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WEF GLOBAL COMPETITIVENESS REPORT 2016-17: 

SUMMARY OF RESULTS FOR AUSTRALIA   

September 2016 

AUSTRALIAN GLOBAL COMPETITIVENESS RANKING SLIPS IN 2016-17 

Australia’s ranking in the World Economic Forum’s (WEF) Global Competitiveness Report slid 

one place to 22nd in 2016-17, indicating a slight deterioration in national business competitiveness 

compared to one year earlier (Chart 1). This took Australia’s ranking back to its equal worst 

position of 22nd, reached in 2014-15. 

This year’s slide in Australia’s ranking occurred despite Australia’s Global Competitiveness Index 

(CGI) score edging up by 0.1 points to 5.2 out of a possible 7 points in 2016-17. This was the first 

change in Australia’s score since 2010-11 (Chart 1). This combination of a better score but a 

worsening ranking indicates that although Australia’s competitiveness score improved slightly, 

other countries improved by a greater extent, thus pushing Australia down one place in the 

rankings.  

Chart 1: Australia’s Global Competitiveness Index (GCI) score and ranking 
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The key policy message for Australian business, governments and the broader community arising 

from this year’s WEF Global Competitiveness Report is that Australia must work harder just to 

keep up with the improvements to competitiveness among our peers. Individual WEF indicators 

help to pinpoint Australia’s competitive strengths and weaknesses and to identify where Australia 

should best focus our efforts. In summary, Australia’s competitive strengths in 2016-17 are: 

 ‘financial market development’ (6th);  

 ‘higher education and training’ (9th); and 

 ‘health and primary education’ (10th). 

Australia’s weaknesses (with some unwelcome deteriorations) include rankings for: 

 ‘goods market efficiency’ (27th), reflecting our relatively high company tax burden (for which 

we rank 100th) and weaker tax incentives for business investment; 

 ‘technological readiness’ (24th);  

 ‘business sophistication’ (28th); and  

 ‘innovation’ (26th) (see Chart 2). 

Australia continues to rank relatively poorly on ‘labour market efficiency’, but 2016-17 saw a large 

movement in this indicator, up 8 places to 28th place. This is a big improvement from 56th place 

for ‘labour market efficiency’ in 2014-15.  

Australia also improved its relative ‘macroeconomic environment’ ranking by 5 places to 23rd place 

in 2016-17. This relatively poor ranking on the ‘macroeconomic environment’ measure is possibly 

misleading for Australia, because the global ranking is skewed somewhat by the high ranking 

accorded to a number of smaller and developing countries with strong but more volatile GDP 

growth rates than Australia, such that our record run of 25 years of continuous GDP (albeit 

weaker) growth is not reflected in this measure. 

Australia’s ranking of 22nd most competitive economy in 2016-17 leaves it lagging behind most of 

our peers including Canada (15th), New Zealand (13th), Japan (8th), the UK (7th), the US (3rd) and 

Singapore (2nd). Australia’s largest trade partner, China, was ranked the 28th most competitive 

economy, the same as in in 2015-16. The top three competitive economies in 2016-17 are 

Switzerland (1st), Singapore (2nd) and the US (3rd), unchanged from 2015-16. 
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Chart 2: Australia’s GCI results 2016-17: the GCI ‘pillars’ and indicators 

 

Australia’s competitive strengths 

In 2016-17, as in 2015-16, Australia ranks in the top ten for three indicators in the WEF Report: 

 Financial Market Development (ranked 6th up 1 place from 2015-16) 

Within this indicator, Australia is ranked 5th in the world for the soundness of banks, 4th on 

financial legal rights and 8th on the regulation of securities exchanges. Australia also 

performed well on the ease of access to loans (14th) and financing through local equity markets 

(15th). Less positively however, Australia still ranks poorly on the availability of venture capital 

(44th) and the affordability of financial services (39th).  

 Higher Education and Training (ranked 9th, unchanged from 2015-16) 

Australia is ranked 3rd in the world on secondary education enrolments and 8th for tertiary 

education enrolments. Australia also ranks well on internet access in schools (6th), the quality 

of our education system (14th) and the availability of specialised training services (14th). Less 

positively, Australia does not rank particularly well on the quality of maths and science 

education (24th), which presents a challenge for Australia’s digital competitiveness.  

 Health and Primary Education (ranked 10th, unchanged from 2015-16) 

Australia is ranked 1st for our low HIV prevalence and 8th for our life expectancy of 82.3 years. 

Australia is ranked 14th place for the quality of our primary school education.  



