ernst and Young, FIAC director

e Bill Penoir, USAID

e Bleyzer Foundation: Mr. Victor Gekker, Director, and Ms. Yaroslava Chapko

e Dr. Olena Gerasymenko, Director of International Programs and Economic
Research Department, Ukrainian Chamber of Commerce

e European Business Association: Mr. Yuriy Petrus, Executive Director, Ms.
Oksana Stoianova, Health Care Committee Coordinator, and Mr. Mikhael
Yevtushenko, Technical Coordinator

e Institute of Competitive Society: Mr. Dmitry Lyapin, Vice President, and Ms.
Ksenija Lyapina, Projects Coordinator.

e Institute of Reform: Mr. Oliynyk Oleksandr, First Deputy Director, Mr. Marko
Dacyshyn, Deputy Director, and Ms. Tetyana Shvydko, SME Development
Expert



e Kyiv Chamber of Commerce and Industry: Mr. Mykola V. Zasulsky, President,
and Mr. Oleksandr Shorubalka, Vice President

e Mr. Andrei Vorobyov, Deputy Head of Secretariat, Government Agrarian Policy

Coordination Council Secretariat

Mr. Andriy Nesteremko, USAID/Kharkiv Partnership offices

Mr. Bohdan Senchuk, Business Policy Analyst, IFC

Mr. Darrin Hartzler, Senior Operations Manager, IFC

Mr. Marko Dacyshyn, Deputy Director, Institute of Reforms

Mr. Pavlo Sheremata, Dean, Kyiv Mohyla Business School

Mr. Peter Levine, Project Manager, Vice President, Financial Markets

International, Inc, USAID Project

e Mr. Rick Ernst, Support for Economic and Fiscal Reform (SEFR), USAID
Program implemented by DAI

e Mr. Stanislav Sokolenko, Chairman of the Board, UKRIMPEX JSC

e Mr. Stanislav Sokolenko; Chairman of Board of Ukrimpex and President of
International Market Support Foundation

e Mr. Victor Spiridonov, Executive Director of Ukrainian Association of Software
Developers

e Mr. Yaroslav Yurtsaba , BIZPRO

e Ms. Motria Onyschuk-Morozov, Corporate Governance Project Manager, IFC

e Ms. Oksana Panchuk, Deputy Director, American Chamber of Commerce in
Ukraine
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