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At the time this Report is being released, the world 
economy continues to emerge slowly from the most 
serious economic crisis of the post–World War II 
period—one that has deeply transformed the global 
economy and highlighted the increasingly important 
role that emerging markets and developing economies 
play in the global economy. As advanced economies 
are searching for ways to speed up their economic 
engines, emerging and developing countries have been 
important drivers of the global economic recovery. 
As a result, the nature of the relationship between 
advanced economies and emerging ones has evolved, 
and emerging and developing countries have created 
stronger ties among themselves. Among the advanced 
economies, two patterns seem to emerge: the United 
States, Canada, and Japan are expected to grow at a 
gentle pace, while the prospects for the euro zone are 
more uncertain, especially as tight credit conditions 
continue to limit domestic demand. More generally, the 
new global economic landscape raises questions as to 
the very distinction between advanced and emerging 
economies, particularly when it comes to growth and 
competitiveness.

Against this background, the past year has seen 
some progress in rebuilding global confidence, so 
recovery looks more assured today than it did just one 
year ago. Many of the tail risks that concerned us in 
the last edition have not come to pass, in particular in 
the United States, which did not fall off the “fiscal cliff”; 
in Europe, where the breakup of the euro zone was 
avoided and where sovereign bond differentials have 
drastically narrowed; and in China, where fears of a hard 
landing have receded for the time being.

Despite this more positive global outlook, some 
uncertainty remains. In advanced economies, the 
potential consequences of a tapering and eventual halt 
of quantitative easing in the United States, the aggressive 
yet still incomplete financial and structural measures 
adopted in Japan, and the persistent unemployment 
and economic recovery challenges in Europe are 
factors that could put future economic performance at 
risk. In emerging markets, it is uncertain how protests 
in Brazil and Turkey, the credit crunch in China, 
and the potentially volatile capital flows to emerging 
and developing markets will affect growth in these 
economies. And critical challenges remain: policymakers 
around the globe need to ensure that public finances 
are sustainable in the longer term, where the pains 
of deleveraging will be particularly felt by advanced 
economies.

Around the world, unemployment or the threat of it 
remains one of the main challenges to long-term social 
sustainability. Indeed, the experience of recent years has 
underscored social sustainability as key to longer-term 
competitiveness, and thus to sustainable growth. Against 
this challenge, one of the elements gaining in importance 
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in fostering countries’ competitiveness is education. 
A perception is growing that educational systems in 
many countries could better respond to the needs of 
labor markets, help economies to avoid skills gaps, and 
ensure that adequately trained human capital is available 
to support business activity as well as to develop 
innovative capacity and entrepreneurship. It is therefore 
to be expected that, over the coming years, a series of 
major systemic reviews of educational frameworks at the 
national level will be necessary in many countries across 
all stages of development. Overall, although there are 
indications that economic policies and measures are 
shifting in the right direction, efforts must be sustained 
in order to safeguard the progress achieved and to keep 
the global economy on a sustainable growth path going 
forward.

Encouraging, sustaining, and enhancing growth 
will require decisive action by leaders in order to boost 
their countries’ competitiveness and future economic 
outlook. Reforms and the right set of investments to 
enhance competitiveness will be crucial for the economic 
transformations that can lead to sustained higher growth 
over the longer term. It is therefore imperative that 
competitiveness features high on the economic reform 
agenda of both advanced and emerging and developing 
economies.

For more than three decades, the World Economic 
Forum’s annual Global Competitiveness Reports 
have studied and benchmarked the many factors 
underpinning national competitiveness. From the onset, 
the goal has been to provide insight and stimulate 
discussion among all stakeholders about the best 
strategies and policies to help countries to overcome the 
obstacles to improved competitiveness. In the current 
challenging economic environment, our work is a critical 
reminder of the importance of sound structural economic 
fundamentals for sustained growth.

Since 2005, the World Economic Forum has 
based its competitiveness analysis on the Global 
Competitiveness Index (GCI), a comprehensive tool that 
measures the microeconomic and macroeconomic 
foundations of national competitiveness.1

More recently, in order to better place the discussion 
of competitiveness in the societal and environmental 
context, the World Economic Forum has begun exploring 
the complex relationship between competitiveness 
and sustainability as measured by its social and 
environmental dimension. The work carried out to date 
on these important aspects of human and economic 
development is described in Chapter 1.2. 

Going forward, the World Economic Forum will 
further support countries in their quest for higher 
competitiveness by compiling and publishing a 
repository of public-private practices that countries have 
implemented in order to improve their competitiveness. 
Together with the Index results, these practices will 

inform a series of structured multi-stakeholder dialogues 
(see Box 1) that will be piloted over the coming year. We 
hope that this new initiative will support transformations 
toward higher competitiveness at regional and national 
levels.

THE 12 PILLARS OF COMPETITIVENESS
We define competitiveness as the set of institutions, 
policies, and factors that determine the level of 
productivity of a country. The level of productivity, in 
turn, sets the level of prosperity that can be reached by 
an economy. The productivity level also determines the 
rates of return obtained by investments in an economy, 
which in turn are the fundamental drivers of its growth 
rates. In other words, a more competitive economy is 
one that is likely to grow faster over time.

The concept of competitiveness thus involves static 
and dynamic components. Although the productivity of 
a country determines its ability to sustain a high level of 
income, it is also one of the central determinants of its 
returns on investment, which is one of the key factors 
explaining an economy’s growth potential.

Many determinants drive productivity and 
competitiveness. Understanding the factors behind 
this process has occupied the minds of economists 
for hundreds of years, engendering theories ranging 
from Adam Smith’s focus on specialization and the 
division of labor to neoclassical economists’ emphasis 
on investment in physical capital and infrastructure,2 
and, more recently, to interest in other mechanisms 
such as education and training, technological progress, 
macroeconomic stability, good governance, firm 
sophistication, and market efficiency, among others. 
While all of these factors are likely to be important for 
competitiveness and growth, they are not mutually 
exclusive—two or more of them can be significant at the 
same time, and in fact that is what has been shown in 
the economic literature.3

This open-endedness is captured within the GCI 
by including a weighted average of many different 
components, each measuring a different aspect of 
competitiveness. These components are grouped into 12 
pillars of competitiveness:

First pillar: Institutions
The institutional environment is determined by the legal 
and administrative framework within which individuals, 
firms, and governments interact to generate wealth. The 
importance of a sound and fair institutional environment 
has become all the more apparent during the recent 
economic and financial crisis and is especially crucial 
for further solidifying the fragile recovery, given the 
increasing role played by the state at the international 
level and for the economies of many countries.

The quality of institutions has a strong bearing on 
competitiveness and growth.4 It influences investment 
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decisions and the organization of production and plays 
a key role in the ways in which societies distribute the 
benefits and bear the costs of development strategies 
and policies. For example, owners of land, corporate 
shares, or intellectual property are unwilling to invest in 
the improvement and upkeep of their property if their 
rights as owners are not protected.5

The role of institutions goes beyond the legal 
framework. Government attitudes toward markets 
and freedoms and the efficiency of its operations 
are also very important: excessive bureaucracy and 
red tape,6 overregulation, corruption, dishonesty in 
dealing with public contracts, lack of transparency and 
trustworthiness, inability to provide appropriate services 
for the business sector, and political dependence of 
the judicial system impose significant economic costs 
to businesses and slow the process of economic 
development.

In addition, the proper management of public 
finances is also critical for ensuring trust in the national 
business environment. Indicators capturing the quality 
of government management of public finances are 
therefore included here to complement the measures of 
macroeconomic stability captured in pillar 3 below.

Although the economic literature has focused 
mainly on public institutions, private institutions are 
also an important element of the process of creating 
wealth. The global financial crisis, along with numerous 
corporate scandals, have highlighted the relevance of 
accounting and reporting standards and transparency 
for preventing fraud and mismanagement, ensuring good 
governance, and maintaining investor and consumer 
confidence. An economy is well served by businesses 
that are run honestly, where managers abide by strong 
ethical practices in their dealings with the government, 
other firms, and the public at large.7 Private-sector 
transparency is indispensable to business; it can be 
brought about through the use of standards as well as 
auditing and accounting practices that ensure access to 
information in a timely manner.8

Second pillar: Infrastructure
Extensive and efficient infrastructure is critical for 
ensuring the effective functioning of the economy, as 
it is an important factor in determining the location of 
economic activity and the kinds of activities or sectors 
that can develop within a country. Well-developed 
infrastructure reduces the effect of distance between 
regions, integrating the national market and connecting it 
at low cost to markets in other countries and regions. In 
addition, the quality and extensiveness of infrastructure 
networks significantly impact economic growth and 
reduce income inequalities and poverty in a variety of 
ways.9 A well-developed transport and communications 
infrastructure network is a prerequisite for the access of 

Box 1: The Competitiveness Lab and 
Competitiveness Practices Repository

A country’s competitiveness is widely accepted as the 
key driver for sustaining prosperity and raising the well-
being of its citizens. Enhancing competitiveness is a 
long-term process that requires improvement across 
many areas as well as long-lasting commitments from 
relevant stakeholders to mobilize resources, time, and 
effort. Accordingly, to make the right decisions, these 
stakeholders need information and data.

For more than 30 years, the World Economic Forum 
has studied and benchmarked competitiveness. From 
the outset, our goal has been to provide insight and 
stimulate discussion among all stakeholders to determine 
the best strategies, policies, and activities for overcoming 
the obstacles to improving competitiveness. Against 
this backdrop, the Forum is taking the next step and will 
embark on two new initiatives—the Competitiveness 
Lab and Competitiveness Practices Repository—to 
orchestrate an informed multi-stakeholder process for 
better understanding and shaping the competitiveness 
agenda of a country or region. The Competitiveness 
Lab will create a safe space for sustained dialogue in 
order to encourage better decision making and to help 
define an action plan with priorities that supports the 
competitiveness transformation of a country or region.

As part of this initiative, and in order to provide 
additional knowledge inputs into the dialogue, the Forum is 
also building a repository of competitiveness practices. 
Given the crucial importance of supporting the coordinated 
efforts of different agents to improve competitiveness, 
the Forum’s expertise in building public-private strategic 
collaborations, and the relative knowledge gap in this area, 
the repository will focus on providing information about 
competitiveness-driven public-private collaborations. 
The information covered in this repository will include 
a definition of specific contexts and competitiveness 
challenges that have been faced by a particular country 
or region, a description of the actions that were adopted, 
and the implementation process of those actions, including 
the identification of key barriers and enablers that allow 
the practice to succeed. The objective of compiling this 
information is to support cross-country learning and to 
help stakeholders better assess the possibility of scaling 
up and replicating any specific practice in their own 
country or region.

less-developed communities to core economic activities 
and services.

Effective modes of transport—including quality 
roads, railroads, ports, and air transport—enable 
entrepreneurs to get their goods and services to 
market in a secure and timely manner and facilitate 
the movement of workers to the most suitable jobs. 
Economies also depend on electricity supplies that are 
free from interruptions and shortages so that businesses 
and factories can work unimpeded. Finally, a solid 
and extensive telecommunications network allows for 
a rapid and free flow of information, which increases 
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overall economic efficiency by helping to ensure that 
businesses can communicate and decisions are made 
by economic actors taking into account all available 
relevant information.

Third pillar: Macroeconomic environment
The stability of the macroeconomic environment is 
important for business and, therefore, is significant for 
the overall competitiveness of a country.10 Although 
it is certainly true that macroeconomic stability alone 
cannot increase the productivity of a nation, it is also 
recognized that macroeconomic disarray harms the 
economy, as we have seen in recent years, notably 
in the European context. The government cannot 
provide services efficiently if it has to make high-interest 
payments on its past debts. Running fiscal deficits limits 
the government’s future ability to react to business 
cycles. Firms cannot operate efficiently when inflation 
rates are out of hand. In sum, the economy cannot grow 
in a sustainable manner unless the macro environment 
is stable. Macroeconomic stability captured the attention 
of the public most recently when some advanced 
economies, notably the United States and some 
European countries, needed to take urgent action to 
prevent macroeconomic instability when their public debt 
reached unsustainable levels in the wake of the global 
financial crisis.

It is important to note that this pillar evaluates 
the stability of the macroeconomic environment, so it 
does not directly take into account the way in which 
public accounts are managed by the government. This 
qualitative dimension is captured in the institutions pillar 
described above.

Fourth pillar: Health and primary education
A healthy workforce is vital to a country’s 
competitiveness and productivity. Workers who are 
ill cannot function to their potential and will be less 
productive. Poor health leads to significant costs to 
business, as sick workers are often absent or operate at 
lower levels of efficiency. Investment in the provision of 
health services is thus critical for clear economic, as well 
as moral, considerations.11

In addition to health, this pillar takes into account 
the quantity and quality of the basic education received 
by the population, which is increasingly important 
in today’s economy. Basic education increases the 
efficiency of each individual worker. Moreover, often 
workers who have received little formal education can 
carry out only simple manual tasks and find it much 
more difficult to adapt to more advanced production 
processes and techniques, and therefore contribute less 
to devising or executing innovations. In other words, lack 
of basic education can become a constraint on business 
development, with firms finding it difficult to move up the 

value chain by producing more sophisticated or value-
intensive products.