 

 

4 

Australia’s competitive challenges 

Australia’s most challenging rankings are in the WEF’s labour market efficiency, goods market 

efficiency and business sophistication and innovation indicators. Although some improvement 

was evident in this year’s scores and rankings, these areas need a stronger focus from business 

and Government if Australia is to significantly improve its global competitiveness. 

 Labour Market Efficiency (ranked 28th in 2016-17, up 8 places from 2015-16) 

Australia still trails behind other economies on many labour market measures. Australia still 

ranks poorly on hiring and firing practices (118th), flexibility of wage determination (111th) and 

taxation incentives to work (111th). Other outstanding areas of concern in our labour market 

are co-operation in labour-employer relations (54th), female participation in the labour force 

(54th) and redundancy costs (43th). A number of these measures improved significantly 

compared to 2015-16, notably pay and productivity (from 66th place to 26th) and cooperation 

in labour-employer relations (from 70th place to 54th). 

Chart 3: Labour Market Efficiency Indicators: Australia’s ranking 

 

 Goods Market Efficiency (ranked 27th in 2016-17, unchanged from 2015-16) 

Australia maintains a very poor ranking for total tax as a percentage of profits (unchanged at 

100th). Australia has stayed at or above 100th place in this taxation index for the past five years. 

Related to this, Australia scores poorly on tax incentives to invest (96th place), which could be 

a factor in Australia’s lack of non-mining business investment. Australia also scored poorly on 

the proportion of imports as a percentage of GDP (127th place and 21.4% of GDP), which is 

reflected in Australia’s long-term trade deficit. More positively, Australia ranks well with regard 

to local competition in goods markets (7th), procedures to start a new business (11th) and time 

to start a new business (6th). 
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 Business sophistication (ranked 28th in 2016-17, down 1 place from 2015-16) 

Australia’s ranking in this pillar slipped a place in 2016-17, even though our score was 

unchanged. This points to relatively stronger improvements in business sophistication globally 

and the imperative for Australian businesses to lift their performance . Measures in which 

Australian businesses score poorly include local supplier quantities (77th) (highlighting a high 

level of dependency on imported products), value chain breadth (50th) and state of cluster 

development (43rd), that is, concentrations of businesses in related products or services. As 

Australia seeks to diversify away from its recent reliance on resources exports, our economy 

must become better integrated into global supply chains and must produce globally 

competitive products that are ‘higher up’ in value chains. 

 Innovation (ranked 26th in 2016-17, down 3 places from 2015-16) 

The ‘Fourth industrial revolution’ is transforming the global economy, bringing disruptions and 

opportunities to a wide range of industries. Innovation is crucial to successful participation in 

this latest wave of technological advancement.  However, Australia is falling further behind its 

developed nation peers, as measured by the WEF’s innovation pillar, with this key ranking 

slipping three places to 26th place in 2016-17. Ongoing deficiencies for Australia in this area 

are government procurement of advanced technology (63rd), lower company spending on 

R&D (24th) and university-industry collaboration in R&D (33rd). Although Australia does better 

on the quality of our scientific research (12th), more must be done by government, business 

and universities in collaborating on research and in successfully commercialising new 

technologies and R&D.. 

In a separate section to these detailed indicators, the WEF Report also identifies the five ‘most 

problematic factors for doing business in Australia’ in 2016-17, as identified by CEOs participating 

in the WEF’s Global Executive Opinion Survey (Chart 4). These are:  

o restrictive labour regulations;  

o inefficient government bureaucracy; 

o high tax rates; 

o complexity of tax regulations; and  

o insufficient capacity to innovate.  

 

Restrictive labour regulations have been identified as the most problematic factor for Australian 

business since 2011-12. Also of note this year, ‘insufficient capacity to innovate’ is becoming a 

more prominent issue for Australian business.  

Compared with five years ago, restrictive labour regulations are of greater concern to Australian 

businesses now (scoring 23.6 points now versus 16.6 points in 2011-12), as are government 

bureaucracy, tax rates and the complexity of tax administration for businesses in Australia. 
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In contrast, access to finance is of concern for fewer Australian businesses now than it was five 

years ago (scoring 4.0 points now versus 10.7 points in 2011-12), as are inadequate supply of 

infrastructure (1.3 points now versus 10.3 points in 2011-12), poor work ethic and inadequate 

workforce education. Concerns about the effects on business operations of inflation, currency 

regulation, crime, corruption and government instability are negligible in Australia in 2016-17. 

