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1. INTRODUCTION

Since the beginning of 2000s, economies which grow rapidly, attract a high portion of
direct foreign investments and has a rapidly increasing power of affecting the global economy,
have been started to be grouped in a different manner. Among these groupings, four countries
have attracted the attention which created high growth opportunity as a result of cheap labor
and accordingly a low production cost; attracted direct foreign capital investments, rapidly
increase their foreign exchange reserves and national income; and are less affected from the
economic crisis experienced (Narin and Kutluay, 2013: 31-32). Countries such as Brazil,
Russia, India and China eluded from other countries with this economic performance and
became a significant player of the global economic system. For that reason, these countries
were named as BRIC in 2001 (Giiney, 2017: 31). With an agreement reached with South Africa
in the October of 2010 and its invitation to the third BRIC summit organized in 2011, the BRIC
countries were renamed as BRICS (Harrison, 2014: 68).

According to the report published by Goldman Sachs (2003), the future of the world is
in the hands of BRICS countries. According to the report, in 2050, China will become the
biggest economy of the world, and India will become the third, Brazil the fourth and Russia
will be the sixth biggest economy of the world. In other worlds, in 2050, BRICS countries will
become very powerful countries that have a word to say in the global economic system. Also
according to Goldman Sachs (2003) report, in 2050, one of the countries that will have a word
to say in global economy similar to BRICS countries is Turkey. With the economic
performance Turkey has demonstrated in the last twenty years, it has approached to the
economic level of BRICS countries. For that reason, the idea that Turkey should also be
included in BRICS in addition to such countries as South Korea, South Africa, Mexico and
Indonesia, which are called the “emerging markets” due to their economic performances, has
been pronounced (Giiney, 2017: 31).

The expressions such as “they will prevail the global economy” and “markets face with
a challenge in stepping that growth” have been frequently used for BRICS economies and the
11 emerging economies which include Turkey. Together with this, the change that occurred is
not only the shift of the economic power from west to east. In a world where there is multipolar
growth, a more balanced distribution of the global economic power is witnessed (Serbetci and
Yardimcioglu, 2017: 109).

World Economic Forum describes competitiveness as “the set of institutions, policies
and factors that determine the level of productivity of a country”. In order to monitor the
competitiveness status of countries over this set, Global Competition Index has been calculated
at certain intervals since 1979 by World Economic Forum and updated continuously. Global
Competition Index was first developed in 2004 under the leadership pf Sala-1 Martin in
Colombia University and as finalized in 2008 by Michael Porter (Tiirkmen and Ayanoglu, 2017:
264).

2. BRICS-T COUNTRIES

The expression BRICS was first used in a report published in 2003 by Goldman Sachs,
an international investment bank, referring to the first letters of Brazil, Russia, India, China and
South Africa (Hiiseyni, 2017: 82). These countries are considered as the most rapidly
developing markets of the global economy. These countries bear many common characteristics
such as wide surface area, high population, high economic growth, high number of consumers
and opportunity to cooperate in many fields (Agir and Yildirim, 2015: 41).

What lies behind the growth of China are export and labour force, which is internal
demand and services for the growth of India, agricultural product and commaodity export for the
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growth of Brazil, rapid increase in global markets of the prices of energy and natural resources
that Russia has, and the raw material resources in the case of the growth of South Africa. The
fact that these five countries are the ones that are leading both in their regions and in the world
in various areas increases the importance of this group more (Kaya and Yalginkaya, 2016: 92).
In this regard, although BRICS countries are dependent upon different sectors, their economic
structures mainly rely on the primary sectors and foreign investments (Ersungur et al., 2017:
396).

Despite being in geographies that are far away from each other, BRICS countries and
Turkey are becoming closer to each other every day in the economic and political arena.
Globalization and technological developments lead the countries that are far away from each
other to engage in interaction with each other in economic, political and social terms. The
economic condition of any country, crisis, increase and decrease of financial markets, the value
of foreign exchange or domestic money increasing or decreasing, which seemingly relate solely
to the economy of that specific country, could affect other countries which are geographically
remote (Kili¢ and Dilber, 2017: 333).