Fifth pillar: Higher education and training
Quality higher education and training is crucial for 
economies that want to move up the value chain beyond 
simple production processes and products.12 Box 2 
outlines the linkages between fostering cross-border 
value chains and competitiveness in more detail. In 
particular, today’s globalizing economy requires countries 
to nurture pools of well-educated workers who are 
able to perform complex tasks and adapt rapidly to 
their changing environment and the evolving needs of 
the production system. This pillar measures secondary 
and tertiary enrollment rates as well as the quality of 
education as evaluated by business leaders. The extent 
of staff training is also taken into consideration because 
of the importance of vocational and continuous on-the-
job training—which is neglected in many economies—for 
ensuring a constant upgrading of workers’ skills.

Sixth pillar: Goods market efficiency
Countries with efficient goods markets are well 
positioned to produce the right mix of products and 
services given their particular supply-and-demand 
conditions, as well as to ensure that these goods can 
be most effectively traded in the economy. Healthy 
market competition, both domestic and foreign, is 
important in driving market efficiency, and thus business 
productivity, by ensuring that the most efficient firms, 
producing goods demanded by the market, are those 
that thrive. The best possible environment for the 
exchange of goods requires a minimum of government 
intervention that impedes business activity. For 
example, competitiveness is hindered by distortionary or 
burdensome taxes and by restrictive and discriminatory 
rules on foreign direct investment (FDI)—which limit 
foreign ownership—as well as on international trade. The 
recent economic crisis has highlighted the high degree 
of interdependence of economies worldwide and the 
degree to which growth depends on open markets. 
Protectionist measures are counterproductive as they 
reduce aggregate economic activity.

Market efficiency also depends on demand 
conditions such as customer orientation and buyer 
sophistication. For cultural or historical reasons, 
customers may be more demanding in some countries 
than in others. This can create an important competitive 
advantage, as it forces companies to be more innovative 
and customer-oriented and thus imposes the discipline 
necessary for efficiency to be achieved in the market.

Seventh pillar: Labor market efficiency
The efficiency and flexibility of the labor market are 
critical for ensuring that workers are allocated to their 
most effective use in the economy and provided with 
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incentives to give their best effort in their jobs. Labor 
markets must therefore have the flexibility to shift 
workers from one economic activity to another rapidly 
and at low cost, and to allow for wage fluctuations 
without much social disruption.13 The importance of 
the latter has been dramatically highlighted by events 
in Arab countries, where rigid labor markets were an 
important cause of high youth unemployment, sparking 
social unrest in Tunisia that then spread across the 
region. Youth unemployment is also high in a number of 
European countries, where important barriers to entry 
into the labor market remain in place.

Efficient labor markets must also ensure clear 
strong incentives for employees and efforts to promote 
meritocracy at the workplace, and they must provide 
equity in the business environment between women and 
men. Taken together these factors have a positive effect 
on worker performance and the attractiveness of the 
country for talent, two aspects that are growing more 
important as talent shortages loom on the horizon.

Eighth pillar: Financial market development
The financial and economic crisis has highlighted the 
central role of a sound and well-functioning financial 
sector for economic activities. An efficient financial 
sector allocates the resources saved by a nation’s 
citizens, as well as those entering the economy from 
abroad, to their most productive uses. It channels 
resources to those entrepreneurial or investment projects 
with the highest expected rates of return rather than 
to the politically connected. A thorough and proper 
assessment of risk is therefore a key ingredient of a 
sound financial market.

Business investment is also critical to productivity. 
Therefore economies require sophisticated financial 
markets that can make capital available for private-sector 
investment from such sources as loans from a sound 
banking sector, well-regulated securities exchanges, 
venture capital, and other financial products. In order to 
fulfill all those functions, the banking sector needs to be 
trustworthy and transparent, and—as has been made 
so clear recently—financial markets need appropriate 
regulation to protect investors and other actors in the 
economy at large.

Box 2: Benefiting from globalizing value chains by raising competitiveness

As the relevance of international value chains continues 
to grow within the global economy, international trade is 
increasingly taking place within the production networks of 
multinational corporations. According to estimates from the 
Organisation for Economic Co-operation and Development 
(OECD), imported intermediate inputs account for about one-
quarter of OECD members’ exports. For China, this share is 
about 30 percent; it is about twice that for India and Brazil. 
From a national perspective, participation in value-chain 
trade has many benefits. Beyond export revenue, these 
include employment and indirect spillovers in areas such 
as management, technical know-how, and access to new 
technologies.

The rise of cross-border value chains has important 
implications for countries’ economic and trade policies as well 
as for development efforts. One consequence is that cross-
border trade in goods has become increasingly intertwined 
with trade in services and cross-border investment flows, as 
well as with the international movement of labor. For countries 
at more basic stages of development, the key question is not 
so much how to enter the value chain at the lowest level, but 
how to move up to more advanced steps of production. So 
what can countries do to benefit from this changing pattern 
of trade?

As intermediate products may cross borders many times 
before being assembled into the final good, trade facilitation 
and other measures that reduce the transaction costs of 
trade—especially the cost of logistics—are key for production 
location. Participating successfully in international value 
chains requires ease in importing, which in many countries is 
still constrained by tariffs and other, more practical barriers 
such as customs procedures or high transport costs.

Whether a country can participate in cross-border value 
chains crucially depends on a number of factors that include 
its productivity and, therefore, the factors that determine 
competitiveness as captured by the Global Competitiveness 
Index (GCI). Among these factors are the availability of 
healthy and educated workforce, robust infrastructure, deep 
penetration of information and communication technologies, 
a solid and efficient institutional framework, and efficient labor 
markets. Although all these factors are needed to enter the 
value chain, they rise in importance as the country wishes to 
move up. The higher a country moves up the value chain, the 
greater the importance of efficiency enhancers and innovation 
and sophistication factors.

A specific feature of value-added trade is its strong link 
with services trade. Transactional services—such as logistics 
to transport the good to destination or telecommunications 
to stay in touch and obtain information—must be available 
for a country to enter and move up the value chain. Making 
these services available necessitates a dynamic and open 
business environment that benefits from healthy levels of 
domestic competition and openness to international trade and 
investment, issues that are captured by the goods markets 
efficiency pillar of the GCI.

Overall, from a national policy perspective, the fact that 
most global trade is now increasingly taking place in value 
chains strengthens the link between trade and competitiveness 
policies and raises the stakes for competitiveness-enhancing 
measures even further. Competitiveness-enhancing policies are 
particularly important for countries to move up the value chain. 
In other words, by implementing competitiveness-enhancing 
policies, countries can reap higher benefits that will result in 
economic development and employment opportunities.
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Ninth pillar: Technological readiness
In today’s globalized world, technology is increasingly 
essential for firms to compete and prosper. The 
technological readiness pillar measures the agility with 
which an economy adopts existing technologies to 
enhance the productivity of its industries, with specific 
emphasis on its capacity to fully leverage information 
and communication technologies (ICTs) in daily activities 
and production processes for increased efficiency and 
enabling innovation for competitiveness.14 ICTs have 
evolved into the “general purpose technology” of our 
time,15 given their critical spillovers to other economic 
sectors and their role as industry-wide enabling 
infrastructure. Therefore ICT access and usage are key 
enablers of countries’ overall technological readiness.

Whether the technology used has or has not been 
developed within national borders is irrelevant for its 
ability to enhance productivity. The central point is that 
the firms operating in the country need to have access 
to advanced products and blueprints and the ability 
to absorb and use them. Among the main sources of 
foreign technology, FDI often plays a key role, especially 
for countries at a less advanced stage of technological 
development. It is important to note that, in this 
context, the level of technology available to firms in a 
country needs to be distinguished from the country’s 
ability to conduct blue-sky research and develop new 
technologies for innovation that expand the frontiers 
of knowledge. That is why we separate technological 
readiness from innovation, captured in the 12th pillar, 
described below.

Tenth pillar: Market size
The size of the market affects productivity since large 
markets allow firms to exploit economies of scale. 
Traditionally, the markets available to firms have 
been constrained by national borders. In the era of 
globalization, international markets have become a 
substitute for domestic markets, especially for small 
countries. Vast empirical evidence shows that trade 
openness is positively associated with growth. Even if 
some recent research casts doubts on the robustness of 
this relationship, there is a general sense that trade has 
a positive effect on growth, especially for countries with 
small domestic markets.16

Thus exports can be thought of as a substitute for 
domestic demand in determining the size of the market 
for the firms of a country.17 By including both domestic 
and foreign markets in our measure of market size, we 
give credit to export-driven economies and geographic 
areas (such as the European Union) that are divided into 
many countries but have a single common market.

Eleventh pillar: Business sophistication
There is no doubt that sophisticated business practices 
are conducive to higher efficiency in the production of 

goods and services. Business sophistication concerns 
two elements that are intricately linked: the quality of a 
country’s overall business networks and the quality of 
individual firms’ operations and strategies. These factors 
are particularly important for countries at an advanced 
stage of development when, to a large extent, the 
more basic sources of productivity improvements have 
been exhausted. The quality of a country’s business 
networks and supporting industries, as measured by 
the quantity and quality of local suppliers and the extent 
of their interaction, is important for a variety of reasons. 
When companies and suppliers from a particular 
sector are interconnected in geographically proximate 
groups, called clusters, efficiency is heightened, greater 
opportunities for innovation in processes and products 
are created, and barriers to entry for new firms are 
reduced. Individual firms’ advanced operations and 
strategies (branding, marketing, distribution, advanced 
production processes, and the production of unique and 
sophisticated products) spill over into the economy and 
lead to sophisticated and modern business processes 
across the country’s business sectors.

Twelfth pillar: Innovation
Innovation can emerge from new technological and non-
technological knowledge. Non-technological innovations 
are closely related to the know-how, skills, and working 
conditions that are embedded in organizations and 
are therefore largely covered by the eleventh pillar of 
the GCI. The final pillar of competitiveness focuses on 
technological innovation. Although substantial gains 
can be obtained by improving institutions, building 
infrastructure, reducing macroeconomic instability, or 
improving human capital, all these factors eventually 
run into diminishing returns. The same is true for the 
efficiency of the labor, financial, and goods markets. In 
the long run, standards of living can be largely enhanced 
by technological innovation. Technological breakthroughs 
have been at the basis of many of the productivity gains 
that our economies have historically experienced. These 
range from the industrial revolution in the 18th century 
and the invention of the steam engine and the generation 
of electricity to the more recent digital revolution. The 
latter is not only transforming the way things are being 
done, but also opening a wider range of new possibilities 
in terms of products and services. Innovation is 
particularly important for economies as they approach 
the frontiers of knowledge and the possibility of 
generating more value by only integrating and adapting 
exogenous technologies tends to disappear.18

Although less-advanced countries can still improve 
their productivity by adopting existing technologies 
or making incremental improvements in other areas, 
for those that have reached the innovation stage of 
development this is no longer sufficient for increasing 
productivity. Firms in these countries must design 
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and develop cutting-edge products and processes to 
maintain a competitive edge and move toward even 
higher value-added activities. This progression requires 
an environment that is conducive to innovative activity 
and supported by both the public and the private 
sectors. In particular, it means sufficient investment 
in research and development (R&D), especially by the 
private sector; the presence of high-quality scientific 
research institutions that can generate the basic 
knowledge needed to build the new technologies; 
extensive collaboration in research and technological 
developments between universities and industry; and 
the protection of intellectual property, in addition to high 
levels of competition and access to venture capital and 
financing that are analyzed in other pillars of the Index. 
In light of the recent sluggish recovery and rising fiscal 
pressures faced by advanced economies, it is important 
that public and private sectors resist pressures to cut 
back on the R&D spending that will be so critical for 
sustainable growth going into the future.

The interrelation of the 12 pillars
Although we report the results of the 12 pillars of 
competitiveness separately, it is important to keep 
in mind that they are not independent: they tend to 

reinforce each other, and a weakness in one area often 
has a negative impact in others. For example, a strong 
innovation capacity (pillar 12) will be very difficult to 
achieve without a healthy, well-educated and trained 
workforce (pillars 4 and 5) that is adept at absorbing new 
technologies (pillar 9), and without sufficient financing 
(pillar 8) for R&D or an efficient goods market that makes 
it possible to take new innovations to market (pillar 6). 
Although the pillars are aggregated into a single index, 
measures are reported for the 12 pillars separately 
because such details provide a sense of the specific 
areas in which a particular country needs to improve.

The appendix describes the exact composition of 
the GCI and technical details of its construction.

