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Abstract
The purpose of this report is to locate the country with the utmost potential for introducing our air conditioning/heating unit. The three countries researched are; Argentina, South Africa, and Turkey. In the research we included many of the factors we felt must be analyzed before any decision could be entertained. Our method was a process of elimination based on factors of highest to lowest priority. We considered purchasing power parity, percentage of high income, and current economic climate as the major criteria in selecting our target company. 
Our overall basis for the introduction of the product was to use an adaptive the marketing mix which considered variables such as; mean temperature, total population, available electricity, residual income, and percentage of urbanization. Our conclusion, after considering all the factors enclosed, was that the most positive climate for success was presented by South Africa.

Comparison of Economic Environment
	Table 1

	Comparison of Economic Environment

	 
	Factors
	Argentina
	S. Africa
	Turkey
	U.S

	1
	GDP in Billions                                  (2004)
	$130 
	$159.90 
	$240.40 
	 

	2
	Average GDP growth                        (2003)
	8.80%
	3.20%
	5.60%
	3%

	3
	Per Capita Income                            (2003)
	$3,650 
	$2,780 
	$2,800 
	$37,800 

	4
	Inflation Rate                                     (2004)
	3.70%
	9.90%
	18.40%
	2.30%

	5
	Literacy Rate                                     (2003)
	97.10%
	86.40%
	86.50%
	97.00%

	6
	Life Expectancy at Birth                    (2004)
	75.7
	44.19
	72.08
	77.43

	7
	Human Development Index              (2004)
	0.853
	0.666
	0.751
	0.939

	8
	Global Competitiveness Rating        (2004)
	3.52
	4.53
	3.82
	5.82

	9
	Economic Freedom Rating               (2003)
	2.05
	2.35
	1.5
	3.2

	10
	Overall Economic Stability
	Fair
	Good
	Fair
	Excellent


GDP

Gross Domestic Product for a country is a very significant category to consider because it determines whether the country will be a good trading partner. It is essential to have not only a good GDP but also having a significantly increasing GDP also. Of the three countries; Argentina, South Africa, and Turkey, Turkey has the highest, at $240.4 billion (World Bank 2004). However, Argentina and Turkey are not far behind. Each indicate a good prospect as a trading partner, but taking a look at Average GDP Growth will further refine our discussion.
Average GDP Growth

When we look at the average GDP growth we see that one country significantly is performing better than the other two. South Africa has a 3.2% growth which closely compares to the United States average growth of 3% (World Bank 2004). South Africa shows a steady and consistent growth, even though it does not match up to the more volatile Argentina and Turkey, which a recent growth of 8.8% and 5.6% respectively.

Per Capita Income

In our target countries the per capita income is significantly low. South Africa has the lowest at $2780 per capita income and Turkey next at $2800 which would not make either a candidate for exporting our product. However, Argentina do not fare much better with their per capita income of $3650. When you compare it to the U.S. per capita income of $37,800, none appear to be a likely candidate (World Bank, 2004). However, of the three Argentina would be the best choice since it has the highest and their GDP growth is significantly higher than South Africa and Turkey. This would mean that Argentina would consistently be increasing their per capita income over the two alternatives. 

Inflation Rate

To maintain a good exchange of currency, Inflation Rate is a very important aspect to consider. If our target country has an inflation rate that is higher or even out of control it would be detrimental to our efforts to make a profit. At this point, Argentina is the only country that has inflation within tolerable limits which is a result of close cooperation with the International Monetary Fund (IMF). Their inflation rate of 3.7% 
is certainly more attractive than South Africa’s 9.9% and Turkey’s 18.4%. All three countries had significant improvement over the previous year with Turkey at 46.2%, Argentina at 41%, and South Africa at 9.9%. Comparing it to the U.S. inflation rate of 2.3% again Argentina would be the likely candidate. (World Bank, 2004)
Literacy Rate
Argentina is very significant in the literacy rate comparison statistic, since it is the only one to have a literacy rate equal to the United States. Their rate of 97.1% is significantly higher than Turkey (86.5%) and South Africa (86.4%) (CIA 2004). This makes Argentina equal to the U.S. in educating and developing their citizens. Not only does this make them a good 
prospect now, but also, they will be a good candidate for the future.
Life Expectancy at Birth

The most significant of this comparison is South Africa has only a life expectancy at birth of 44.19 years (CIA 2004). The comparison highlights that South Africa has a serious problem with HIV which now is one of the United Nation’s priority in assisting African nations. Hundreds of millions of dollars are being invested by the U.N. and many other nations to aid in that crisis. Only Argentina and Turkey have a life expectancy near the U.S. This makes both Argentina and Turkey very similar to the U.S. and both would be good prospects from this category’s view.