2.1. Brazil

Brazil, which is included in the BRICS Countries representing one fourth of the GDP,
has the biggest surface area in South America and is the fifth biggest country of the world in
terms of population, is a country with comparative superiority with its agricultural products
(coffee, sugar, Portugal, cacao, tobacco) as a result of its abundant natural resources, livestock
products (meat, poultry meat), tree products (paper, paper pulp), minerals and metal products
(iron, steel and aluminum). (www.spk.gov.tr). Brazil, which is among the top 20 exporting
countries, is considered among countries that have high potential such as Brazil, Russia, India
and China. Together with this, it could not be said that Brazil reached to its current status in
the global economy quite easily. Brazil, which has overcome two years of crisis and political
uncertainty in its history, has come across various economic problems such as high inflation
and inequality of income, however, it has managed to overcome this period with the sound
macroeconomic policies that have been adopted in 1990s. Today it is included among the
biggest economies of the world (Agir and Yildirim, 2015: 42).

2.2. Russia

Russia, which is included in BRICS countries that represent one fourth of the global
GDP, is the widest country of the world with a surface area of 17 million km2, and the 8™ most
crowded country of the world with a population of 145 million people, has tried to adopt the
free market economy rapidly with its comprehensive reform programs implemented in the field
of privatization in particular despite being established in 1991 after the disintegration of the
Soviet Union as it left the rooted tradition of central planning and met the economic and cultural
structure of the western world (www.spk.gov.tr). Privatizations have taken place in Russian
industry and agriculture in the field of defense and with important exceptions in privatizations
in energy sector (www.wikiwand.com).

Russia has been continuing to strengthen its economy in recent years with the increase
of its influence in foreign policy, trade agreements it has concluded and the contribution of the
international unions of which it is a member. Russia, which is among the few countries of the
world in terms of oil and natural gas export, performs high amount of arms sales, which are led
by missile systems that reach to quite high numbers in total. The country, which is one of the
leading economies of the world, is the second oil producers of the world after Saudi Arabia.
Russia also possesses half of the coal reserves of the world. While trying to strengthen the
operation of its market economy on one hand, Russia follows protective policies on the other
hand (Agir and Yildirim, 2015: 42).
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2.3. India

Indian economy has undertaken an outward economic policy after 1991, and has become
an important player in the global markets by following liberal investment and economic policy.
In particular it has decreased its maximum legal tariff rates from 400% to 50%, and abolished
the amount restrictions in 714 import products. Towards increasing the export, it has
implemented export incentives (Ersungur et al., 2017: 398). In addition to the economic reforms
of India, there are innovations it has accomplished in the field of financial and technological
services particularly in the field of software as it made use of its English speaking and well-
educated human resources. Accomplishing to create profitable niche areas in IT sector, India
progresses on the way of becoming an important global supplier of software services
(eaf.ku.edu.tr). Despite having a great economic potential, India also bears certain problems
arising from hosting a giant population. On the other hand, a significant part of Indian
population still fail to access basic services such as water and electricity. Besides, parallel to
rapid economic growth, its foreign debt has been increasing and there is a boost in the foreign
debt and current transactions gap (Agir and Yildirim, 2015: 43).

2.4. China

Since 1949 when the People’s Republic of China was established, the sector structure
in Chine has undergone a total of three stages. As the first stage, in the period between the
beginning of 1950s and end of 70s, the characteristics of semi-colonial economy have been
rapidly cleaned in China, and the first foundations of industrialization have been constructed.
In the second stage, from 1979 to early 1990, reforms and foreign expansion policies were
implemented in China, by means of which the sectoral structure was continuously adjusted and
the industrialization of China entered its intermediate period. As the third stage, following the
establishment and development of socialist market economy in China in early 1990, it is
expected to complete the industrialization by 2020 and to transit to information society
(www.ekodialog.com).

In the recent period, although the labor intense sectors are not totally ignored in order
to create employment for rapidly increasing labor force in China, the primary target of Chinese
industry policy today is to establish and develop high value added, technology-intense industry.
After all, they were the economic and administrative reforms that enabled China to be included
among the biggest economies of the world (eaf.ku.edu.tr).