STAGES OF DEVELOPMENT AND THE WEIGHTED 
INDEX
While all of the pillars described above will matter to a 
certain extent for all economies, it is clear that they will 
affect them in different ways: the best way for Cambodia 
to improve its competitiveness is not the same as the 
best way for France to do so. This is because Cambodia 
and France are in different stages of development: as 
countries move along the development path, wages tend 
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to increase and, in order to sustain this higher income, 
labor productivity must improve.

In line with well-known economic theory of stages 
of development, the GCI assumes that, in the first 
stage, the economy is factor-driven and countries 
compete based on their factor endowments—primarily 
unskilled labor and natural resources.19 Companies 
compete on the basis of price and sell basic products 
or commodities, with their low productivity reflected in 
low wages. Maintaining competitiveness at this stage 
of development hinges primarily on well-functioning 
public and private institutions (pillar 1), a well-developed 
infrastructure (pillar 2), a stable macroeconomic 
environment (pillar 3), and a healthy workforce that has 
received at least a basic education (pillar 4).

As a country becomes more competitive, 
productivity will increase and wages will rise with 
advancing development. Countries will then move 
into the efficiency-driven stage of development, when 
they must begin to develop more efficient production 
processes and increase product quality because 
wages have risen and they cannot increase prices. At 
this point, competitiveness is increasingly driven by 
higher education and training (pillar 5), efficient goods 
markets (pillar 6), well-functioning labor markets (pillar 
7), developed financial markets (pillar 8), the ability to 
harness the benefits of existing technologies (pillar 9), 
and a large domestic or foreign market (pillar 10).

Finally, as countries move into the innovation-driven 
stage, wages will have risen by so much that they are 
able to sustain those higher wages and the associated 
standard of living only if their businesses are able to 
compete with new and unique products. At this stage, 
companies must compete by producing new and 
different goods using the most sophisticated production 
processes (pillar 11) and by innovating new ones (pillar 12).

The GCI takes the stages of development into 
account by attributing higher relative weights to those 
pillars that are more relevant for an economy given its 
particular stage of development. That is, although all 12 
pillars matter to a certain extent for all countries,  
the relative importance of each one depends on 
a country’s particular stage of development. To 

implement this concept, the pillars are organized into 
three subindexes, each critical to a particular stage of 
development.

The basic requirements subindex groups those 
pillars most critical for countries in the factor-driven 
stage. The efficiency enhancers subindex includes 
those pillars critical for countries in the efficiency-driven 
stage. And the innovation and sophistication factors 
subindex includes the pillars critical to countries in the 
innovation-driven stage. The three subindexes are shown 
in Figure 1.

The weights attributed to each subindex in every 
stage of development are shown in Table 1. To obtain 
the weights shown in the table, a maximum likelihood 
regression of gross domestic product (GDP) per capita 
was run against each subindex for past years, allowing 
for different coefficients for each stage of development.20 
The rounding of these econometric estimates led to the 
choice of weights displayed in Table 1.

Implementation of stages of development
Two criteria are used to allocate countries into stages of 
development. The first is the level of GDP per capita at 
market exchange rates. This widely available measure 
is used as a proxy for wages because internationally 
comparable data on wages are not available for all 
countries covered. The thresholds used are also shown 
in Table 1. A second criterion is used to adjust for 
countries that, based on income, would have moved 
beyond stage 1, but where prosperity is based on the 
extraction of resources. This is measured by the share 
of exports of mineral goods in total exports (goods and 
services), and assumes that countries that export more 
than 70 percent mineral products (measured using a 
five-year average) are to a large extent factor driven.21 
However, for some resource-based economies that 
have reached very high levels of income, the capacity 
to increase the productivity of any other sector beyond 
mineral production will be based on the country’s 
capacity to boost innovation, as adopting technology 
from abroad is not sufficient to increase productivity 
to a degree that can sustain their high wage levels. 
At the same time these countries can afford to invest 

Table 1: Subindex weights and income thresholds for stages of development

STAGES OF DEVELOPMENT

 Stage 1:  Transition from Stage 2:  Transition from Stage 3: 
 Factor-driven stage 1 to stage 2  Efficiency-driven  stage 2 to stage 3 Innovation-driven

GDP per capita (US$) thresholds* <2,000 2,000–2,999 3,000–8,999 9,000–17,000 >17,000

Weight for basic requirements subindex 60% 40–60% 40% 20–40% 20%

Weight for efficiency enhancers subindex 35% 35–50% 50% 50% 50%

Weight for innovation and sophistication factors 5% 5–10% 10% 10–30% 30%

Note: See individual country/economy profiles for the exact applied weights. 
* For economies with a high dependency on mineral resources, GDP per capita is not the sole criterion for the determination of the stage of development. See text for details.
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in innovation, given their high income. Consequently, 
countries that are resource driven and significantly 
wealthier than economies at the technological frontier 
are classified in the innovation-driven stage.22

Any countries falling in between two of the three 
stages are considered to be “in transition.” For these 
countries, the weights change smoothly as a country 
develops, reflecting the smooth transition from one 
stage of development to another. This allows us 
to place increasingly more weight on those areas 
that are becoming more important for the country’s 
competitiveness as the country develops, ensuring that 
the GCI can gradually “penalize” those countries that 
are not preparing for the next stage. The classification 
of countries into stages of development is shown in 
Table 2.

DATA SOURCES
To measure these concepts, the GCI uses statistical 
data such as enrollment rates, government debt, budget 
deficit, and life expectancy, which are obtained from 
internationally recognized agencies, notably the World 
Bank, the International Monetary Fund (IMF), the United 
Nations Educational, Scientific and Cultural Organization 
(UNESCO), and the World Health Organization (WHO). 
The descriptions and data sources of all these statistical 
variables are summarized in the Technical Notes and 
Sources at the end of this Report. Furthermore, the 
GCI uses data from the World Economic Forum’s 
annual Executive Opinion Survey (the Survey) to capture 
concepts that require a more qualitative assessment or 
for which internationally comparable statistical data are 
not available for the entire set of economies. The Survey 
administration and computation of the Survey results 
used in the GCI are further described in Chapter 1.3 of 
this Report.

Table 2: Countries/economies at each stage of development

Stage 1: 
Factor-driven 
(38 economies)

Transition from 
stage 1 to stage 2 
(20 economies)

Stage 2: 
Efficiency-driven 
(31 economies)

Transition from 
stage 2 to stage 3 
(22 economies)

Stage 3: 
Innovation-driven 
(37 economies)

Bangladesh Algeria Albania Argentina Australia

Benin Angola Bosnia and Herzegovina Barbados Austria

Burkina Faso Armenia Bulgaria Brazil Bahrain

Burundi Azerbaijan Cape Verde Chile Belgium

Cambodia Bhutan China Costa Rica Canada

Cameroon Bolivia Colombia Croatia Cyprus

Chad Botswana Dominican Republic Estonia Czech Republic

Côte d'Ivoire Brunei Darussalam Ecuador Hungary Denmark

Ethiopia Gabon Egypt Kazakhstan Finland

Gambia, The Honduras El Salvador Latvia France

Ghana Iran, Islamic Rep. Georgia Lebanon Germany

Guinea Kuwait Guatemala Lithuania Greece

Haiti Libya Guyana Malaysia Hong Kong SAR

India Moldova Indonesia Mexico Iceland

Kenya Mongolia Jamaica Oman Ireland

Kyrgyz Republic Morocco Jordan Panama Israel

Lao PDR Philippines Macedonia, FYR Poland Italy

Lesotho Saudi Arabia Mauritius Russian Federation Japan

Liberia Sri Lanka Montenegro Seychelles Korea, Rep.

Madagascar Venezuela Namibia Slovak Republic Luxembourg

Malawi Paraguay Turkey Malta

Mali Peru Uruguay Netherlands

Mauritania Romania New Zealand

Mozambique Serbia Norway

Myanmar South Africa Portugal

Nepal Suriname Puerto Rico

Nicaragua Swaziland Qatar

Nigeria Thailand Singapore

Pakistan Timor-Leste Slovenia

Rwanda Tunisia Spain

Senegal Ukraine Sweden

Sierra Leone Switzerland

Tanzania Taiwan, China

Uganda Trinidad and Tobago

Vietnam United Arab Emirates

Yemen United Kingdom

Zambia United States

Zimbabwe
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ADJUSTMENTS TO THE GCI
The composition of the GCI 2013–2014 is detailed 
in the appendix of this chapter. This year only minor 
adjustments were made to the Index, following a 
thorough review of the Survey instrument in late 2012. 
The following changes were made:

• From the first pillar, we removed the indicator 
Government services for improved business 
performance.

• We replaced the indicator Effect of taxation on 
incentives to work and invest (indicator 6.04 in the 
GCI 2012–2013) with two new indicators derived 
from the Survey: the first captures the effect of 
taxation on incentives to invest and is included in the 
sixth pillar as indicator 6.04; the second measures 
the effect of taxation on incentives to work and 
enters the seventh pillar as indicator 7.05.

• We replaced the indicator Brain drain (indicator 
7.07 in the GCI 2012–2013) with two new indicators 
derived from the Survey, measuring the capacity 
of a country to retain talent (indicator 7.08) and to 
attract talent (indicator 7.09), respectively. Both are 
part of the seventh pillar.

COUNTRY COVERAGE
The coverage this year has increased from 144 to 148 
economies. The newly covered countries are Myanmar, 
Bhutan, and Lao PDR. We have also re-instated Tunisia 
and Angola into the Index, two countries that were not 
included in last year’s edition. Tajikistan is not covered in  
this year’s Report as Survey data could not be collected 
this year.

THE GLOBAL COMPETITIVENESS INDEX 2013–2014 
RANKINGS
Tables 3 through 7 provide the detailed rankings of this 
year’s GCI. The following sections discuss the findings 
of the GCI 2013–2014 for the top performers globally, 
as well as for a number of selected economies in each 
of the five following regions: North America, Europe, 
and Eurasia; Asia and the Pacific; Latin America and the 
Caribbean; the Middle East and North Africa; and sub-
Saharan Africa.23

Top 10
As in previous years, this year’s top 10 remain dominated 
by a number of European countries, with Switzerland, 
Finland, Germany, Sweden, the Netherlands, and the 
United Kingdom confirming their places among the most 
competitive economies. Three Asian countries also figure 
in top 10, with Singapore remaining the second-most 
competitive economy in the world, and Hong Kong SAR 
and Japan placing 7th and 9th. It is worth noting that a 

vast majority of the top 10 most competitive economies 
share strengths in innovation and a strong institutional 
framework.

Switzerland retains its 1st place position again this 
year as a result of its continuing strong performance 
across the board. The country’s most notable strengths 
are related to innovation and labor market efficiency as 
well as the sophistication of its business sector (ranking 
2nd in all three). Switzerland’s top-notch scientific 
research institutions, along with other factors, make 
the country a top innovator. Productivity is further 
enhanced by a business sector that offers excellent on-
the-job-training opportunities, both citizens and private 
companies that are proactive at adapting the latest 
technologies, and labor markets that balance employee 
protection with business efficiency. Moreover, public 
institutions in Switzerland are among the most effective 
and transparent in the world (5th). Governance structures 
ensure a level playing field, enhancing business 
confidence: these include an independent judiciary, 
a strong rule of law, and a highly accountable public 
sector. Competitiveness is also buttressed by excellent 
infrastructure (6th) and highly developed financial 
markets (11th). Finally, Switzerland’s macroeconomic 
environment is among the most stable in the world (11th) 
at a time when many neighboring economies continue 
to struggle in this area. While Switzerland demonstrates 
many competitive strengths, maintaining its innovative 
capacity will require boosting the university enrollment 
rate of 56.8 percent, and also increasing the participation 
rate of women in the economy (86 percent) which 
continue to trail many other high-innovation countries. A 
more detailed analysis of Switzerland’s competitiveness 
is presented in Box 3.

Singapore ranks 2nd overall for the third 
consecutive year, owing to an outstanding performance 
across all the dimensions of the GCI. Again this year, 
it is the only economy to feature in the top 3 of seven 
out of the 12 pillars of the GCI; it also appears in the 
top 10 of two others. It dominates the goods market 
efficiency pillar and the labor market efficiency pillar, and 
places 2nd in the financial market development pillar. 
Furthermore, the city-state boasts one of the world’s 
best institutional frameworks (3rd), even though it loses 
the top spot to Finland in the related pillar. Singapore 
also possesses world-class infrastructure (2nd), with 
excellent roads, ports, and air transport facilities. Its 
economy can also rely on a sound macroeconomic 
environment and fiscal management (18th)—the budget 
surplus amounted to 5.7 percent of GDP in 2012. 
Singapore’s competitiveness is further enhanced by its 
strong focus on education, which has translated into a 
steady improvement of its ranking in the higher education 
and training pillar, where it comes in 2nd, behind Finland. 
Singapore’s private sector is also becoming increasingly 
sophisticated (17th) and more innovative (9th), although 
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Box 3: Switzerland: Five years at the top of the competitiveness rankings

This year marks Switzerland’s fifth year at the top of the 
Global Competitiveness Index (GCI) rankings. The Global 
Competitiveness Report has long singled out Switzerland for 
its extraordinary competitiveness levels. What is the formula 
that makes this small European country so successful?

