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INTRODUCTION

The concept of global competitiveness index (GCI) was proposed in
2004 [9]. The GCI index is calculated by the World Economic Forum since
2007. The GCI is an aggregate indicator that includes more than 110 sub-
indicators in 12 groups. According to the values of this indicator, the coun-
tries of the world are ranked in descending order [11, 12]. GCI indicator
consists of the following groups:

. Institutes (institutions)
. Adequate infrastructure
Stable macroeconomic framework
. Health and primary education
. Higher education and training
. Efficient commodity markets
. Efficient labor markets
. Developed financial markets
. Ability to use existing technology
10 Market size (domestic and international)
11.Production of new and different goods using the most complex
production processes
12.Innovation.

©CONDUTAWN

It is clear that international competitiveness covers all spheres of a
country's life - political, social, economic and cultural - and ultimately
plays a leading role in the well-being of the country's population. One of
the important components of well-being is the income of the population.
In this article, the issue of the impact of competitiveness on the income of
the population was considered in the case of Azerbaijan.
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1. LITERATURE REVIEW

The concept of competitiveness has been widely interpreted in the eco-
nomic literature. One of the most widespread articles in this field [8] be-
longs to Porter. In this article, Porter indicated four main factors of coun-
tries' competitiveness: factor conditions, demand conditions, firm strategy,
structure and rivalry, related and supporting industries. The article [14] ex-
amines the impact of national competitiveness on productivity, economic
growth and per capita income in a number of post-Soviet countries (Mol-
dova, Ukraine, Armenia, Georgia, Azerbaijan, Kazakhstan and Russia). It
shows that the Global Competitiveness Index (GCI) has a high correlation
with the level of productivity, and selected post-Soviet countries with high
national competitiveness had higher long-term economic growth and per
capita income. It was determined that GCI contributed positively and sta-
tistically significantly to the increase of the income level in the considered
post-Soviet countries in 2004-2018. The article [10] examined the rela-
tionship between competitiveness and per capita income in countries with
natural resources and drew specific conclusions on Nigeria. The aim of the
article [4] was to provide insights into the role of competitiveness in pro-
moting economic growth and development in the context of Iran. By eval-
uating the relationship between GCI and economic growth, the authors
shed light on the factors that contribute to or hinder economic progress in
Iran and other comparable countries. The main idea of the article [13] was
to identify and analyze the main factors that drive competitiveness in the
European Union (EU) member states. The authors tried to clarify the de-
terminants of competitiveness and their impact on the economic perfor-
mance of the EU-28 countries. They examined a wide range of factors af-
fecting competitiveness, such as innovation, human capital, infrastructure,
business environment and institutions. In this article, empirical analysis
and statistical methods were used to evaluate the relationship between
these factors and competitiveness indicators. The article examines the key
drivers of competitiveness, providing insights and policy recommenda-
tions to increase the competitiveness of EU member states. The paper's
findings can help policymakers and stakeholders identify areas that require
attention and investment to improve economic performance, promote
growth, and maintain long-term competitiveness. The main idea of the pa-
per [1] is to investigate the relationship between GCI and economic growth
in developed and developing countries. The authors assessed the impact of
the GCI, a widely recognized indicator of competitiveness, on economic
growth in selected countries. They used quantitative methods and statisti-
cal analysis to examine the relationship between GCI score and economic
growth indicators. The model estimation results show that GCI score has
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positive and significant effects on per capita GDP growth in selected de-
veloped countries, and a 10% increase in a country's GCI score will lead
to a 17.33 percentage point increase in economic growth. This value is
15.49 percentage points for selected developing and emerging countries.
The results of this paper show that compared to the GCI score; the "net
growth rate" reveals a positive and strong correlation, which is consistent
with the idea that the GCI is a good indicator of an economy's level of
productivity or competitiveness. The main idea of the article [5] is to iden-
tify and analyze the factors affecting the competitiveness of national econ-
omies, with special attention to per capita income as an indicator. By ex-
amining countries' per capita incomes, the authors attempted to identify
the determinants that contribute to the competitiveness of their economies.
They examined various factors that can affect per capita income, such as
economic policy, infrastructure, education, technological advances, trade
openness, and institutional quality. The article aims to shed light on the
determinants of national competitiveness by analyzing these factors and
their impact on per capita income. Using quantitative analysis and statisti-
cal methods to assess the relationship between identified factors and per
capita income, the authors provide insights into the drivers of economic
performance and competitiveness. The results of the study can contribute
to a better understanding of the factors that promote or hinder economic
competitiveness, and provide valuable information for policymakers and
stakeholders in the development of strategies and policies that increase na-
tional competitiveness and improve the level of per capita income. The
purpose of this paper is to conduct an empirical analysis to identify the
factors that are important in the construction of GCI. From the latter study,
it can be concluded that the determining factors of a nation's global com-
petitiveness depend on its development level. The role of factors in the
construction of the global competitiveness index is different. In all coun-
tries, the most powerful factor influencing global competitiveness is the
business environment. Next, come the factors of infrastructure and inno-
vation, institutions and governance, education and telecommunications.
The article [3] shows that economic growth is associated with both price
and non-price competitiveness factors, for example, as other studies show,
with education [6, 7] and knowledge dissemination [2]. Here we are talk-
ing about different pillars of the GCI index. Gaining competitiveness is a
key objective for the medium and long term, and has a significant impact
on improving living standards by boosting economic growth. The analysis
can be extended by using other measures of competitiveness (e.g. export
market shares) as well as disentangling the effects of different components
of the GCI. This includes infrastructure, institutions, etc., among the pillars
that have a strong impact on economic development in EU countries. It
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should be noted that a brief overview of the numerous literatures available
in this field leads to the conclusion that the country's competitiveness has
a positive effect on its economic growth, population welfare, and per capita
income.