China is important for BRICS countries for the liberalization of the commercial
activities and ensuring economic growth and development. These countries engage in different
practices in foreign trade according to their economic growth models and try ty increase their
export volumes. The increase in the export of China among these countries relies on incentives
provided to companies producing for foreign markets, and the policies of liberalization in
import (Ersungur et al., 2017: 398).

2.5. South Africa

Considering the change that South Africa economy has undergone since 1970s, it could
be seen that one of the most important problems faced by people was unemployment. In South
Africa, which has the most powerful and disciplined trade union movements in Africa
continent, trade unions play an efficient role in the labor market and employment policies in
the country. There are representative unions in negotiations to be held on labor life with the
employers in almost all sectors of the economy, including the public sector.

The minority of the population comprises a mass that prefer products of high quality
and standard. The majority live their lives at the limits of poverty. This issue has been started
to be handled at global scale in recent years. It is well known that the efforts towards mitigating
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poverty in South Africa constitutes a model for the whole Africa continent and these
developments are being closely observed by other African countries (www.deik.org.tr).

2.6. Turkey

Turkey has accomplished a significant development in the field of economy in the
Republic period. In particular, following 1990, globalization has increased and countries have
become more integrated, and thus the shift of positive and negative developments among the
countries has become faster (www.ebso.org.tr). Turkey has a cultural structure and experiences
to become the catalyst of cooperation and development on East, West, South and North axis.
However, Turkey has been struggling with crisis since 1989. Turkey cannot use its potential,
and deals with problems that it has created or that were induced by foreigners. Turkey could
play a very important role in the creation of new world order. The active role to be played by
Turkey in the creation of new world order is not only an opportunity but also a responsibility.
While creating visions, targets and strategies towards 2023, Turkey has been struggling for
using its own power and potential and be a candidate for one of the architects of the new world
order.

BRICS countries which constitute 42 percent of global population and 23 percent of the
global economy, are the ones that have a wide market and a giant potential (Global
Competitiveness Index Report, 2017-2018: 15).

Table 1. Global Competitive Index Ranking of BRICS-T Countries for Five Years Under
Research Scope

YEAR 2013-2014  2014-2015  2015-2016  2016-2017  2017-2018

COUNTRIES

Brazil 56 57 75 81 80
Russia 64 53 45 43 38
India 60 71 55 39 40
China 29 28 28 28 27
South Africa 53 56 49 47 61
Turkey 44 45 51 55 53
Country Number (Index) 145 142 137 138 137

Source: Turkish Statistics Institution (TUIK)
http://www.tuik.gov.tr/menu/ist_endeks tem.jsp?metod=istendeks&d-5442-p=1, Date Accessed
19.07.2018.

As it could be seen from Table 1, Chine is the country which is located at higher ranks
in the index compared to other countries constituting the sample of the research in the last five
years, with a higher competitive power. While Brazil and Turkey could not protect their
existing positions in the index between 2013 — 2017, they have started to rise according to the
data of the index that has been published recently (2017-2018). Russia caught a great
acceleration, and increased to 38" between 2017-2018 while it was 64" between 2013 — 2014.
Thus, it has approached more to China, which is 27". If we ignore the fall incurred by India
between 2014 — 2015, it has increased to 40th by jumping twenty steps when it was 60" in 214.
Despite its small scaled periodic increase, South Africa could not catch a stability and declined
to 61° between 2017 — 2018. Positions of BRICS-T countries between 2017-2018 in terms of
dimensions / sub-dimensions in the index are handled in detail in Table 2.
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Table 2 — Scores and Ranks of BRICS-T Countries According to Global Competition Index
Dimensions (2017-2018)

SCORES AND RANKS OF COUNTRIES BY DIMENSIONS

INDEX Sub . . . . South
DIMENSIONS  Dimensions Brazil Russia India China peenl Turkey

Scoe Rank Score Rank Score Rank Score Ramk Score Rank Score Ramk

1.Institutions 34 109 3.7 83 4.4 39 4.4 41 3.8 76 3.8 71

2.Infrastructure 4.1 73 4.9 35 4.2 66 4.7 46 4.3 61 4.5 53

Basic

Requirements 3.Macroeconomic

Environment
4.Healt and
Primary 5.4 96 6 54 55 91 6.2 40 4.5 121 5.6 84
Education