Amid the travails of the euro area in recent years, 
Switzerland has displayed an impressive growth performance. 
Switzerland’s macroeconomic environment is among the 
most stable in the world at a time when many neighboring 
economies continue to struggle in this area. The successful 
implementation of the “debt brake” a decade ago—
overwhelmingly supported by a large part of the population—
has been one of many steps taken toward a stable 
macroeconomic environment. Yet, despite Switzerland’s 
decision to remain outside the European Union (EU), its 
economy is in fact highly integrated with other European 
markets, notably through the bilateral agreements that are in 
place. Exports to the European Union make up well above 
50 percent of total exports, 1 and the effects of the sovereign 
debt crisis in Europe on Switzerland’s monetary policy have 
highlighted just how highly connected the Swiss economy is 
to that of its European neighbors.

Three of the most important drivers of Swiss 
competitiveness are being highlighted here: its excellent 
institutions, the dynamism of its markets, and its capacity 
for innovation. However, many qualities drive Switzerland’s 
excellent economic performance and one cannot point to a 
single factor that has brought about success.

Institutions and decision making
Overall, public institutions in Switzerland are among the 
most effective and transparent in the world (ranked 5th; see 
Table 1). One thing that sets the country apart from any other 
is its unique governance structure. In addition to its highly 
decentralized form of federalism, seven members of the 
Federal Council act as a collective head of state. 2 The political 
system ensures cohesive and inclusive leadership across 
political boundaries, which enables the country to implement 
a long-term economic agenda. Also important is the 

country’s strong collaborative culture among stakeholders. 
Government, business, and civil society work together in a 
coherent way to find solutions for the country. This effort is 
facilitated by the strong involvement of its population, which 
votes on major decisions directly. Governance structures—
including an independent judiciary, a strong rule of law, and 
a highly accountable public sector—ensure a level playing 
field, enhancing business confidence and thus reinforcing 
competitiveness.

However, one should note that private institutions 
face a number of challenges. Although corporate ethics 
are very strong (4th) and the strength of auditing and 
reporting standards quite good (21st), shareholder interests 
are noticeably less well protected than in other advanced 
economies (the country ranks a low 134th rank on the World 
Bank’s strength of investor protection index). 3

A good environment for business to thrive
Productivity is further enhanced by a highly sophisticated 
business environment supported by well-functioning labor 
and financial markets. Swiss companies offer high-quality 
products (1st) and compete across a very sophisticated 
product range (1st). Indeed, their highly diversified and wide-
ranging product and service offerings—which extend from 
financial and insurance services and watches to industrial 
machines and pharmaceuticals—has helped alleviate the 
adverse effects of the strong appreciation of the Swiss franc, 
with the market share of Swiss goods having remained 
largely stable. 4 Yet the country’s goods market features 
characteristics of a dual nature. Its very outward-looking, 
export-led economy that relies on highly sophisticated 
products and management practices stands in contrast to 
an inward-looking, protective agricultural policy. Switzerland 
ranks 75th on agricultural policy costs (the net impact of 
subsidies adds over 70 percent to value-added at producer 
prices, compared with the EU average of 33.9 percent). 5 In 
addition, the country’s well-managed natural resources make 
it a major tourist attraction, as highlighted by the country’s 

Table 1: Institutions and decision making: Switzerland in international comparison, GCI 2013–2014 rank

SUBPILLAR A: PUBLIC INSTITUTIONS SUBPILLAR B: PRIVATE INSTITUTIONS

Public  
institutions 
overall rank

Components
Private 

institutions 
overall rank

Components

Country/Economy
PILLAR 1: 

INSTITUTIONS
Property  

rights
Ethics and 
corruption

Undue  
influence

Government 
efficiency Security

Corporate  
ethics Accountability

Finland 1 1 1 4 2 2 2 3 2 6

New Zealand 2 4 8 2 1 5 6 1 1 1

Singapore 3 3 2 3 7 1 9 2 3 3

Sweden 5 6 15 7 3 8 20 5 6 10

Norway 6 9 12 6 6 13 17 4 5 5

Switzerland 7 5 3 9 8 6 14 15 4 53

Netherlands 8 8 10 10 4 11 13 10 9 20

Hong Kong SAR 9 11 6 13 16 4 22 6 16 4

Luxembourg 10 10 5 8 17 12 7 13 10 19

United Kingdom 12 13 4 16 11 15 35 9 12 11

(Cont’d.)
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Box 3: Switzerland: Five years at the top of the competitiveness rankings (cont’d.)

1st place ranking in every edition of The Travel & Tourism 
Competitiveness Report since it was first released in 2007. 6

Against the current high unemployment in Europe and 
other parts of the world, Switzerland compares extremely 
well: it boasted an unemployment rate of just 4.2 percent 
in 2012. 7 The country has a top-notch labor market that is 
both flexible and efficient in deploying its talent (see Table 2). 
Employee protection and the interest of employers are well 
aligned, with strong employer-employee relations (ranking 1st), 
and with conflict resolution resting on social dialogue rather 
than responding with strikes. Further, the educational system, 
also 1st, is perceived as outstanding, producing a highly 
skilled labor force that continues to receive important on-the-
job training. 8 Unlike many other countries, Switzerland’s labor 
force is growing, thanks to the migration of particularly skilled 
labor, boosted by the bilateral agreements on free circulation 
with the European Union that entered into force in 2002. 
Finding ways to integrate more women into the labor force will 
be important for enhancing the country’s talent pool further.

The financial market in Switzerland also functions well 
and has bounced back to 11th place since the financial crisis. 
The findings point to signs of a restoration of confidence in 
the banking sector, suggesting that markets are adapting 
quickly to the changing reality: the sector itself is diversifying 
and still managing to attract a significant client base. 
Swiss regulatory authorities have been making progress in 
regulating the financial sector and overhauling requirements 
to formulate contingency recovery plans. Yet risks remain. The 
global crisis has also highlighted the strong interdependence 
of the Swiss financial sector with that of the rest of the world, 
and its major banks are considered “too big to fail” not only 
for Switzerland but also globally. 9 Repercussions elsewhere 
in the world impact the Swiss economy, as evidenced by 
the historically low interest rates in Switzerland, giving rise 
to high mortgage lending. Disputes about tax evasion and 
continued pressure from other countries are ushering the 
end of the country’s bank secrecy, which may require further 
adjustments.

Innovation
Innovation is not just about coming up with new products—it 
is also about doing things differently. For this to happen, 
the entire innovation ecosystem, which consists of a set of 
closely intertwined and reinforcing factors, is critical. In the 
case of Switzerland, an excellent innovation ecosystem has 
been a significant part of making the country an attractive 
place to work for highly qualified people. Its well-functioning 
labor market and excellent educational system provide the 
fundamentals for innovation to prosper, instigating the close 
relationships among enterprises, universities, and research 
institutes that have made the country a top innovator. Its 
scientific research institutions are among the world’s best, 
and the strong collaboration between its academic and 
business sectors, combined with high company spending 
on research and development, ensures that much of 
this research is translated into marketable products and 
processes reinforced by strong intellectual property 
protection. This robust innovative capacity is captured by its 
high rate of patenting per capita, for which Switzerland ranks 
2nd.

Outlook for the future
Going forward, it will be important for Switzerland to resist 
drifting toward complacency. It is clear that, at present, it 
is a magnet for global talent and an excellent innovator. Its 
banking sector is, however, under scrutiny, and this traditional 
economic engine is necessarily undergoing great change. In 
the future, it will be important for the country to continue to 
build on its competitive strengths and resist overregulation 
and protectionism.

Notes

1 For information about Swiss exports, see http://
stat.wto.org/CountryProfile/WSDBCountryPFView.
aspx?Language=E&Country=CH.

2 A president is nominated each year from among the seven federal 
councillors. The president takes on largely representative functions 
but has no additional power.

3 The strength of investor protection index is the average of the 
World Bank’s Doing Business: Extent of disclosure index, the 
Extent of director liability index, and the Ease of shareholder suits 
index. See technical notes at the end of the Report for more 
detailed information.

4 See IMF 2013b.

5 See Eurostat, http://epp.eurostat.ec.europa.eu/statistics_
explained/index.php?title=File:Subsidies_and_taxes_
in_the_agricultural_sector,_2001-2011.png&filetimesta
mp=20121030183458.

6 See World Economic Forum 2013.

7 See Bundesamt für Statistik, http://www.bfs.admin.ch/bfs/portal/
de/index/themen/03/03/blank/data/01.html#parsys_80922.

8 The country has a long tradition of vocational and on-the-job 
training.

9 For further discussion of this issue, see the FINMA press 
release available at http://www.finma.ch/e/aktuell/Pages/
mm-schlussbericht-exko-tbtf-20101004.aspx, as well as IMF 
2013b.

Table 2: Labor market efficiency: Switzerland in 
international comparison, GCI 2013–2014 rank

PILLAR 7: LABOR MARKET EFFICIENCY

Country/Economy
Labor market 

efficiency overall rank
Subpillar A:  
Flexibility

Subpillar B:  
Efficient use of talent

Switzerland 2 4 1

United Kingdom 5 10 3

Denmark 13 17 18

Sweden 18 57 9

Finland 20 74 8

Netherlands 21 50 15

Germany 41 113 11

France 71 116 46

Spain 115 123 95

Greece 127 125 114

Italy 137 135 134
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GCI 2013–2014

Country/Economy
Rank 

(out of 148)
Score  
(1–7)

Rank among 
2012–2013 
economies*

GCI  
2012–2013

Switzerland 1 5.67 1 1

Singapore 2 5.61 2 2

Finland 3 5.54 3 3

Germany 4 5.51 4 6

United States 5 5.48 5 7

Sweden 6 5.48 6 4

Hong Kong SAR 7 5.47 7 9

Netherlands 8 5.42 8 5

Japan 9 5.40 9 10

United Kingdom 10 5.37 10 8

Norway 11 5.33 11 15

Taiwan, China 12 5.29 12 13

Qatar 13 5.24 13 11

Canada 14 5.20 14 14

Denmark 15 5.18 15 12

Austria 16 5.15 16 16

Belgium 17 5.13 17 17

New Zealand 18 5.11 18 23

United Arab Emirates 19 5.11 19 24

Saudi Arabia 20 5.10 20 18

Australia 21 5.09 21 20

Luxembourg 22 5.09 22 22

France 23 5.05 23 21

Malaysia 24 5.03 24 25

Korea, Rep. 25 5.01 25 19

Brunei Darussalam 26 4.95 26 28

Israel 27 4.94 27 26

Ireland 28 4.92 28 27

China 29 4.84 29 29

Puerto Rico 30 4.67 30 31

Iceland 31 4.66 31 30

Estonia 32 4.65 32 34

Oman 33 4.64 33 32

Chile 34 4.61 34 33

Spain 35 4.57 35 36

Kuwait 36 4.56 36 37

Thailand 37 4.54 37 38

Indonesia 38 4.53 38 50

Azerbaijan 39 4.51 39 46

Panama 40 4.50 40 40

Malta 41 4.50 41 47

Poland 42 4.46 42 41

Bahrain 43 4.45 43 35

Turkey 44 4.45 44 43

Mauritius 45 4.45 45 54

Czech Republic 46 4.43 46 39

Barbados 47 4.42 47 44

Lithuania 48 4.41 48 45

Italy 49 4.41 49 42

Kazakhstan 50 4.41 50 51

Portugal 51 4.40 51 49

Latvia 52 4.40 52 55

South Africa 53 4.37 53 52

Costa Rica 54 4.35 54 57

Mexico 55 4.34 55 53

Brazil 56 4.33 56 48

Bulgaria 57 4.31 57 62

Cyprus 58 4.30 58 58

Philippines 59 4.29 59 65

India 60 4.28 60 59

Peru 61 4.25 61 61

Slovenia 62 4.25 62 56

Hungary 63 4.25 63 60

Russian Federation 64 4.25 64 67

Sri Lanka 65 4.22 65 68

Rwanda 66 4.21 66 63

Montenegro 67 4.20 67 72

Jordan 68 4.20 68 64

Colombia 69 4.19 69 69

Vietnam 70 4.18 70 75

Ecuador 71 4.18 71 86

Georgia 72 4.15 72 77

Macedonia, FYR 73 4.14 73 80
Botswana 74 4.13 74 79

Table 3: The Global Competitiveness Index 2013–2014 rankings and 2012–2013 comparisons 

GCI 2013–2014

Country/Economy
Rank 

(out of 148)
Score  
(1–7)