Human Development Index
Human Development Index is calculated from life expectancy at birth, education index, and GDP. Our benchmark figure for the U.S. is 0.939. South Africa has the lowest HDI at 0.666, next is Turkey at .751, and Argentina has the highest at 0.853 (NationMaster 2004). Since Argentina has an HDI closest to the U.S. they would be the most likely candidate. This also 
indicates the government of Argentina has a comparable commitment to its citizens as do the U.S.
Global Competitiveness Rating

The Global Competitiveness Rating is composed of three component indexes: the technology index, the public institutions index, and the macroeconomic environment index. The U.S. rating is 
calculated in the core innovators category with the emphasis being distributed one-half to technology, one-quarter to public institutions, and one-quarter to macroeconomic (World Economic Forum, 2004). However, the three countries we have selected to investigate would be calculated in the non-core innovators category with the formula being 1/3 technology, 1/3 public institutions, and 1/3 macroeconomic. This formula puts the U.S. at 5.82, Argentina at 3.52 and South Africa at 4.53 and Turkey at 3.82 (World Economic Forum, 2004). 
We deem South Africa has the best score in this category, but all three scores put them in the top 75 countries of all countries listed. This suggests all three would likely benefit from our trade, with South Africa being the best.
Economic Freedom Rating

Economic Freedom Rating is a score that depicts how free businesses are from government intervention. It is based on 
several factors such as: trade policy, fiscal burden of the government, government intervention in the economy, monetary policy, capital flows and foreign investment, banking and finance, wages and prices, property rights, regulation, and informal market activity. We view Turkey inferior in comparison to the two other countries with a rating of 1.5. Argentina has at 2.05, and in highest is South Africa with 2.35 (NationMaster, 

2004). 
When you compare this to the U.S. with a rating of 3.2 you would quickly say any one would be similar to the U.S. However, South Africa would be the likely choice of the three since government opposition would be the least (NationMaster, 2004). 

Overall Economic Stability

Economic stability is a factor imperative. The country we choose must as trading partner requires an economy that is stable and growing. Argentina and Turkey have a relatively stable economy at present; however that was not the case in 2002 where they had 
41% and 45% inflation respectively (NationMaster, 2002). All three show consistent growth in their GDP which would make them equally desire able as trading partners. However, we rated only South Africa as good economically overall.
Comparison of International Business Environment

	Table 2

	Comparison of International Business Environment

	2003 Statistics (Billions)

	Factors
	 
	Argentina
	South Africa
	Turkey

	Current Account Balance
	 
	$7.3
	$-1.5
	$-6.8

	Exports (Billion)
	 
	$29.50
	$36.30
	$46.80

	Export/GDP %
	 
	0.2312
	0.2269
	0.1957

	Imports (Billion)
	 
	$13.80 
	$34.00 
	$68.70 

	Import/GDP %
	 
	0.1082
	0.2125
	0.2873

	Trade Balance
	 
	-15.70
	-2.30
	21.90

	External Debt (Billion)
	 
	$145.30 
	$25.90 
	$147.30 

	Debt/GDP %
	 
	113.87%
	16.19%
	61.61%

	Exchange Rate To $
	****
	3.3 Pesos
	6.04 Rand
	1,448,732 Lira

	Currency Stability
	 
	Poor
	Median
	Poor

	Remittance and Ex Rate ($Billion)
	$0.26
	None
	$5.26

	Country Risk Index
	 
	5
	4
	4

	Overall Investment Climate
	 
	Good
	Good
	Marginal

	Labor Force (millions)
	 
	15.2
	17.6
	23.8

	Labor/Population %
	 
	38.87%
	41.22%
	34.54%

	Unemployment %
	 
	3.70%
	9.90%
	18.40%


(CIA, 2004)
Current Account
The Current Account is the net flow of transactions, including goods, services, and interest payments between countries. The measure looks at exports...minus imports of goods, services, and unilateral transfers. It also provides a good indication of a country’s cash flow. If it is negative, such as the U.S. around $166 billion per quarter it has a major impact on a country’s economic strength and exchange rate (Bea News, 2004).
Below is the comparison of our three countries (also Table 1): in billions (2003)


Argentina


South Africa


Turkey

$15.7 B Deficit

$2.30 B Deficit
  $21.90 B Surplus
In this case Turkey the best trade-balance with a surplus of $21.90 Billion. However, South Africa is very close to a balanced position and Argentina’s trade balance deficit 
increased considerably last year, which has helped fuel the economy and reduced its unemployment. The overall trade balance really does not show any significant advantage to any country. Here are further details of what the exports and imports statistics of each country entail (CIA, 2004).
Exports