5.Higher

Education and 4.2 79 5.1 32 4.3 75 4.8 47 4.1 85 4.8 48
Training
6.Goods Market
Efficieny
7.Labor Market
Efficiency Efficiency
Enhancers 8.Financial
Market 3.7 92 34 107 4.4 42 4.2 48 4.4 44 3.8 80
Development

9. Technological

34 124 5 53 45 80 6 17 4.5 82 5.1 50

3.8 122 4.2 80 4.5 56 4.5 46 4.5 54 45 53

3.7 114 43 60 4.1 75 4.5 38 4.5 93 3.4 127

4.6 55 45 57 3.1 107 42 73 4.6 54 4.4 62

Readliness
10.Market Size 5.7 10 5.9 6 6.4 3 7 1 4.9 30 55 14
. 11.Business
Innovation & 4.1 56 4 71 45 39 45 33 4.5 37 4 67

Sophistication

Sophistication
Factors 12.Innovation 3.2 85 35 49 4.1 29 4.1 28 3.8 39 3.3 69

Overall Index Score* 4.14 4.64 4.59 5 4.32 4.42

2017-2018 Overall Index Rank
(137 Countries)

* Index scores are evaluated with 7 scales (1=lowest value, 7=highest value).

Source: World Economic Forum (WEF),
https://www.weforum.org/reports/the-global-competitiveness-report-2017-2018, Date Accessed:
19.07.2018.

80 38 40 27 61 53

3. GLOBAL COMPETITION INDEX

Competitiveness could be defined as a series of institutions, policies and factors that are
used for determining the productivity level of a country. Global Competition Index reflects the
elements that determine competitiveness and efficiency by demonstrating different weighted
averages. The objective of Global Competition Index is to demonstrate the factors that
determine the level of efficiency of the countries, reveal the strengths and weaknesses of that
country and show a path for the policy makers (www.tuik.gov.tr)

Measuring of the competitive power is a highly difficult and disputed issue. The
hardness of the issue arises from the hardness of measuring certain qualitative factors that
determine the competitive power, and its disputed nature arises from the fact that the
evaluations are not devoid of being subjective. Different institutions may produce certain
indexes according to different definitions of the competitive power (Adigiizel, 2013: 2-3).

There are numerous institutions that conduct researches on determining the level of
competitiveness. Each institution has focused on different parameters that determine the
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competitiveness level of a country. Together with this, the common objectives of these
institutions is to determine the quality of the socio-economic environment which the countries
present to their citizens and improve these environments, and present a guide toward taking
measures for improving the wealth of people (Gokmenoglu et al, 2012: 26).

Today, index studies have been carried out by various institutions in order to identify
the competitive powers of economic regions at international scale, and to produce an inter-
regional ranking. World Economic Forum (WEF) publishes a Global Competitiveness Index
(GCI) every year at the level of countries (Alkin et al., 2007: 222).

WEF has been publishing the Global Competitiveness Report in which the countries are
ranked by their competitive powers, since 1979 (Ovali, 2014: 19). The purpose is to
demonstrate the factors that determine the efficiency level of the countries, reveal the strengths
and weaknesses of that country and to guide the policy makers in their plans for sustainability
and development (Beceren and Kumcular, 2016: 66).

The report evaluates the countries in terms of providing high wealth levels to their
existing citizens and elaborates on how a country could use its existing resources in an efficient
manner. For that reason, the Global Competition Index measures the institutions, measures and
sustainable up to date and middle term economic wealth levels (www.wikiyours.com).

WEF, divides countries into three categories according to levels of development, namely
economies with focus on production factors, economies focused on efficiency and economies
focused on innovation. Depending on this, the index comprises 12 components collected under
three sub-index headings (www.tuik.gov.tr). The first basic factor is the “Fundamental
Requirements”, and is created by bringing together the data related to Infrastructure,
Macroeconomic Environment and Health and Basic Education. The second is “Factors
Improving Efficiency”, and calculated as the combination of Higher Education and Professional
Education, Efficiency of Commodity Market, Efficiency of Labor Market, Development of
Financial Market, Technologic Preparedness and Size of Market. The final factor is the
“Innovation and Diversity Factors” that cover the Development Level of Labor Market and
Innovation. (Ovali, 2014: 20). Although all of these components are singly important for
competitiveness, countries could reach to higher levels of competition if these are organized
together (Tirkmen and Aynaoglu, 2017: 265). Figure 1 shows the determining elements of
global competition.