Rank among 
2012–2013 
economies*

GCI  
2012–2013

Croatia 75 4.13 75 81
Romania 76 4.13 76 78

Morocco 77 4.11 77 70

Slovak Republic 78 4.10 78 71

Armenia 79 4.10 79 82

Seychelles 80 4.10 80 76

Lao PDR 81 4.08 n/a n/a

Iran, Islamic Rep. 82 4.07 81 66

Tunisia 83 4.06 n/a n/a

Ukraine 84 4.05 82 73

Uruguay 85 4.05 83 74

Guatemala 86 4.04 84 83

Bosnia and Herzegovina 87 4.02 85 88

Cambodia 88 4.01 86 85

Moldova 89 3.94 87 87

Namibia 90 3.93 88 92

Greece 91 3.93 89 96

Trinidad and Tobago 92 3.91 90 84

Zambia 93 3.86 91 102

Jamaica 94 3.86 92 97

Albania 95 3.85 93 89

Kenya 96 3.85 94 106

El Salvador 97 3.84 95 101

Bolivia 98 3.84 96 104

Nicaragua 99 3.84 97 108

Algeria 100 3.79 98 110

Serbia 101 3.77 99 95

Guyana 102 3.77 100 109

Lebanon 103 3.77 101 91

Argentina 104 3.76 102 94

Dominican Republic 105 3.76 103 105

Suriname 106 3.75 104 114

Mongolia 107 3.75 105 93

Libya 108 3.73 106 113

Bhutan 109 3.73 n/a n/a

Bangladesh 110 3.71 107 118

Honduras 111 3.70 108 90

Gabon 112 3.70 109 99

Senegal 113 3.70 110 117

Ghana 114 3.69 111 103

Cameroon 115 3.68 112 112

Gambia, The 116 3.67 113 98

Nepal 117 3.66 114 125

Egypt 118 3.63 115 107

Paraguay 119 3.61 116 116

Nigeria 120 3.57 117 115

Kyrgyz Republic 121 3.57 118 127

Cape Verde 122 3.53 119 122

Lesotho 123 3.52 120 137

Swaziland 124 3.52 121 135

Tanzania 125 3.50 122 120

Côte d’Ivoire 126 3.50 123 131

Ethiopia 127 3.50 124 121

Liberia 128 3.45 125 111

Uganda 129 3.45 126 123

Benin 130 3.45 127 119

Zimbabwe 131 3.44 128 132

Madagascar 132 3.42 129 130

Pakistan 133 3.41 130 124

Venezuela 134 3.35 131 126

Mali 135 3.33 132 128

Malawi 136 3.32 133 129

Mozambique 137 3.30 134 138

Timor-Leste 138 3.25 135 136

Myanmar 139 3.23 n/a n/a

Burkina Faso 140 3.21 136 133

Mauritania 141 3.19 137 134

Angola 142 3.15 n/a n/a

Haiti 143 3.11 138 142

Sierra Leone 144 3.01 139 143

Yemen 145 2.98 140 140

Burundi 146 2.92 141 144

Guinea 147 2.91 142 141
Chad 148 2.85 143 139

* This column shows the rank of each economy based on last year’s sample of 144 economies.
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SUBINDEXES

OVERALL INDEX Basic requirements Efficiency enhancers Innovation and sophistication factors

Country/Economy Rank Score Rank Score Rank Score Rank Score

Switzerland 1 5.67 3 6.15 5 5.44 1 5.72

Singapore 2 5.61 1 6.30 2 5.63 13 5.14

Finland 3 5.54 7 5.97 9 5.30 2 5.65

Germany 4 5.51 9 5.90 8 5.31 4 5.59

United States 5 5.48 36 5.12 1 5.66 6 5.43

Sweden 6 5.48 8 5.95 7 5.31 5 5.46

Hong Kong SAR 7 5.47 2 6.15 3 5.57 19 4.83

Netherlands 8 5.42 10 5.89 11 5.27 7 5.36

Japan 9 5.40 28 5.37 10 5.27 3 5.62

United Kingdom 10 5.37 24 5.48 4 5.45 10 5.15

Norway 11 5.33 6 5.98 12 5.22 16 5.07

Taiwan, China 12 5.29 16 5.70 15 5.16 9 5.22

Qatar 13 5.24 5 6.01 18 5.02 14 5.08

Canada 14 5.20 15 5.71 6 5.33 25 4.64

Denmark 15 5.18 21 5.55 16 5.05 11 5.14

Austria 16 5.15 19 5.63 21 4.97 12 5.14

Belgium 17 5.13 22 5.51 17 5.03 15 5.07

New Zealand 18 5.11 12 5.78 14 5.17 27 4.55

United Arab Emirates 19 5.11 4 6.04 20 5.00 24 4.67

Saudi Arabia 20 5.10 14 5.73 27 4.69 29 4.33

Australia 21 5.09 17 5.69 13 5.18 26 4.56

Luxembourg 22 5.09 11 5.87 22 4.92 17 4.84

France 23 5.05 23 5.50 19 5.00 18 4.84

Malaysia 24 5.03 27 5.37 25 4.86 23 4.70

Korea, Rep. 25 5.01 20 5.60 23 4.89 20 4.82

Brunei Darussalam 26 4.95 18 5.64 65 4.09 54 3.81

Israel 27 4.94 39 5.05 26 4.73 8 5.23

Ireland 28 4.92 33 5.18 24 4.89 21 4.81

China 29 4.84 31 5.28 31 4.63 34 4.10

Puerto Rico 30 4.67 54 4.82 33 4.58 22 4.71

Iceland 31 4.66 29 5.29 35 4.53 28 4.48

Estonia 32 4.65 26 5.43 30 4.64 35 4.08

Oman 33 4.64 13 5.77 39 4.45 39 4.05

Chile 34 4.61 30 5.28 29 4.64 45 3.92

Spain 35 4.57 38 5.05 28 4.64 32 4.14

Kuwait 36 4.56 32 5.22 77 3.95 101 3.34

Thailand 37 4.54 49 4.86 40 4.43 52 3.83

Indonesia 38 4.53 45 4.90 52 4.32 33 4.13

Azerbaijan 39 4.51 44 4.90 66 4.09 60 3.71

Panama 40 4.50 46 4.89 50 4.33 43 3.99

Malta 41 4.50 34 5.17 36 4.52 40 4.03

Poland 42 4.46 59 4.72 32 4.60 65 3.65

Bahrain 43 4.45 25 5.46 38 4.50 59 3.71

Turkey 44 4.45 56 4.75 45 4.38 47 3.91

Mauritius 45 4.45 42 4.97 61 4.18 57 3.76

Czech Republic 46 4.43 55 4.80 37 4.51 36 4.07

Barbados 47 4.42 35 5.14 43 4.39 48 3.91

Lithuania 48 4.41 43 4.91 47 4.35 44 3.93

Italy 49 4.41 50 4.85 48 4.34 30 4.22

Kazakhstan 50 4.41 48 4.86 53 4.30 87 3.41

Portugal 51 4.40 41 4.98 46 4.38 38 4.06

Latvia 52 4.40 40 5.00 41 4.41 68 3.61

South Africa 53 4.37 95 4.24 34 4.54 37 4.06

Costa Rica 54 4.35 64 4.62 59 4.18 31 4.14

Mexico 55 4.34 63 4.63 55 4.27 55 3.79

Brazil 56 4.33 79 4.45 44 4.39 46 3.92

Bulgaria 57 4.31 58 4.73 60 4.18 108 3.28

Cyprus 58 4.30 51 4.84 49 4.34 50 3.87

Philippines 59 4.29 78 4.46 58 4.20 58 3.75

India 60 4.28 96 4.23 42 4.41 41 4.00

Peru 61 4.25 72 4.53 57 4.20 97 3.35

Slovenia 62 4.25 37 5.06 62 4.14 49 3.88

Hungary 63 4.25 65 4.61 54 4.28 71 3.60

Russian Federation 64 4.25 47 4.88 51 4.32 99 3.35

Sri Lanka 65 4.22 77 4.48 69 4.03 42 4.00

Rwanda 66 4.21 71 4.55 96 3.73 66 3.65

Montenegro 67 4.20 68 4.59 72 4.01 70 3.61

Jordan 68 4.20 76 4.51 70 4.01 51 3.87

Colombia 69 4.19 80 4.44 64 4.11 69 3.61

Vietnam 70 4.18 86 4.36 74 3.98 85 3.41

Ecuador 71 4.18 62 4.64 81 3.90 63 3.69

Georgia 72 4.15 57 4.74 86 3.89 122 3.08

Macedonia, FYR 73 4.14 70 4.55 76 3.96 94 3.37
Botswana 74 4.13 66 4.60 93 3.77 106 3.30

Table 4: The Global Competitiveness Index 2013–2014

(Cont’d.)
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Table 4: The Global Competitiveness Index 2013–2014 (cont’d.)

SUBINDEXES

OVERALL INDEX Basic requirements Efficiency enhancers Innovation and sophistication factors

Country/Economy Rank Score Rank Score Rank Score Rank Score

Croatia 75 4.13 61 4.69 68 4.05 80 3.46
Romania 76 4.13 87 4.32 63 4.13 103 3.32

Morocco 77 4.11 69 4.58 84 3.90 100 3.34

Slovak Republic 78 4.10 67 4.60 56 4.27 77 3.49

Armenia 79 4.10 73 4.53 85 3.90 88 3.40

Seychelles 80 4.10 52 4.83 95 3.73 62 3.69

Lao PDR 81 4.08 83 4.41 107 3.60 74 3.54

Iran, Islamic Rep. 82 4.07 75 4.51 98 3.70 86 3.41

Tunisia 83 4.06 74 4.52 88 3.81 79 3.47

Ukraine 84 4.05 91 4.27 71 4.01 95 3.36

Uruguay 85 4.05 53 4.82 78 3.95 84 3.43

Guatemala 86 4.04 89 4.29 80 3.91 64 3.66

Bosnia and Herzegovina 87 4.02 81 4.44 89 3.80 89 3.40

Cambodia 88 4.01 99 4.18 91 3.79 83 3.44

Moldova 89 3.94 97 4.20 102 3.66 133 2.87

Namibia 90 3.93 85 4.38 99 3.69 102 3.34

Greece 91 3.93 88 4.30 67 4.06 81 3.46

Trinidad and Tobago 92 3.91 60 4.70 82 3.90 92 3.39

Zambia 93 3.86 104 3.98 101 3.67 61 3.71

Jamaica 94 3.86 111 3.86 79 3.92 75 3.53

Albania 95 3.85 94 4.24 100 3.68 119 3.12

Kenya 96 3.85 121 3.76 73 4.00 53 3.83

El Salvador 97 3.84 98 4.20 106 3.62 73 3.56

Bolivia 98 3.84 90 4.28 120 3.41 93 3.38

Nicaragua 99 3.84 101 4.12 116 3.44 113 3.25

Algeria 100 3.79 92 4.27 133 3.18 143 2.63

Serbia 101 3.77 106 3.96 92 3.78 125 3.01

Guyana 102 3.77 107 3.92 103 3.65 56 3.76

Lebanon 103 3.77 126 3.63 75 3.97 90 3.40

Argentina 104 3.76 102 4.06 97 3.70 98 3.35

Dominican Republic 105 3.76 116 3.81 90 3.79 91 3.40

Suriname 106 3.75 82 4.43 121 3.34 120 3.10

Mongolia 107 3.75 108 3.89 94 3.73 121 3.08

Libya 108 3.73 93 4.24 139 3.11 141 2.71

Bhutan 109 3.73 84 4.39 125 3.30 117 3.16

Bangladesh 110 3.71 113 3.83 108 3.59 124 3.03

Honduras 111 3.70 109 3.88 114 3.51 112 3.26

Gabon 112 3.70 100 4.18 124 3.31 137 2.78

Senegal 113 3.70 120 3.76 105 3.62 76 3.51

Ghana 114 3.69 128 3.62 87 3.85 72 3.56

Cameroon 115 3.68 117 3.80 113 3.52 96 3.35

Gambia, The 116 3.67 115 3.82 117 3.43 67 3.61

Nepal 117 3.66 105 3.97 128 3.25 132 2.91

Egypt 118 3.63 118 3.78 109 3.57 104 3.31

Paraguay 119 3.61 112 3.84 110 3.55 128 2.97

Nigeria 120 3.57 136 3.40 83 3.90 82 3.44

Kyrgyz Republic 121 3.57 122 3.73 118 3.42 140 2.72

Cape Verde 122 3.53 103 4.02 130 3.22 118 3.13

Lesotho 123 3.52 119 3.77 132 3.18 135 2.84

Swaziland 124 3.52 114 3.82 123 3.32 110 3.27

Tanzania 125 3.50 129 3.53 115 3.49 109 3.28

Côte d'Ivoire 126 3.50 131 3.50 112 3.54 116 3.18

Ethiopia 127 3.50 123 3.67 126 3.27 127 2.98

Liberia 128 3.45 127 3.62 131 3.21 114 3.22

Uganda 129 3.45 134 3.40 111 3.55 107 3.29

Benin 130 3.45 125 3.65 134 3.15 123 3.03

Zimbabwe 131 3.44 124 3.66 138 3.11 126 2.99

Madagascar 132 3.42 130 3.51 127 3.27 105 3.31

Pakistan 133 3.41 142 3.27 104 3.64 78 3.48

Venezuela 134 3.35 138 3.37 119 3.41 136 2.83

Mali 135 3.33 137 3.39 129 3.23 111 3.26

Malawi 136 3.32 140 3.33 122 3.33 115 3.20

Mozambique 137 3.30 133 3.42 135 3.13 131 2.91

Timor-Leste 138 3.25 110 3.88 145 2.85 138 2.76

Myanmar 139 3.23 135 3.40 140 3.03 146 2.55

Burkina Faso 140 3.21 141 3.28 137 3.11 130 2.92

Mauritania 141 3.19 132 3.49 147 2.71 134 2.84

Angola 142 3.15 139 3.35 143 2.91 148 2.52

Haiti 143 3.11 143 3.25 142 2.94 147 2.55

Sierra Leone 144 3.01 146 2.95 136 3.12 129 2.93

Yemen 145 2.98 145 3.05 144 2.90 139 2.73

Burundi 146 2.92 144 3.14 148 2.58 145 2.56

Guinea 147 2.91 148 2.87 141 3.01 142 2.69
Chad 148 2.85 147 2.95 146 2.72 144 2.61

