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Australia’s Global Competitiveness: findings from the World
Economic Forum (WEF) Global Competitiveness Report 2014-15
The latest World Economic forum’s (WEF) Global Competitiveness Report shows that Australia’s relative Global
th
Competitiveness Index (CGI) has deteriorated since 2009-10, dropping continuously from a peak ranking of 15
nd
st
place in 2009-10 to 22 place in 2014-15. This is one position lower than Australia’s ranking in 2013-14 (21 ) (see
Chart 1). This fall in ranking has been because Australia’s GCI score has been broadly stable since 2010-11, but at the
same time, many other countries have improved their performance on various measures within this key WEF Index. As a
result, Australia’s ranking – which indicates our relative competitiveness with regard to our productivity, capabilities and
use of resources – has deteriorated.
This year’s results for Australia clearly demonstrate that in the global context, it is not good enough to stand still; standing
still means falling behind, relative to the competitiveness of other economies. If Australia is to keep up with its economic
and trading peers, it must improve its performance in several areas, just to maintain its competitiveness. An improvement
in global competitiveness requires above-average performance on a number of fronts. This year’s WEF Report helps to
pinpoint where Australia needs to focus its efforts, namely in: labour market efficiency; government regulation and the
efficiency of goods markets (including in business taxation arrangements).

Chart 1: Australia’s Global Competitiveness Index (GCI)*

Which countries have the most competitive economies in 2014-15?
In 2014-15, Switzerland is ranked again as the most competitive country in the world, closely followed by Singapore. This
is the six consecutive year in which Switzerland has topped the WEF Global Competitiveness Index. Rankings at the top
of the GCI have remained relatively stable in recent years. Highly advanced large economies including the US, the UK,
Japan and Hong Kong continue to dominate the Top 10 list, as do the more specialised and ‘boutique’ northern European
nations including Germany, Finland, the Netherlands and Sweden (see Tables 1 and 3).
These nations all tend to share competitive characteristics such as:
• very open and competitive trade facilities (including large and efficient ports),
• advanced manufacturing sectors,
• very high education standards and
• strong and stable financial, legal and political systems.

Table 1: WEF Global Competitiveness Index (GCI) 2014-15: the Top 30
Rank
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Country / economy
Switzerland
Singapore
United States
Finland
Germany
Japan
Hong Kong
Netherlands
United Kingdom
Sweden

Rank
11
12
13
14
15
16
17
18
19
20

Country / economy
Norway
United Arab Emirates
Denmark
Taiwan
Canada
Qatar
New Zealand
Belgium
Luxembourg
Malaysia

Rank
21
22
23
24
25
26
27
28
29
30

Country / economy
Austria
Australia
France
Saudi Arabia
Ireland
South Korea
Israel
China
Estonia
Iceland

2014-15 survey detail: Australia’s Competitiveness
Australia’s results in the 2014-15 WEF Global Competitiveness Report are summarised in Table 2.
Australia’s performance score on the Global Competitiveness Index in 2014-15 is generally around the average score in
th
each of the key pillars, relative to other advanced economies. In terms of rankings, Australia ranks no lower than 30
place in 11 of the 12 pillars of the GCI this year. The key exception is for the “labour market efficiency” pillar, in which
th
Australia ranks a very poor 56 place (see Table 2 and more below).
Looking at Australia’s performance against some of the key competitiveness pillars in 2014-15 in detail:
th
• Despite recovering some ground to 19 place in terms of the relative quality of its “institutions”, Australia
th
continues to display severe levels of red tape (see Chart 2). It is ranked 124 place in 2014-15 in terms of its
th
“burden of government regulation”. Related to this, Australia is ranked 80 place in terms of its “effect of taxation
th
on incentives to work” in 2014-15, down from 59 place in 2013-14.
th
th
• Australia’s relative “goods market efficiency” has dropped from a peak of 9 place in 2009-10 to 29 place in
2014-15. This pillar describes Australia’s relative performance with regard to an economy’s ability to produce the
right mix of goods and services and to trade these products effectively. Healthy market competition is important in
driving market efficiency, while business productivity requires government regulations that do not impede
business activity, distort resource allocations or impose burdensome taxes. Market efficiency also depends upon
demand conditions, such as customer orientation and buyer sophistication.

•

•

•
•

th

Australia achieves its best rank in the “financial market development” pillar, advancing one position to 6 place
th
rd
from a low of 8 place in 2012-13. The soundness of Australia’s banking sector is especially strong, ranking 3
behind Canada and New Zealand.
th
Australia’s ranking for its “macroeconomic situation” has deteriorated by five places to 30 place, in response to
slower GDP growth and rising unemployment in Australia, as well as improving macroeconomic performance in
other countries. Notwithstanding an increase in the Australian federal government’s budget deficit in recent years,
the WEF praised Australia’s public debt-to-GDP ratio, which remains the fourth lowest among OECD countries.
th
Australia recovered some of its standing in “higher education and training”, moving back to 11 position this year
th
after falling to a low of 15 place in 2013-14.
th
th
Australia’s competitiveness with regards to “technological readiness” (19 ), “business sophistication” (28 ) and
th
“innovation” (25 ) has remained fairly stable over recent years. Improving these indicators would assist greatly in
promoting stronger Australian productivity growth and international competitiveness.