Overall, exports for each country are increasing as their economies grow. There is a concern that the continuous strong growth, like Argentina, will have a negative effect on the country’s fiscal policy and economic longevity. 
Argentina


South Africa


Turkey

$29.5B


$36.3B



$46.8B
Argentina

Exports – $29.5 billion --grains, meats, oilseeds, manufactured products. Major markets--EU 20%; MERCOSUR 19%; NAFTA 14%.
South Africa

Exports – $36.3 billion (2003 merchandise exports R256 billion; 2003 gold exports R35 billion): gold, other minerals and metals, agricultural products, motor vehicles and parts. Major markets--U.K., U.S., Germany, Italy, Japan, East Asia, Sub-Saharan Africa.
Turkey 

Exports – (merchandise) (2003) $46.8 billion; (2004 January-June) $28.6 billion: textiles and apparel, iron, steel, electronics, tobacco, and motor vehicles.
Exports as a Percentage of GDP


Argentina


South Africa

Turkey


23.12%


22.69%


19.57%
Exports as a percentage of the Gross Domestic Product is very close for these three countries and shows a balance which 
suggests that the IMF’s influence on all these countries as been effective. 
Imports

Turkey has considerably increased its imports in the last three years, especially with the EU. South Africa’s imports are also growing with its African neighbors and East Asian countries 

such as China and India. Argentina’s expanding economy is helping to import goods especially from its economic block partners Brazil, Paraguay, and Uruguay. 
   Argentina


South Africa

Turkey

    $13.80B


  $34.09B


$68.7B

Argentina

Imports – $13.8 billion in 2003--machinery, vehicles and transport products, chemicals. Major suppliers--MERCOSUR 37%; EU 20%; NAFTA 19%. Imports from the United States were 16.3% of total Argentine imports, and 87.3% of Argentine imports from NAFTA in 2003.

South Africa

Imports – $34 billion (2003 merchandise imports R263 billion): machinery, transport equipment, chemicals, petroleum products, textiles, and scientific instruments1.

Turkey

Imports – (2003) $68.7 billion: petroleum, machinery, motor vehicles, electronics, iron and steel, plastics. Major partners--Germany, U.S., Italy, France, Russian Federation, Italy, Japan, Netherlands, U.K. 
Imports as a percentage of the GDP
Turkey and South Africa are showing higher percentage of Imports/GDP with Argentina at more acceptable rate. As an importer of a heating/air conditioning unit, Turkey appears to be more inclined to look at importing goods and services.

  Argentina

South Africa


Turkey

   10.82%

       21.25%


     28.73%
[image: image1.emf] $29.57

Argentina, 

$13.27 

 $36.80

South Africa, 

$33.90 

 $49.12

Turkey

, 

$62.43 

Trade Balance

Exports (Billion) Imports (Billion)


External Debt

The amount of money borrowed from foreign public or private sector Banks. The debt accumulated by Argentina and Turkey is of major concern for the IMF and other credit institutions. Both countries are around the one-hundred percentile of the. IMF Special Drawing Right (SDR) and they are being closely monitored by international investors. South Africa has not requested any funds from its SDR allocation.
Argentina


South Africa


Turkey
  $145B


  $25.9B



$147.3B
External Debt as a percentage of the GDP


 Argentina


South Africa


Turkey

     113.87%


    16.19%


61.61%
As the numbers indicate, both Argentina and Turkey have had serious IMF intervention in the last 3 years. Both countries have had serious inflation problems which have only come under control in 2002 and 2003. The IMF has been working with both governments to improve their inflation rate and economy. There are very strict monetary and fiscal conditions placed Argentina 
and Turkey by the IMF and promise of additional future Special Drawing Rights are based on whether these conditions are met. 

As for Argentina things may be more difficult in the future as a PNC Bank economic report suggests. “The return of a more activist and regulatory role for the central government reflects 
the economic collapse which the traditionally populist country has blamed on the free-market policies of the 1990s. Over the next several years President Nestor Kirchner will find it increasingly difficult to balance the market-oriented demands of the IMF and foreign investors with the more populist measures his government has adopted since taking office a year ago” (Hill). South Africa, on the other hand, is well situated with 
an external debt of $25.9 Billion and the country has not used their SDR from the IMF(IMF, 2004) .