Note: Ranks out of 148 economies and scores measured on a 1-to-7 scale.
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Table 5: The Global Competitiveness Index 2013–2014: Basic requirements

PILLARS

BASIC REQUIREMENTS 1. Institutions 2. Infrastructure 3. Macroeconomic environment 4. Health and primary education

Country/Economy Rank Score Rank Score Rank Score Rank Score Rank Score

Albania 94 4.24 118 3.32 99 3.33 94 4.41 56 5.90

Algeria 92 4.27 135 3.04 106 3.14 34 5.48 92 5.40

Angola 139 3.35 145 2.76 145 1.92 54 5.03 137 3.69

Argentina 102 4.06 143 2.79 89 3.52 111 4.07 61 5.84

Armenia 73 4.53 65 3.98 80 3.81 64 4.88 85 5.46

Australia 17 5.69 23 5.04 18 5.60 25 5.75 22 6.36

Austria 19 5.63 21 5.07 16 5.72 37 5.37 19 6.37

Azerbaijan 44 4.90 59 4.06 69 4.06 8 6.42 109 5.07

Bahrain 25 5.46 32 4.77 30 5.18 21 5.90 44 6.00

Bangladesh 113 3.83 131 3.08 132 2.37 79 4.58 104 5.30

Barbados 35 5.14 30 4.80 24 5.52 121 3.89 20 6.36

Belgium 22 5.51 24 5.00 19 5.60 69 4.71 3 6.72

Benin 125 3.65 108 3.36 129 2.40 99 4.31 117 4.53

Bhutan 84 4.39 44 4.40 87 3.61 109 4.15 91 5.42

Bolivia 90 4.28 105 3.40 111 2.98 28 5.66 108 5.09

Bosnia and Herzegovina 81 4.44 71 3.87 83 3.67 104 4.23  46 5.99

Botswana 66 4.60 34 4.67 94 3.43 24 5.76 115 4.55

Brazil 79 4.45 80 3.73 71 4.02 75 4.63 89 5.43

Brunei Darussalam 18 5.64 25 4.96 58 4.29 1 7.00 23 6.33

Bulgaria 58 4.73 107 3.38 75 3.93 30 5.61 45 6.00

Burkina Faso 141 3.28 115 3.34 140 2.13 88 4.44 143 3.24

Burundi 144 3.14 144 2.78 146 1.92 129 3.67 130 4.21

Cambodia 99 4.18 91 3.61 101 3.26 83 4.53 99 5.32

Cameroon 117 3.80 112 3.35 128 2.49 60 4.92 124 4.43

Canada 15 5.71 14 5.38 12 5.80 50 5.08 7 6.55

Cape Verde 103 4.02 69 3.93 116 2.79 128 3.67 75 5.68

Chad 147 2.95 147 2.54 148 1.71 56 4.95 148 2.58

Chile 30 5.28 28 4.88 46 4.54 17 6.02 74 5.68

China 31 5.28 47 4.24 48 4.51 10 6.29 40 6.06

Colombia 80 4.44 110 3.35 92 3.50 33 5.59 98 5.32

Costa Rica 64 4.62 50 4.20 76 3.92 80 4.56 64 5.81

Côte d’Ivoire 131 3.50 104 3.40 107 3.13 106 4.21 142 3.25

Croatia 61 4.69 93 3.60 42 4.66 68 4.71 66 5.80

Cyprus 51 4.84 42 4.47 44 4.63 126 3.73 8 6.54

Czech Republic 55 4.80 86 3.64 39 4.71 55 5.01 60 5.84

Denmark 21 5.55 18 5.21 23 5.53 42 5.28 32 6.17

Dominican Republic 116 3.81 124 3.23 110 3.02 119 3.91 110 5.07

Ecuador 62 4.64 92 3.61 79 3.81 44 5.24 54 5.91

Egypt 118 3.78 117 3.33 98 3.34 140 3.15 100 5.32

El Salvador 98 4.20 130 3.08 72 4.01 102 4.25 86 5.46

Estonia 26 5.43 27 4.90 40 4.70 22 5.89 29 6.22

Ethiopia 123 3.67 95 3.58 124 2.61 123 3.81 113 4.67

Finland 7 5.97 1 6.10 21 5.55 36 5.42 1 6.82

France 23 5.50 31 4.79 4 6.21 73 4.65 24 6.33

Gabon 100 4.18 81 3.72 114 2.83 13 6.09 132 4.08

Gambia, The 115 3.82 43 4.42 95 3.43 135 3.49 134 3.95

Georgia 57 4.74 64 4.00 56 4.31 61 4.91 70 5.75

Germany 9 5.90 15 5.30 3 6.24 27 5.68 21 6.36

Ghana 128 3.62 70 3.89 109 3.02 144 3.08 122 4.48

Greece 88 4.30 103 3.49 38 4.79 147 2.82 35 6.10

Guatemala 89 4.29 111 3.35 78 3.83 71 4.67 101 5.31

Guinea 148 2.87 132 3.06 147 1.73 142 3.11 139 3.59

Guyana 107 3.92 87 3.64 112 2.91 122 3.84 103 5.30

Haiti 143 3.25 146 2.75 142 1.98 105 4.21 133 4.06

Honduras 109 3.88 134 3.05 115 2.81 103 4.25 90 5.42

Hong Kong SAR 2 6.15 9 5.61 1 6.74 12 6.09 31 6.18

Hungary 65 4.61 84 3.67 51 4.37 84 4.51 57 5.88

Iceland 29 5.29 22 5.05 17 5.61 118 3.94 9 6.54

India 96 4.23 72 3.86 85 3.65 110 4.10 102 5.30

Indonesia 45 4.90 67 3.97 61 4.17 26 5.75 72 5.71

Iran, Islamic Rep. 75 4.51 83 3.68 65 4.14 100 4.27 51 5.97

Ireland 33 5.18 16 5.27 26 5.27 134 3.57 6 6.60

Israel 39 5.05 40 4.56 35 4.92 72 4.65 38 6.07

Italy 50 4.85 102 3.50 25 5.35 101 4.26 26 6.29

Jamaica 111 3.86 85 3.66 93 3.49 141 3.14 106 5.16

Japan 28 5.37 17 5.25 9 6.03 127 3.68 10 6.50

Jordan 76 4.51 38 4.60 54 4.33 138 3.31 65 5.80

Kazakhstan 48 4.86 55 4.09 62 4.17 23 5.87 97 5.33

Kenya 121 3.76 88 3.62 102 3.24 132 3.64 119 4.52

Korea, Rep. 20 5.60 74 3.84 11 5.85 9 6.32 18 6.37

Kuwait 32 5.22 49 4.21 53 4.37 3 6.70 77 5.62

Kyrgyz Republic 122 3.73 133 3.05 122 2.68 113 4.03 107 5.15

Lao PDR 83 4.41 63 4.00 84 3.66 93 4.41 80 5.56
Latvia 40 5.00 57 4.08 59 4.24 29 5.63 41 6.05

(Cont’d.)
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Table 5: The Global Competitiveness Index 2013–2014: Basic requirements (cont’d.)

PILLARS

BASIC REQUIREMENTS 1. Institutions 2. Infrastructure 3. Macroeconomic environment 4. Health and primary education

Country/Economy Rank Score Rank Score Rank Score Rank Score Rank Score

Lebanon 126 3.63 138 2.98 119 2.73 148 2.55 28 6.27
Lesotho 119 3.77 90 3.61 127 2.56 39 5.35 141 3.56