Figure 1. Determinants of Global Competition Index

Basic Requirements Efficiency Increasing Factors | Innovation and Diversity
1.Institutions 1.Higher Education and Factors
2.Infrastructure Vocational Training. 1. Development of  Labor
3.Macroeconomic Framework | 2.Efficiency of the Commodity Market
4.Health and Basic Education | Market 2. Innovation

3. Efficiency of the Labor

Market

4. Development of the
Financial Market

5. Technological Preparedness
6. Size of the Market

Source: The Global Competitiveness Report 2017-2018: 12, Date Accessed: 19.07.2018

What these 12 components used in the calculation of the index express and their
importance could be summarized as follows:
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1. Institutions: The institutional structure is the legal and managerial framework which
the companies and the public are in relation with in order to create revenue and wealth in an
economy. The existence of a well structure institutional environment has emphasized more the
need felt in the crisis period that we are in, and reminded of the regulatory role of the state
(Www.tmb.org.tr).

2. Infrastructure: A comprehensive and efficiency infrastructure has a critical important
for the efficient processing of the economy. It is vitally important that the economies also
supply electricity without any interruption and scarcity to as to ensure that the workplaces and
factories work without any hindrance (Global Competitiveness Index Report, 2017- 2018: 3).

3. Macroeconomic Environment: Macroeconomic environment conditions are
important both in terms of ensuring that the economy grows sustainably and increasing the
competitiveness of the country (Ovali, 2014: 21).

4. Health and Basic Education: A healthy labor force is an important input in the
competitiveness and productivity of a country. Health problems could impose costs on the
business world. On the other hand, basic education increases the efficiency of the workers. It
is necessary to avoid any restrictions on the transfer of resources to these two areas in particular.
In the period of crisis experienced, it is observed that public administrations prefer budget
restrictions in these areas (www.tmb.org.tr).

5. Higher Education and Vocational Education: Quality higher education and teaching
are very important for the economies that want to increase production performance and quality.
Today’s globalizing world requires workers that rapidly adapt to the changing conditions and
the increasing needs of the production system (Global Competitiveness Index Report, 2017 -
2018: 5).

6. Efficiency of Commodity Market: This component covers the characteristics of
competition and demand conditions. Healthy processing of the commodity market is important
in terms of ensuring a healthy competition and market efficiency in internal and external
markets, and creating a structure that follows the demands of the market (Ovali, 2014: 21).

7. Efficiency of Labor Market: The effectiveness and flexibility of the labor market is
important in terms of shifting the workers to the areas where they are most efficient. In a
successful labor market, factors such as the relationship between worker and employer being
healthy, people being employed in areas that are suitable for their abilities, and ensuring
equality of men and women in the work environment are important (Global Competitiveness
Index Report, 2017 — 2018: 6).

8. Development of Financial Markets: Healthy operation of financial markets ensures
that the resources are directed to the most efficient areas rather than areas that are determined
with political concerns and the highest revenue expected could be obtained (Ovali, 2014: 21).

9. Technological Preparedness: This criteria takes into account the extent to which an
economy internalizes technology in order to improve productivity of all its industries. In
particular, the information technologies are converted into general purpose technologies. For
that reason, the existence of information technologies and accessibility of these technologies i
is important element considered on the extent to which a country is ready for technology in its
competitive power (www.tmb.org.tr).

10. Size of the Market: Big markets permit the companies to benefit from the
advantages of the scale economy and effect productivity in a positive way (Ovali, 2014: 21).

11. Development of Labor Market: Development of the business world relates to two
interrelated concepts: (a) quality of all business networks of the country, (b) activities and
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strategies of companies single by single. These factors are important in particular in highly
advanced developed countries (Global Competitiveness Index Report, 2017-2018: 9).

12. Innovation: The last index focuses on innovation. Important acquirements could
be achieved thanks to the improvement of institutions, construction of infrastructures, reduction
of macroeconomic instability or improvement of the human capital, however, all these factors
will eventually ensure a decreasing efficiency. In the long run, life quality could only be
increased by means of technological innovation (Republic of Turkey, Ministry of Customs and
Trade, 2017).