Exchange Rate

In dollars as of November 17, 2004:(IMF, 2004)  

Argentina


South Africa


Turkey

 2.90 Peso

  7.56 Rand

   1,448,732 T/Lira
Current Stability

Argentina


South Africa


Turkey

Poor


   Good



 Poor

Currency has been a problem for both Argentina and especially Turkey. The Argentine Peso had fluctuated wildly during the later part of the 20th Century which that country was going through some excessive inflation and economic turmoil. That now has stabilized with the help of the IMF and some more 

conservative economic policies. 
Turkey is still having trouble with its currency. The T-Lira is over inflated and most international economist expects the currency to be devalued 3 or 4 digits to bring it more inline with IMF monetary policy. The South African Rand has found 
stability in a good economy since Apartheid and the current economy resurgence. 

Remittance and Exchange Control

      Argentina

South Africa


Turkey

$.90 B


  $.00 B



$10.4 B

Remittance and Exchange Control can have a significant effect on the economy of a country, both the country where the money is leaving and the country on the receiving end. Turkey is a good example since they have a large workforce overseas (Germany, Poland, etc) in the European Union, their economy is being helped by the inflow of the Euro. However, the EU is suffering from the outflow of the $10.4 B since they receive no value for those exported Euros. 

Country Risk Index

Each country has had its problems in the last four years which has given them a high risk rating. Argentina defaulted on their debts in 2001, South Africa had to resolve its Apartheid issue, and Turkey has had major problems with its currency and 

political instability. Even though, they are all working with the IMF and appear to be making steady progress toward stability 
and lower risk. Argentina is rated the highest because it has not yet resolved its default issues with its creditors and until then, investment in that country will be somewhat restricted. 

Argentina


South Africa


Turkey

V



    IV



  IV

Argentina Country Classification: PNC Group V (unchanged).
	 
	2001 
	2002
	2003f 
	2004f

	Real GDP Growth (% change)
	-4.4
	-10.9
	8.7
	5.0

	Per capita GDP (US$)
	7,232
	2,694
	3,233
	3,588

	Inflation (% annual change)
	-1.1
	25.9
	13.4
	11.0

	Current Account (US$ bns)
	-4.0
	9.6
	7.3
	2.0

	Merchandise Import Coverage (months)
	9.1
	14.9
	12.6
	11.2

	Foreign Debt (US$ bns)
	136.7
	142.0
	128.0
	140.0


South Africa Country Classification: PNC Group IV (unchanged).
	 
	2002 
	2003p
	2004f 
	2005f

	Real GDP Growth (% change)
	3.6
	1.9
	3.0
	3.5

	Per capita GDP (US$)
	2,374
	3,555
	4,467
	4,523

	Inflation (% annual change)
	9.2
	5.8
	5.0
	5.5

	Current Account (US$ bns)
	0.6
	-1.5
	-1.5
	-2.0

	Merchandise Import Coverage (months)
	2.6
	2.2
	3.1
	3.1

	Foreign Debt (US$ bns)
	25.0
	26.1
	24.8
	24.5


Turkey Country Classification: PNC Group IV (unchanged).
	 
	2002 
	2003p
	2004f 
	2005f

	Real GDP Growth (% change)
	7.3
	5.9
	7.0
	5.0

	Per capita GDP (US$)
	2,604
	3,362
	3,782
	3,917

	Inflation (% annual change)
	44.9
	25.3
	13.0
	12.0

	Current Account (US$ bns)
	-1.5
	-6.8
	-9.0
	-6.0

	Merchandise Import Coverage (months)
	6.7
	6.3
	5.0
	4.3

	Foreign Debt (US$ bns)
	131.3
	142.9
	145.3
	144.0


(PNC Bank, 2004) 
Overall Investment Climate

The country risk ratings is more of a look into history, whereas, the investment climate is more of a forward looking rating. South Africa, in our opinion, is rated “Good” because of 
their low External Debt structure, low current Balance of Payment account, and Political Freedom Rating. Argentina and 
Turkey is still working through some of their problems, but is making excellent progress. Turkey is working toward a European Union membership which provides an outstanding goal for achieving full democracy and economic freedom. Argentina, as a member of MERCOSUR and working with the IMF has also established itself as country of positive change and overall improved investment climate.
    Argentina


South Africa


Turkey

     Marginal


  Good



Marginal

Labor Force

We added Labor Force as an analysis item because a country’s total number of employed is a good indication of the size of a market that is available to purchase our product. In this case we can see that Turkey leads with the number of employed. However, we can also see by the percentage of those in the Labor Force as compared to population, South Africa has a strong 41.22% of its population employed(IMF, 2004). 
    Argentina


South Africa


Turkey

   15.2 Million

  17.6 M



23.8 M

Labor Force as Percentage of Population

Population: Argentina – 39.1 million; South Africa – 42.7 million; Turkey – 68.9 million.
  Argentina


South Africa


Turkey

38.87%


  41.22%


     34.54
Unemployment Percentage
The Unemployment rate is strongly in favor of Argentina with a low 3.7%. South Africa has successfully been working on reducing its unemployment rate in the last three years.
    Argentina


South Africa


Turkey

3.70%


    9.90%



18.40%

Comparison of Political and Legal Environment
	Table 3

	Comparison of Political and Legal Environment

	Factors
	Argentina
	S. Africa
	Turkey
	U.S.