2. DATASET AND MODEL SPECIFICATION

It should be noted that in the relevant literature, the global competi-
tiveness index was evaluated on a scale of 0-7 for the years 2007-2015,
and on a scale of 0-100 starting from 2016. Considering this point, the
values on the 0-7 scale were transferred to the 0-100 scale, and the dataset
was formed and described in the following table.

Table 1. Dataset

Az'e?baijan Com- Az‘e‘rbaijan Com- INCOME,_PC (in
Year petitiveness Index | petitiveness Index Azerbaijanf manat)
(mix format) (in 0-100 scale)
2007 4,12 58,86 1692.3
2008 4,07 58,14 2378.3
2009 4,10 58,57 2560.4
2010 4,30 61,43 2866.1
2011 4,29 61,29 3371.7
2012 4,31 61,57 3789.3
2013 4,41 63,00 4040.3
2014 4,51 64,43 4192.4
2015 4,53 64,71 4380.7
2016 4,50 64,29 4710.1
2017 60,28 60,28 5053.2
2018 60,04 60,04 5407.8
2019 65,72 65,72 5731.8

Source: author's calculations based on official data of SSC AR and
weforum.org

The model specification is as follows:

LOG(INCOME_PC) = C(1) + C(2)*LOG(COMP_INDEX(-5)) (1)

Here, INCOME_PC shows per capita income (in Azerbaijani manat),
and COMP_INDEX shows Azerbaijan's international competitiveness in-
dex (on a scale of 0-100).

504



DOI 10.6084/m9.figshare.22886720
Buxauxu ma npobnemu cyyacnoi nayxu, Tom 1 (2023)

3. THE MAIN RESULT

The corresponding regression equation is constructed as follows:

LOG(INCOME_PC) = -6.83550866357 + @
+3.71726679545*LOG(COMPET INDEX(-5))

The main statistical characteristics of the model are described in table
2 below.

Table 2. The main statistical characteristics of the model

Dependent Variable: LOG(INCOME_PC)
Method: Least Squares
Date: 02/22/23 Time: 10:57
Sample (adjusted): 2012 2019
Included observations: 8 after adjustments
Variable Coefficient Std. Error t-Statistic Prob.
C -6.835509 2.419659 -2.824989 0.0302

LOG(COMPET_INDEX(-5)) 3.717267 0.588873 6.312509 0.0007
R-squared 0.869132  Mean dependent var 8.438078
Adjusted R-squared 0.847321  S.D. dependent var 0.146004
S.E. of regression 0.057050  Akaike info criterion -2.677463
Sum squared resid 0.019528  Schwarz criterion -2.657602
Log likelihood 12.70985  Hannan-Quinn criter. -2.811413
F-statistic 39.84777  Durbin-Watson stat 2.055627
Prob(F-statistic) 0.000738

The economic interpretation of the model is that 1% increase in Azer-
baijan's international competitiveness index increases the per capita in-
come of the population by 3.72% with a 5-year delay. We explain the 5-
year delay by the fact that the international competitiveness index is an
aggregate indicator consisting of 110 sub-indices, which are grouped in 12
directions. These groups cover almost all areas of economic, social and
cultural life. Naturally, these points lead to the fact that per capita incomes
are realized as a unity of numerous combinations through various mecha-
nisms. Note that the calculations were performed using the Eviews appli-
cation package. All necessary tests were performed (correlogram of resid-
uals, Jacque-Bera normality test, Breusch-Pagan-Godfrey test to check
whether the residuals are heteroscedastic, ADF test to check whether the
residual series is stationary) and the constructed model is adequate.
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4. CONCLUSION

In the article, the effect of competitiveness on the income of the pop-
ulation in the example of Azerbaijan was evaluated econometrically. The
assessment was carried out for the global international competitiveness in-
dex and per capita income indicators. It was determined that the interna-
tional competitiveness index has a positive effect on the per capita income
of the population with a certain time delay. The fact that the positive effect
occurs with a certain delay is related to the fact that the per capita income
is realized both directly and indirectly and through various mechanisms
under the influence of various factors. International competitiveness is a
driver of socio-economic and cultural development, and its positive impact
on per capita income, which is one of the main components of human well-
being, matches the relevant theoretical provisions of economic theory and
the results obtained in relevant scientific literature.
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