4. METHOD

In this research, Global Competition Index data in 2017 -2018 of 6 countries (BRICS-
T) selected were considered to determine their positions related to one another under these
indicators and demonstrate the similarities or differences that could exist between them.
Multidimensional scaling analysis has been used in the analysis of the research data. The
multidimensional scaling analysis used in the study is a multivariable statistical analysis method
that enables showing the units in a space with k dimensions using n number of units or their
distance values determined according to p variables between the observations (k<p). In
multidimensional scaling analysis, the matrix of distances is taken as the matrix of differences.
If the data is proportional or collected with distance scale, the distances values could be
calculated in the form of Euclid Distance, Square Euclid Distance, Chebychef, CityBlock,
Minkowski distances. Multidimensional scaling analysis relies on the principle of similarity of
objects or units to one another.

In the research, first the data of 2017 -2018 Global Competition Index were entered by
means of Excel and SPSS package programs. After the data is entered, the multidimensional
scaling analysis was made suitable for application. Stress value was used in order to determine
whether the number of dimensions under in the graphical arrangement obtained was suitable
(Isler, 2017: 384). The stress value obtained under the scope of the research was found as,
06029. This value obtained expresses that the dimensions used are “good” for the analysis of
the compliance level The RSQ value, which was obtained as a result of the analysis and which
is considered as the indicator of the extent to which the change in the data is explained, was
calculated as 0,95616.

Table 3. Stimulus Coordinates

No Countries Dimension 1 Dimension 2
1 Brazil 1,6956 -,2224

2 Russia ,2284 1,3545

3 India -1,1224 -,9129

4 China -1,6137 ,5437

5 South Africa 2191 -1,2490

6 Turkey ,5930 ,4861

In the first dimension, Brazil, Turkey, Russia and South Africa are the countries which
have positively loaded values. India and China are the countries with negatively loaded values
in this dimension. Brazil, which received the highest positive load in this dimension, should be
considered as a different group from Russia, Turkey and South Africa, which received positive
values. Similarly, India and China, which received negative value under the scope of this
dimension, should be considered as a separate group. Another important issue is that countries
which received negative value in the first dimension according to the result of the analysis are
not important from the point of this dimension.
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In the second dimension, it could be seen that Russia is the only country that takes
positive value over 1. For that reason, Russia is the most important separator in the second
dimension and should be considered as a separate group. Another important issue is that China
and Turkey, which are the two countries that are highly remote from each other in the first
dimension, are two close countries when considered from the point of view of the second
dimension. While Russia, China and Turkey receive positive values in the second dimension,
Brazil, India and South Africa received negative values and this does not have an importance
from the point of this dimension.

Table 4: Matrix of Differences

BRA RUS IND CHI SAFR TUR
BRA ,000
RUS 2,043 ,000
IND 2,751 2,732 ,000
CHI 3,439 1,811 1,390 ,000
SAFR 1,927 2,590 1,643 2,517 ,000
TUR 1,539 1,027 2,227 2,267 1,707 ,000

When we examine table x which includes the matrix of differences, we could say that
the countries which are close to 0, namely to the origin are the countries which are most similar
to each other according to global competition index data. In line with this data, it could be seen
that Russia and Turkey are the two countries that are most similar to each other. When other
values are analyzed, it could be said that India and China are the countries that are similar to
each other. When we look at the countries that are the most different, (3,439), Brazil and China
could be seen. According to Euclid Distance Model given in Figure 2 it could be seen that
countries constitute four different clusters. Countries which are close to each other according
to the model are similar to each other in terms of global competitiveness profile. While Russia
and Turkey constitute a group and China and India another group; Brazil and South Africa
constitute two separate groups on their own.

Figure 2. Drived Stimulus Configuration Euclidean Distence Model
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4. CONCLUSION AND RECOMMENDATIONS

According to 2017 — 2018 Global Competition Index data, China (27") has increased
one step and became the highest of BRICS country economies. Russia has risen by five steps
and Brazil one step to 38" and 80" respectively, and South Africa has fallen four steps to 61%.