Liberia 127 3.62 77 3.80 131 2.38 51 5.08 144 3.22

Libya 93 4.24 125 3.22 103 3.21 16 6.03 120 4.52

Lithuania 43 4.91 61 4.04 41 4.69 58 4.94 50 5.97

Luxembourg 11 5.87 10 5.59 13 5.79 15 6.04 36 6.08

Macedonia, FYR 70 4.55 60 4.05 86 3.63 59 4.94 79 5.60

Madagascar 130 3.51 128 3.09 136 2.26 108 4.18 118 4.52

Malawi 140 3.33 76 3.81 137 2.21 146 2.85 123 4.43

Malaysia 27 5.37 29 4.85 29 5.19 38 5.35 33 6.10

Mali 137 3.39 136 3.02 108 3.05 86 4.44 145 3.05

Malta 34 5.17 37 4.61 34 5.02 74 4.64 15 6.39

Mauritania 132 3.49 139 2.95 120 2.71 78 4.59 136 3.72

Mauritius 42 4.97 39 4.58 50 4.44 67 4.82 43 6.01

Mexico 63 4.63 96 3.56 64 4.14 49 5.11 73 5.69

Moldova 97 4.20 122 3.24 88 3.57 77 4.62 93 5.38

Mongolia 108 3.89 113 3.34 113 2.90 130 3.65 76 5.65

Montenegro 68 4.59 52 4.16 70 4.04 112 4.07 37 6.07

Morocco 69 4.58 53 4.12 57 4.30 90 4.42 82 5.48

Mozambique 133 3.42 120 3.30 130 2.38 98 4.34 138 3.67

Myanmar 135 3.40 141 2.80 141 2.01 125 3.74 111 5.05

Namibia 85 4.38 48 4.22 60 4.20 70 4.67 125 4.43

Nepal 105 3.97 127 3.19 144 1.93 41 5.30 88 5.44

Netherlands 10 5.89 8 5.62 7 6.13 45 5.22 4 6.61

New Zealand 12 5.78 2 6.07 27 5.21 43 5.25 5 6.60

Nicaragua 101 4.12 100 3.52 105 3.14 97 4.36 87 5.46

Nigeria 136 3.40 129 3.08 135 2.29 46 5.17 146 3.04

Norway 6 5.98 6 5.70 33 5.02 2 6.80 14 6.41

Oman 13 5.77 13 5.39 32 5.08 5 6.64 48 5.97

Pakistan 142 3.27 123 3.23 121 2.70 145 2.89 128 4.26

Panama 46 4.89 66 3.97 37 4.89 57 4.95 68 5.76

Paraguay 112 3.84 140 2.91 123 2.66 63 4.89 112 4.89

Peru 72 4.53 109 3.36 91 3.50 20 5.91 95 5.36

Philippines 78 4.46 79 3.76 96 3.40 40 5.34 96 5.33

Poland 59 4.72 62 4.01 74 3.96 65 4.88 42 6.03

Portugal 41 4.98 46 4.32 22 5.55 124 3.75 27 6.28

Puerto Rico 54 4.82 33 4.70 63 4.17 48 5.12 105 5.28

Qatar 5 6.01 4 5.95 28 5.20 6 6.58 25 6.32

Romania 87 4.32 114 3.34 100 3.33 47 5.14 84 5.47

Russian Federation 47 4.88 121 3.28 45 4.61 19 5.93 71 5.71

Rwanda 71 4.55 19 5.20 104 3.20 92 4.41 94 5.37

Saudi Arabia 14 5.73 20 5.13 31 5.18 4 6.69 53 5.92

Seychelles 52 4.83 45 4.33 43 4.64 89 4.43 55 5.90

Senegal 120 3.76 82 3.69 117 2.78 91 4.41 131 4.17

Serbia 106 3.96 126 3.20 90 3.51 136 3.36 69 5.75

Sierra Leone 146 2.95 89 3.62 139 2.13 137 3.32 147 2.74

Singapore 1 6.30 3 6.04 2 6.41 18 6.01 2 6.72

Slovak Republic 67 4.60 119 3.32 67 4.12 62 4.91 39 6.07

Slovenia 37 5.06 68 3.94 36 4.91 53 5.03 17 6.38

South Africa 95 4.24 41 4.53 66 4.13 95 4.39 135 3.89

Spain 38 5.05 58 4.07 10 5.97 116 3.97 30 6.21

Sri Lanka 77 4.48 54 4.09 73 4.00 120 3.90 52 5.94

Suriname 82 4.43 99 3.54 81 3.69 66 4.87 78 5.60

Swaziland 114 3.82 75 3.83 97 3.34 82 4.54 140 3.57

Sweden 8 5.95 5 5.72 20 5.60 14 6.05 13 6.45

Switzerland 3 6.15 7 5.63 6 6.20 11 6.29 12 6.48

Taiwan, China 16 5.70 26 4.95 14 5.77 32 5.60 11 6.49

Tanzania 129 3.53 97 3.55 134 2.30 131 3.65 114 4.64

Thailand 49 4.86 78 3.79 47 4.53 31 5.61 81 5.52

Timor-Leste 110 3.88 106 3.39 138 2.18 35 5.43 121 4.51

Trinidad and Tobago 60 4.70 94 3.58 52 4.37 52 5.06 63 5.81

Tunisia 74 4.52 73 3.85 77 3.90 96 4.37 47 5.98

Turkey 56 4.75 56 4.08 49 4.45 76 4.62 59 5.86

Uganda 134 3.40 116 3.33 133 2.31 133 3.64 127 4.35

Ukraine 91 4.27 137 2.99 68 4.07 107 4.20 62 5.84

United Arab Emirates 4 6.04 11 5.55 5 6.20 7 6.42 49 5.97

United Kingdom 24 5.48 12 5.43 8 6.12 115 3.98 16 6.39

United States 36 5.12 35 4.64 15 5.77 117 3.95 34 6.10

Uruguay 53 4.82 36 4.62 55 4.31 85 4.49 58 5.88

Venezuela 138 3.37 148 2.27 125 2.61 143 3.10 83 5.48

Vietnam 86 4.36 98 3.54 82 3.69 87 4.44 67 5.78

Yemen 145 3.05 142 2.80 143 1.94 139 3.25 129 4.22

Zambia 104 3.98 51 4.20 118 2.76 81 4.56 126 4.41
Zimbabwe 124 3.66 101 3.50 126 2.59 114 4.01 116 4.55

Note: Ranks out of 148 economies and scores measured on a 1-to-7 scale.
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Table 6: The Global Competitiveness Index 2013–2014: Efficiency enhancers

PILLARS

EFFICIENCY 
ENHANCERS

5. Higher education 
and training

6. Goods market 
efficiency

7. Labor market 
efficiency

8. Financial market 
development

9. Technological 
readiness 10. Market size

Country/Economy Rank Score Rank Score Rank Score Rank Score Rank Score Rank Score Rank Score

Albania 100 3.68 78 4.17 97 4.06 67 4.33 128 3.27 92 3.33 107 2.92

Algeria 133 3.18 101 3.55 142 3.20 147 2.91 143 2.61 136 2.48 48 4.35

Angola 143 2.91 147 2.07 146 3.03 134 3.66 145 2.40 138 2.47 65 3.84

Argentina 97 3.70 49 4.62 145 3.06 144 3.15 133 3.05 88 3.38 24 4.95

Armenia 85 3.90 77 4.18 58 4.34 50 4.49 76 3.91 72 3.74 117 2.73

Australia 13 5.18 15 5.51 31 4.72 54 4.45 7 5.41 12 5.82 18 5.15

Austria 21 4.97 13 5.57 23 4.88 42 4.56 37 4.56 20 5.59 37 4.63

Azerbaijan 66 4.09 87 4.00 71 4.27 30 4.72 88 3.80 50 4.17 72 3.60

Bahrain 38 4.50 53 4.52 19 4.96 19 4.87 25 4.75 32 4.95 106 2.93

Bangladesh 108 3.59 127 2.83 89 4.10 124 3.80 102 3.68 127 2.69 45 4.44

Barbados 43 4.39 20 5.29 75 4.25 24 4.79 28 4.71 25 5.26 138 2.06

Belgium 17 5.03 5 5.83 13 5.08 64 4.34 44 4.48 18 5.61 28 4.82

Benin 134 3.15 123 2.95 139 3.47 94 4.11 125 3.33 134 2.55 125 2.51

Bhutan 125 3.30 107 3.44 121 3.85 29 4.73 123 3.35 132 2.57 143 1.83

Bolivia 120 3.41 93 3.79 138 3.50 131 3.70 120 3.39 122 2.77 86 3.33

Bosnia and Herzegovina 89 3.80 63 4.30 104 3.98 88 4.15 113 3.53 73 3.74 98 3.09

Botswana 93 3.77 99 3.56 92 4.10 47 4.51 53 4.34 104 3.11 101 3.03

Brazil 44 4.39 72 4.22 123 3.82 92 4.13 50 4.40 55 4.14 9 5.65

Brunei Darussalam 65 4.09 55 4.52 42 4.52 10 5.06 56 4.29 71 3.75 131 2.42

Bulgaria 60 4.18 69 4.25 81 4.19 61 4.36 73 3.95 44 4.45 63 3.87

Burkina Faso 137 3.11 141 2.39 129 3.73 83 4.19 131 3.17 143 2.41 113 2.79

Burundi 148 2.58 148 2.03 140 3.39 123 3.84 146 2.33 146 2.20 144 1.71

Cambodia 91 3.79 116 3.12 55 4.35 27 4.76 65 4.04 97 3.22 92 3.23

Cameroon 113 3.52 112 3.25 100 4.03 82 4.19 107 3.59 121 2.80 91 3.26

Canada 6 5.33 16 5.46 17 5.00 7 5.26 12 5.21 21 5.58 13 5.49

Cape Verde 130 3.22 94 3.71 112 3.91 129 3.74 127 3.32 91 3.34 148 1.30

Chad 146 2.72 145 2.09 147 2.83 128 3.76 139 2.78 147 2.09 115 2.77

Chile 29 4.64 38 4.87 36 4.64 45 4.53 20 4.83 42 4.48 42 4.49

China 31 4.63 70 4.23 61 4.32 34 4.63 54 4.32 85 3.44 2 6.85

Colombia 64 4.11 60 4.33 102 4.01 87 4.16 63 4.08 87 3.39 31 4.70

Costa Rica 59 4.18 33 5.01 65 4.30 53 4.48 96 3.75 53 4.16 84 3.41

Côte d’Ivoire 112 3.54 121 3.03 113 3.91 68 4.32 94 3.76 110 3.03 96 3.17

Croatia 68 4.05 51 4.53 111 3.92 114 3.94 78 3.90 45 4.41 74 3.59

Cyprus 49 4.34 32 5.01 29 4.74 36 4.62 64 4.07 36 4.78 110 2.83

Czech Republic 37 4.51 39 4.85 48 4.41 81 4.20 58 4.20 34 4.88 41 4.50

Denmark 16 5.05 14 5.54 24 4.87 13 5.03 36 4.57 5 6.05 53 4.24

Dominican Republic 90 3.79 96 3.65 99 4.03 118 3.92 86 3.85 76 3.61 68 3.71

Ecuador 81 3.90 71 4.22 106 3.97 111 3.96 89 3.78 82 3.49 59 4.01

Egypt 109 3.57 118 3.08 119 3.88 146 3.00 119 3.41 100 3.21 29 4.82

El Salvador 106 3.62 100 3.55 77 4.23 121 3.88 101 3.71 109 3.05 90 3.28

Estonia 30 4.64 23 5.22 30 4.73 12 5.03 35 4.59 29 5.20 99 3.06

Ethiopia 126 3.27 137 2.55 136 3.56 108 3.99 126 3.32 139 2.47 67 3.74

Finland 9 5.30 1 6.27 15 5.03 20 4.85 5 5.57 11 5.89 55 4.20

France 19 5.00 24 5.21 45 4.43 71 4.31 33 4.61 17 5.69 8 5.76

Gabon 124 3.31 135 2.62 131 3.65 73 4.31 108 3.58 114 2.97 118 2.72

Gambia, The 117 3.43 106 3.48 95 4.07 46 4.53 84 3.86 106 3.09 145 1.55

Georgia 86 3.89 92 3.79 67 4.29 40 4.59 75 3.91 68 3.83 103 2.96

Germany 8 5.31 3 5.90 21 4.92 41 4.57 29 4.69 14 5.72 5 6.02

Ghana 87 3.85 108 3.42 70 4.28 91 4.14 52 4.36 99 3.21 70 3.67

Greece 67 4.06 41 4.81 108 3.93 127 3.77 138 2.86 39 4.62 47 4.37

Guatemala 80 3.91 105 3.51 66 4.30 90 4.15 43 4.48 84 3.45 76 3.59

Guinea 141 3.01 140 2.42 137 3.54 74 4.28 136 2.97 142 2.43 129 2.44

Guyana 103 3.65 81 4.10 73 4.26 63 4.34 82 3.88 96 3.24 137 2.09

Haiti 142 2.94 128 2.77 144 3.07 77 4.23 142 2.69 135 2.50 132 2.38

Honduras 114 3.51 110 3.32 114 3.91 142 3.34 61 4.17 103 3.12 94 3.22

Hong Kong SAR 3 5.57 22 5.24 2 5.57 3 5.74 1 6.02 6 6.03 27 4.84

Hungary 54 4.28 44 4.72 78 4.23 85 4.18 74 3.93 46 4.35 52 4.26

Iceland 35 4.53 12 5.58 46 4.43 17 4.91 80 3.89 10 5.91 130 2.43

India 42 4.41 91 3.88 85 4.18 99 4.08 19 4.83 98 3.22 3 6.25

Indonesia 52 4.32 64 4.30 50 4.40 103 4.04 60 4.18 75 3.66 15 5.32

Iran, Islamic Rep. 98 3.70 88 3.99 110 3.93 145 3.02 130 3.17 116 2.95 19 5.14

Ireland 24 4.89 18 5.43 11 5.21 16 4.93 85 3.86 13 5.75 57 4.15

Israel 26 4.73 34 5.00 68 4.28 57 4.39 22 4.81 23 5.56 49 4.35

Italy 48 4.34 42 4.75 87 4.17 137 3.48 124 3.33 37 4.71 10 5.61

Jamaica 79 3.92 80 4.11 84 4.18 66 4.33 47 4.42 79 3.55 108 2.91

Japan 10 5.27 21 5.28 16 5.01 23 4.82 23 4.80 19 5.59 4 6.14

Jordan 70 4.01 56 4.50 39 4.55 101 4.07 79 3.89 70 3.78 87 3.29

Kazakhstan 53 4.30 54 4.52 56 4.34 15 4.98 103 3.67 57 4.10 54 4.21

Kenya 73 4.00 103 3.54 80 4.21 35 4.62 31 4.68 89 3.36 77 3.58

Korea, Rep. 23 4.89 19 5.41 33 4.68 78 4.21 81 3.89 22 5.57 12 5.61

Kuwait 77 3.95 84 4.04 90 4.10 105 4.01 70 3.96 69 3.80 66 3.80

Kyrgyz Republic 118 3.42 97 3.64 116 3.89 96 4.09 112 3.54 129 2.67 120 2.68

Lao PDR 107 3.60 111 3.31 54 4.36 44 4.55 91 3.77 113 2.98 122 2.63
Latvia 41 4.41 40 4.84 40 4.53 26 4.76 45 4.46 38 4.70 95 3.18

(Cont’d.)
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Table 6: The Global Competitiveness Index 2013–2014: Efficiency enhancers (cont’d.)