Chart 4: Australia’s ‘most problematic factors for doing business’  

in 2016-17 and 2011-12* 

 

* From this list of factors, respondents were asked to select the five most problematic factors for doing business in 

their country and to rank them between 1 (most problematic) and 5 (least problematic). The score corresponds to 

the responses weighted according to their rankings. 
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The WEF role models: which countries are the most competitive in 2016-17? 

All of the countries in this year’s WEF top ten have been in the top ten for several years. The 

WEF’s Top Ten continues to be dominated by large highly advanced economies, including the 

US, Singapore the UK, Japan, Germany and Hong Kong, as well as smaller northern European 

economies such as Switzerland, The Netherlands, Finland and Sweden (see Table 1). 

These economies are not the cheapest locations of production globally. Instead, they share key 

competitive characteristics such as: 

• very open and competitive trade access and facilities (including large and efficient ports); 

• advanced manufacturing sectors; 

• strong promotion of innovation, R&D and new technologies; 

• very high education participation and quality standards; and  

• strong and stable financial, legal and political systems. 

Switzerland is the number one competitive economy again in 2016-17, for an eighth consecutive 

year. Interestingly, Switzerland consistently scores first for innovation and business sophistication, 

but not for basic business requirements or for efficiency enhancers. This underscores the 

importance of fostering innovation and sophistication in creating a truly competitive business 

environment. This needs to be supported by an enabling regulatory environment and excellent 

(but not necessarily world-best) physical and social infrastructure. 

Table 1: WEF Global Competitiveness Index (GCI) 2016-17: the Top 10 

GCI Rank, 

2016-17 

Country  

(GCI rank in 2015-16) 

Basic 

requirements* 

Efficiency 

enhancers# 

Innovation and 

sophistication** 

1 Switzerland (1) 2 3 1 

2 Singapore (2) 1 2 12 

3 United States (3) 27 1 2 

4 Netherlands (5) 4 9 6 

5 Germany (4) 10 7 3 

6 Sweden (9) 7 12 5 

7 United Kingdom (10) 23 5 9 

8 Japan (6) 22 10 4 

9 Hong Kong (7) 3 4 23 

10 Finland (8) 12 14 7 

* The ‘basic requirements’ group of indicators are about institutions, infrastructure, macroeconomic environment, health and 

primary education. # The ‘efficiency enhancers’ group of indicators are about higher education, training, goods market 

efficiency, labour market efficiency, financial market development, technological readiness and market size. ** The 

‘innovation and sophistication’ group of indicators are about business sophistication and innovation.  
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Appendix:  About the WEF Global Competitiveness Report 2016-17 

The Global Competitiveness Report 2016-17 is published by the World Economic Forum within 

the framework of the Global Competitiveness and Benchmarking Network. Research for the 

Report is conducted by the WEF and its network of over 160 Partner Institutes, which help 

administer the Executive Opinion Survey around the world. The Survey is used in conjunction 

with many other data sources in the production of this Report. Ai Group is the WEF’s Partner 

Institute in Australia.   

Further information about the WEF, the Global Competitiveness Report 2016-17 and the WEF’s 

partner institutes is available at:  https://www.weforum.org 

Each country’s productivity is the efficiency with which land, people, buildings and machines can 

be converted into goods and services. This is determined by a wide range of factors, such as the 

quality of a country’s physical infrastructure, legal systems, education systems, business 

regulations and financial markets. Each country’s competitiveness in the global arena is 

determined by its relative performance in each of these areas.  

The World Economic Forum’s (WEF) Global Competitiveness Report helps to quantify these 

factors that determine national productivity levels. It then benchmarks the relative 

competitiveness of countries around the world, based on these factors. 

The 2016-17 WEF Global Competitiveness Report contains competitiveness indices for 144 

countries, made up of ‘12 pillars of productivity’ (see Chart 5). These include:  

1. Institutions     7. Labour market efficiency 

2. Infrastructure    8. Financial market development 

3. Macroeconomic reform   9. Technological readiness 

4. Health and primary education  10. Market size 

5. Higher education and training  11. Business sophistication 

6. Goods market efficiency   12. Innovation 

The quality or scope of these ‘pillars’ is measured by indices that are constructed for each nation 

from a wide range of data sources. Data sources include the OECD, IMF and World Bank 

databases, national government data (such as the ABS in Australia) and private business surveys. 

All data sources are listed in the full report. The ‘competiveness’ of each country is based partly 

on economic data and partly on the surveyed assessment of the global business community. It is 

not synonymous with a ranking of relative production costs or relative labour costs.  
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Chart 5: The WEF Global Competitiveness Index (GCI) framework 
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