Table 2: Australia’s GCI results in 2014-15: detailed pillars

When asked to select the five most problematic areas for doing business in Australia, 25.4% of respondents selected
“restrictive labour regulations” as the number one impediment for doing business in Australia in 2014-15 (see Chart 2). A
restrictive labour market has topped the list of key business impediments in Australia in each of the WEF’s Global
Competitiveness Reports since 2008-09, but a far higher proportion of business leaders said it is an impediment in 201415 than in previous years (see Chart 2). This suggests that labour regulations have become a greater impediment to
competitiveness in Australia in 2014-15, instead of improving.
Business leaders also named tax rates (11.1%) and tax regulations (10.0%) among the five most problematic areas for
doing business in Australia in 2014-15. Almost 11% of businesses highlighted concerns about Australia’s “inefficient
government bureaucracy”, while just over 10% believe an inadequate supply of infrastructure is impeding Australia’s
global competitiveness.

Chart 2: Top 5 impediments to doing business in Australia*

* Respondents were asked to select the five most problematic factors for doing business in their
country, from a list of 15 possible factors.
One of the key reasons why Australia’s global competitiveness has fallen in recent years has been due to deteriorating
efficiencies in Australian labour and goods markets. Both Australia’s index score and ranking for “labour market
efficiency” have deteriorated significantly since 2009-10 (see Chart 3). This is of particular concern because it indicates
that Australia’s performance against this key pillar has deteriorated in absolute terms as well as relative terms.

Chart 3: Australia’s Labour Market Efficiency* index

With regard to relative labour market efficiency, in 2014-15 Australia ranks (see Chart 4):
th
th
• 125 for the relative competitiveness of its “pay and productivity”, from a peak of 26 place in 2008-09;
th
th
• 136 for the rigidity of its “hiring and firing practices” in 2014-15, compared to 46 place in 2008-09;
nd
th
• 132 for the “flexibility of wage determination” in 2014-15, down from 75 in 2008-09;
th
th
• 109 for the “co-operation in labour-employer relations” sub-index this year, compared to just 37 in 2008-09; and
th
th
• 50 for the competitiveness of its “redundancy costs”, from a high of 6 place in 2011-12.

Chart 4: Australia’s Labour Market Efficiency sub-indexes

The second key pillar in which Australia’s global ranking has deteriorated significantly is “goods market efficiency”.
th
th
Australia’s ranking against this pillar has also fallen from a peak of 9 place in 2009-10 to 29 place in 2014-15. As noted
above, economies with efficient goods markets are better able to produce an appropriate mix of goods and services
(depending on their resources and advantages), to trade these goods effectively and to respond to new challenges.
The reasons for Australia’s low performance on “goods market efficiency” in 2014-15 are:
th
th
• Australia’s total tax rate (as a percentage of profits) is currently ranked 104 place, down from 88 place in 200809 (Chart 5). This improved slightly in 2014-15 compared to the previous year, but the low score still acted as a
drag on Australia’s relative performance.
st
• not all the tax revenue has been efficiently applied in Australia, with Australia coming in at 51 place for
th
“wastefulness of government spending”, down from 16 place on this measure in 2008-09 (but up slightly from
2013-14, in relative ranking terms).
th
th
• Australia ranks 74 place for the “effect of taxation on incentives to invest” in 2014-15 (and 80 place in 2013-14).
This policy area is particularly important for Australia at present, as the economy tries to transition from a mining
investment boom to growth driven more strongly by non-mining related output and investments.

Chart 5: Australia’s ‘Total Tax Rate’ and ‘Wastefulness of Government
Spending’ sub-indexes

th

Australia’s ranking for the “business sophistication” pillar has been fairly stable over recent years and sits at 28 place in
th
th
2014-15. Within this pillar, Australia is only ranked 95 for the “breath of its value chain” and 56 for its “control of
international distribution” (see Chart 6). In a globalised economy with more international trade occurring between more
countries and covering a growing range of goods and services, it is vital that Australian businesses forge wider and
stronger links within their international supply chains.

Chart 6: Australian ‘Business Sophistication’ sub-indexes

More positively, there are a number of important bright lights in the 2014-15 WEF GCI Report. In 2014-15 Australia ranks:
st
• 1 for secondary education enrolment rates;
st
• 1 for the Legal Rights Index;
st
• 1 for our ability to manage inflation;
rd
• 3 for the “soundness of banks”;
th
• 4 for the number of mobile broadband subscriptions per 100 people;
th
• 5 for the number of days required to start a business;
th
• 6 for tertiary enrolment rates;
th
• 8 for efficacy of corporate boards; and
th
• 8 for the intensity of local competition.
These positive points suggest that Australia has the fundamentals in place to support a real improvement in national
economic competitiveness. The potential exists for Australia to become one of the most competitive countries in the
world. In order to realise Australia’s potential international competitiveness however, there is a pressing need to improve
key areas of national economic performance including in labour flexibilities, business regulation and company taxation.

Appendix: About the WEF Global Competitiveness Report 2014-2015
The Global Competitiveness Report 2014 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. The full list of Partner Institutes is available at http://wef.ch/partnerinstitutes2013.
Further information about the WEF and the Global Competitiveness Report 2014-15 is available at:
http://www3.weforum.org/docs/WEF_GlobalCompetitivenessReport_2014-15.pdf
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 Australian Industry Group is the Australian partner association that contributes the Australian
component to this unique annual research project.
The 2014-15 WEF Global Competitiveness Report contains competitiveness indices for 144 countries, made up of ‘12
pillars of productivity’ (see Chart 7). 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 both publically
available data and through the use of business surveys. For example, the competitiveness indexes for Australia are, in
part, based on a survey of Australian businesses that is conducted on behalf of the WEF by the Australian Industry
Group. It is worth noting that the competiveness of each country is partly based on national economic data and partly on
the subjective assessments and perceptions of the global business community.

Table 3: WEF GCI Sub-indexes 2014-15: the Top 10
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Chart 7: The WEF Global Competitiveness Index (GCI) framework
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