	Form of Government
	Republic
	Republic
	Republic
	Republic

	Stability of Government Policy
	Unstable
	Stable
	Stable
	Stable

	Government Policy Towards Foreign Business
	Restrictive
	Moderate
	Moderate
	Moderate

	Membership in Major Economic Groups
	MERCOSUR
	none
	none
	N/A

	Political Freedom and Civil Liberties Index
	5.8
	6.8
	5.5
	8.9

	Corruption Perception Index
	2.5
	4.4
	3.2
	7.5


Form of Government
All three countries afford a similar government to the US. Both Argentina and South Africa have a Republic with Bi-Carmel legislatures (Central Intelligence Agency, 2004). Turkey also 
has a Republic style Government but uses a Uni-Carmel type of legislature (Central Intelligence Agency, 2004). This makes all three very good prospects as for trading partners.
Stability of Government Policy

In this category only two countries are considered desirable. Argentina suffered and economic reversal and defaulted on its foreign loans which was a direct result of excessive inflation. Due to the Governments economic policy at the time was the chief reason for this situation. Both Turkey and South Africa’s government has been around for a considerable period with little or no harmful effects on the economy.
Government Policy towards Foreign Business

Both Turkey and South Africa are very liberal toward foreign businesses operating in their countries. Each allow the company to own its business without the need of native partners and they afford the same rights as do to native businesses (Library of Congress, 2004). Argentina, on the other hand, offers very restrictive laws applying to foreign businesses. They require the corporation take on partners and these partners cannot be another corporation, it must be an individual (Library of Congress). This would not immediately remove Argentina in being a trading partner but it would be a detriment.
Major Economic Groups

Only Argentina is a member of an economic group. This is MERCOSUR. This makes them in a free trade zone with Brazil, Uruguay, Paraguay, and Argentina. Turkey, on the other hand, is preparing to be a full member of the European Union. All three countries use the US. as a trading partner at present so it would need to break new ground. 
Political Freedom and Civil Liberties Index

Table 3 shows the United States has a rating of 8.9 and it is not the highest on the scale indicating we are relatively free to operate businesses. Of our three countries South Africa has the best rating of 6.8 which makes them our likely choice for our exportation program (Transparency International, 2004).

Corruption Perception Index

Again the table 3 shows the United States with a rating of 7.5 and our countries of comparison considerably lower. As shown in the table South Africa does have the better rating for our selection. We would face significant corruption within the government but South Africa will be the best choice (PNC Bank, 2004).
Conclusion
All three of our countries offer both advantages and disadvantages. Analyzing the economic environment Turkey has the highest GDP and good GDP growth, however it is lacking in the eight other factors that we considered. Argentina has the lowest GDP, however it does have the highest GDP growth and performs very well in the other eight factors. South Africa has the best economic conditions and therefore makes it the best choice; with Argentina as a secondary consideration. We would eliminate Turkey from consideration as a viable trading partner because of all the instability in the overall economy.
When considering Table 2 “Comparison of International Business Environment” we applied the heaviest rating to the amount of external debt...and external debt versus GDP. This indicated South Africa has the best ratio. Currency stability was another significant factor and South Africa again was the most favorable of the three. The current account balance also indicates a strong economy and South Africa also was the best at a -1.5 Billion. From the overall we determined South Africa again was our best choice in a trading partner. 
Analyzing Table 3 “Comparison of Political and Legal Environment” just further strengthened our argument for South Africa as our choice. They have the most stable government and policy toward foreign businesses. They are not part of any 
economic group and are already a trading partner with the United States. Lastly, their political freedoms and corruption perception index was the best of the three indicating they would be the best match to the business climate in the United States.

Our recommendation does not come without some significant risk. South Africa has the lowest life expectancy of the three countries at 44 years. Unless the government gets the scourge of AIDs under control serious problems...politically and economically...could emerge in the future. Their inflation rate is high at 9.9% which posses a problem with currency exchange rate and inflation differential. They do have the lowest GDP growth in which we feel the problems lies in the life expectancy. 
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