Although incremental, China had a stable place in the general competitive power score.
Since last year, China accomplished a progress in all columns other than macroeconomic
environment and infrastructure. The biggest acquirements arise from the high innovation and
technological preparedness as direct foreign investments bring new technologies to China. The
extraordinary progress accomplished in this area will accelerate the growth of developing
digital industries and create the conditions required for the entrepreneurs.

India has acquired stability this year following the big breakthrough two years ago. The
score reflects the last public investments int his area, and in particular the infrastructure, higher
education, training and technological preparedness support the competitive power. In
particular, the quality of the institutions has increased more in terms of the efficiency of public
expenditures, however, the private sector thinks that fraud is still the most problematic factor
for doing business in India.

When the results of the analysis are examined, it could be observed that China and India
are in the same group. The reason for this is that while in China economy investments are at
the front since they are based on low labor force and low resource costs, India has engaged in
a process of growth based on export as it benefited from outsources with lower labor force
costs. Besides, the rapid increase in the importance of China and India as being centers of
innovation, infrastructure investments of China and India in the fields of technology, R&D and
education, and other actions demonstrate that these two countries will rise up further in the
coming couple of years.

According to 2017 — 2018 Global Competitiveness Index calculations, Turkey increased
to 53" rank among 137 countries. Turkey was 55" among 138 countries in the preceding year
and 51 among 140 countries in the year preceding that. As in the case of the last two years,
the best performance among the elements in Global Competitiveness Index, was demonstrated
in the Market Size item, which preserved its place in 14" rank.

In the last two years, the heaviest fall was in Health, Elementary Education and
Infrastructure indexes. The most significant increase compared to last years was in
Macroeconomic Environment and Technologic Preparedness indexes, and there was an
increase of 1-2 steps in other indexes.

According to the report, in the future Turkey should improve its institutional framework,
overcome important rigidities that exist in the labor markets and strengthen the efficiency and
stability of financial markets.

Russia was 6™ in terms of market size, 35" in terms of infrastructure, 60" in terms of
efficiency of labor force and 54" in terms of health and education. The lowest rank was
recorded in the fields of competitive power of companies (71%), efficiency of commodity and
service sector (80™), social institutions (83™) and development of financial sector (107™).
Russia has enacted new laws for increasing the minimum wage (2015) and protecting the
provisional employment that mitigates the flexibility of the labor force market (2016). Together
with this, the most important factor that increased the competitive power of Russia in recent
years was the mobility of ruble — USD rate that increased from 30s to 60s.

According to the results of the analysis, Turkey and Russia are in the same group. The
reason that the country is in the country groups that are similar to each other is that they have
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similar values in the fields of institutions, macroeconomic environment, technology,
development of internal market and innovation from among the sub-indexes of Global
Competition Index Report.

Brazil has increased its level after falling for a couple of years. Following the two-year
GSYIH growth and derogating macroeconomic conditions within the institutional borders of
Brazil’s constitution, it has improved for some amount this year and managed to control
inflation and public gaps.  Efficiency boosters walk together with improvements in the
efficiency of commodity market this year. The biggest progress of Brazil has taken place in the
field of innovation.

South Africa is among the most innovative countries of the region and is one of the most
competitive countries of Africa, however, it has incurred a fall in the general ranking this year.
South African economy has almost reached to a stopping point. Its GDP growth was only 1,0
in 2017, and 1.2 in 2018. Despite the continuing lower demand in commodity prices, the
unemployment rate is currently above 25 percent and is in an increase trend. The political
uncertainty in 2017 decreased the trust in the leaders of business world in South Africa. Despite
being good in African context, the institutional environment of the country, and its financial
markets and commodity market efficiency is weaker than all.

According to another result obtained from the analysis, Brazil and South Africa
constitute two separate groups on their own independent from each other. The economic
structure of Brazil and South Africa mainly relies on energy export and the price fluctuations
and international demand could significantly affect the national income. The economically
high data possessed by Brazil, its development in the field of innovation and macroeconomy,
and, on the contrary, the political uncertainty and decrease in financial and commodity prices
in South Africa, lead to decrease in the global competition index data. For that reason, these
two countries are included in different groups.
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