PILLARS

EFFICIENCY 
ENHANCERS

5. Higher education 
and training

6. Goods market 
efficiency

7. Labor market 
efficiency

8. Financial market 
development

9. Technological 
readiness 10. Market size

Country/Economy Rank Score Rank Score Rank Score Rank Score Rank Score Rank Score Rank Score

Lebanon 75 3.97 45 4.69 51 4.39 120 3.90 100 3.71 81 3.52 71 3.61
Lesotho 132 3.18 125 2.88 79 4.22 86 4.17 118 3.43 140 2.45 141 1.94

Liberia 131 3.21 126 2.86 47 4.42 60 4.37 106 3.60 141 2.43 146 1.55

Libya 139 3.11 104 3.52 143 3.13 136 3.53 147 2.30 128 2.68 80 3.51

Lithuania 47 4.35 27 5.15 49 4.40 69 4.31 87 3.82 35 4.81 78 3.58

Luxembourg 22 4.92 36 4.89 5 5.33 22 4.83 14 5.14 2 6.19 97 3.14

Macedonia, FYR 76 3.96 76 4.18 44 4.47 79 4.21 62 4.15 67 3.84 109 2.90

Madagascar 127 3.27 132 2.66 94 4.07 37 4.60 137 2.93 131 2.63 116 2.73

Malawi 122 3.33 133 2.65 115 3.90 39 4.59 71 3.96 144 2.40 126 2.50

Malaysia 25 4.86 46 4.68 10 5.23 25 4.79 6 5.45 51 4.17 26 4.87

Mali 129 3.23 136 2.55 109 3.93 112 3.96 122 3.38 117 2.91 123 2.63

Malta 36 4.52 31 5.04 32 4.72 43 4.56 34 4.61 16 5.71 127 2.46

Mauritania 147 2.71 146 2.07 141 3.38 143 3.23 140 2.71 125 2.71 134 2.16

Mauritius 61 4.18 61 4.32 25 4.85 55 4.45 26 4.73 63 3.90 112 2.80

Mexico 55 4.27 85 4.03 83 4.19 113 3.94 59 4.19 74 3.66 11 5.61

Moldova 102 3.66 90 3.88 107 3.93 95 4.09 105 3.60 64 3.89 124 2.55

Mongolia 94 3.73 82 4.07 96 4.07 51 4.49 129 3.23 66 3.85 119 2.69

Montenegro 72 4.01 50 4.61 64 4.31 58 4.39 49 4.40 49 4.22 135 2.14

Morocco 84 3.90 102 3.54 69 4.28 122 3.86 69 4.01 80 3.53 56 4.16

Mozambique 135 3.13 143 2.34 125 3.80 125 3.80 132 3.13 123 2.77 104 2.96

Myanmar 140 3.03 139 2.52 135 3.57 98 4.09 144 2.41 148 2.03 79 3.57

Namibia 99 3.69 115 3.12 91 4.10 59 4.39 39 4.51 90 3.34 121 2.66

Nepal 128 3.25 130 2.73 127 3.74 133 3.66 95 3.75 133 2.55 100 3.05

Netherlands 11 5.27 6 5.78 8 5.25 21 4.84 30 4.68 8 5.97 21 5.11

New Zealand 14 5.17 9 5.68 9 5.24 8 5.23 4 5.61 24 5.40 62 3.88

Nicaragua 116 3.44 109 3.36 122 3.85 107 3.99 104 3.61 119 2.85 102 2.98

Nigeria 83 3.90 120 3.03 93 4.09 52 4.48 66 4.04 108 3.08 32 4.66

Norway 12 5.22 10 5.67 22 4.89 14 5.02 9 5.31 3 6.08 51 4.34

Oman 39 4.45 57 4.46 18 4.99 28 4.73 21 4.82 56 4.11 73 3.60

Pakistan 104 3.64 129 2.76 103 3.99 138 3.46 67 4.04 118 2.90 30 4.70

Panama 50 4.33 68 4.26 35 4.65 75 4.25 16 5.00 47 4.35 81 3.50

Paraguay 110 3.55 113 3.20 86 4.18 117 3.92 92 3.76 111 3.00 93 3.23

Peru 57 4.20 86 4.01 52 4.37 48 4.50 40 4.50 86 3.39 43 4.46

Philippines 58 4.20 67 4.28 82 4.19 100 4.08 48 4.41 77 3.58 33 4.66

Poland 32 4.60 37 4.88 57 4.34 80 4.20 38 4.54 43 4.47 20 5.14

Portugal 46 4.38 28 5.15 72 4.26 126 3.79 114 3.50 27 5.24 50 4.34

Puerto Rico 33 4.58 30 5.09 26 4.83 38 4.59 18 4.86 40 4.60 82 3.49

Qatar 18 5.02 29 5.11 3 5.49 6 5.29 13 5.19 31 5.10 60 3.96

Romania 63 4.13 59 4.41 117 3.89 110 3.96 72 3.95 54 4.14 46 4.44

Russian Federation 51 4.32 47 4.66 126 3.80 72 4.31 121 3.39 59 3.97 7 5.78

Rwanda 96 3.73 122 3.00 41 4.52 11 5.06 57 4.23 105 3.10 128 2.46

Saudi Arabia 27 4.69 48 4.65 27 4.79 70 4.31 27 4.71 41 4.60 23 5.07

Seychelles 95 3.73 79 4.13 53 4.36 31 4.69 83 3.87 65 3.87 147 1.46

Senegal 105 3.62 114 3.14 59 4.33 65 4.33 98 3.72 95 3.26 105 2.94

Serbia 92 3.78 83 4.05 132 3.64 119 3.90 115 3.48 60 3.94 69 3.68

Sierra Leone 136 3.12 142 2.36 105 3.97 97 4.09 116 3.46 130 2.65 133 2.19

Singapore 2 5.63 2 5.91 1 5.59 1 5.77 2 5.82 7 6.01 34 4.66

Slovak Republic 56 4.27 58 4.44 76 4.24 76 4.24 42 4.49 52 4.16 58 4.03

Slovenia 62 4.14 25 5.21 62 4.32 106 4.00 134 2.98 33 4.90 83 3.46

South Africa 34 4.54 89 3.94 28 4.75 116 3.93 3 5.80 62 3.92 25 4.89

Spain 28 4.64 26 5.19 63 4.32 115 3.93 97 3.72 26 5.26 14 5.45

Sri Lanka 69 4.03 62 4.31 37 4.63 135 3.53 41 4.49 93 3.30 61 3.90

Suriname 121 3.34 98 3.59 128 3.73 102 4.04 111 3.55 101 3.19 140 1.95

Swaziland 123 3.32 117 3.09 98 4.05 104 4.01 68 4.03 124 2.72 139 2.03

Sweden 7 5.31 8 5.69 12 5.10 18 4.88 8 5.32 1 6.22 35 4.64

Switzerland 5 5.44 4 5.88 6 5.26 2 5.76 11 5.23 9 5.93 40 4.56

Taiwan, China 15 5.16 11 5.65 7 5.26 33 4.67 17 4.95 30 5.19 17 5.24

Tanzania 115 3.49 138 2.54 118 3.89 49 4.49 99 3.72 126 2.70 75 3.59

Thailand 40 4.43 66 4.29 34 4.67 62 4.35 32 4.61 78 3.56 22 5.10

Timor-Leste 145 2.85 134 2.63 134 3.58 109 3.98 141 2.70 145 2.33 142 1.86

Trinidad and Tobago 82 3.90 75 4.21 101 4.03 89 4.15 55 4.32 61 3.93 114 2.78

Tunisia 88 3.81 73 4.22 88 4.10 132 3.67 110 3.56 83 3.47 64 3.86

Turkey 45 4.38 65 4.29 43 4.52 130 3.74 51 4.40 58 4.05 16 5.30

Uganda 111 3.55 131 2.72 120 3.88 32 4.69 77 3.90 120 2.82 89 3.28

Ukraine 71 4.01 43 4.75 124 3.81 84 4.18 117 3.46 94 3.28 38 4.60

United Arab Emirates 20 5.00 35 4.93 4 5.39 9 5.20 24 4.79 28 5.22 44 4.44

United Kingdom 4 5.45 17 5.45 14 5.05 5 5.35 15 5.00 4 6.06 6 5.80

United States 1 5.66 7 5.75 20 4.93 4 5.37 10 5.26 15 5.72 1 6.94

Uruguay 78 3.95 52 4.53 60 4.33 139 3.44 90 3.77 48 4.33 88 3.28

Venezuela 119 3.41 74 4.21 148 2.80 148 2.85 135 2.97 107 3.09 39 4.57

Vietnam 74 3.98 95 3.69 74 4.25 56 4.40 93 3.76 102 3.14 36 4.64

Yemen 144 2.90 144 2.31 133 3.61 141 3.36 148 2.26 137 2.48 85 3.38

Zambia 101 3.67 119 3.05 38 4.61 93 4.12 46 4.45 115 2.97 111 2.80
Zimbabwe 138 3.11 124 2.95 130 3.66 140 3.40 109 3.56 112 2.98 136 2.12

Note: Ranks out of 148 economies and scores measured on a 1-to-7 scale.
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PILLARS

INNOVATION  
AND SOPHISTICATION 

FACTORS
11. Business 
sophistication 12. Innovation

Country/Economy Rank Score Rank Score Rank Score

Albania 119 3.12 122 3.44 119 2.80

Algeria 143 2.63 144 2.89 141 2.38

Angola 148 2.52 143 2.89 147 2.15

Argentina 98 3.35 95 3.71 104 2.99

Armenia 88 3.40 87 3.82 103 2.99

Australia 26 4.56 30 4.66 22 4.45

Austria 12 5.14 8 5.46 15 4.82

Azerbaijan 60 3.71 70 3.97 51 3.45

Bahrain 59 3.71 53 4.25 73 3.17

Bangladesh 124 3.03 113 3.51 131 2.54

Barbados 48 3.91 46 4.30 48 3.51

Belgium 15 5.07 12 5.27 14 4.87

Benin 123 3.03 132 3.23 113 2.84

Bhutan 117 3.16 117 3.50 114 2.83

Bolivia 93 3.38 103 3.61 75 3.15

Bosnia and Herzegovina 89 3.40 110 3.53 63 3.28

Botswana 106 3.30 102 3.61 102 2.99

Brazil 46 3.92 39 4.42 55 3.42

Brunei Darussalam 54 3.81 56 4.23 59 3.38

Bulgaria 108 3.28 106 3.59 105 2.97

Burkina Faso 130 2.92 142 2.97 111 2.86

Burundi 145 2.56 148 2.80 142 2.31

Cambodia 83 3.44 86 3.83 91 3.05

Cameroon 96 3.35 105 3.60 80 3.11

Canada 25 4.64 25 4.80 21 4.47

Cape Verde 118 3.13 121 3.44 116 2.83

Chad 144 2.61 147 2.81 139 2.41

Chile 45 3.92 54 4.25 43 3.60

China 34 4.10 45 4.31 32 3.89

Colombia 69 3.61 63 4.06 74 3.16

Costa Rica 31 4.14 31 4.54 35 3.74

Côte d’Ivoire 116 3.18 123 3.37 101 3.00

Croatia 80 3.46 88 3.81 79 3.12

Cyprus 50 3.87 44 4.34 56 3.41

Czech Republic 36 4.07 38 4.43 37 3.70

Denmark 11 5.14 11 5.29 11 4.99

Dominican Republic 91 3.40 71 3.96 115 2.83

Ecuador 63 3.69 69 3.97 58 3.40

Egypt 104 3.31 84 3.83 120 2.79

El Salvador 73 3.56 60 4.10 96 3.01

Estonia 35 4.08 51 4.26 31 3.89

Ethiopia 127 2.98 133 3.21 121 2.76

Finland 2 5.65 5 5.51 1 5.79

France 18 4.84 21 5.00 19 4.68

Gabon 137 2.78 139 3.04 132 2.51

Gambia, The 67 3.61 68 4.00 67 3.22

Georgia 122 3.08 120 3.47 126 2.68

Germany 4 5.59 3 5.68 4 5.50

Ghana 72 3.56 81 3.85 64 3.27

Greece 81 3.46 83 3.84 87 3.08

Guatemala 64 3.66 50 4.27 90 3.05

Guinea 142 2.69 141 2.97 140 2.40

Guyana 56 3.76 59 4.12 57 3.41

Haiti 147 2.55 145 2.87 144 2.22

Honduras 112 3.26 90 3.76 123 2.76

Hong Kong SAR 19 4.83 14 5.22 23 4.44

Hungary 71 3.60 96 3.69 47 3.51

Iceland 28 4.48 29 4.68 27 4.28

India 41 4.00 42 4.38 41 3.62

Indonesia 33 4.13 37 4.44 33 3.82

Iran, Islamic Rep. 86 3.41 104 3.60 71 3.21

Ireland 21 4.81 18 5.04 20 4.58

Israel 8 5.23 23 4.88 3 5.58

Italy 30 4.22 27 4.74 38 3.69

Jamaica 75 3.53 72 3.95 83 3.11

Japan 3 5.62 1 5.75 5 5.49

Jordan 51 3.87 47 4.30 53 3.44

Kazakhstan 87 3.41 94 3.72 84 3.10

Kenya 53 3.83 61 4.09 46 3.56

Korea, Rep. 20 4.82 24 4.86 17 4.78

Kuwait 101 3.34 77 3.88 118 2.81

Kyrgyz Republic 140 2.72 130 3.24 145 2.20

Lao PDR 74 3.54 78 3.86 68 3.22
Latvia 68 3.61 67 4.01 70 3.21

Table 7: The Global Competitiveness Index 2013–2014: Innovation and sophistication factors

PILLARS

INNOVATION  
AND SOPHISTICATION 

FACTORS
11. Business 
sophistication 12. Innovation

Country/Economy Rank Score Rank Score Rank Score

Lebanon 90 3.40 62 4.07 124 2.73
Lesotho 135 2.84 136 3.20 135 2.47

Liberia 114 3.22 108 3.56 110 2.88

Libya 141 2.71 131 3.23 146 2.19

Lithuania 44 3.93 48 4.29 44 3.58

Luxembourg 17 4.84 22 4.98 18 4.70

Macedonia, FYR 94 3.37 100 3.65 86 3.09

Madagascar 105 3.31 111 3.53 85 3.09

Malawi 115 3.20 114 3.50 108 2.90

Malaysia 23 4.70 20 5.02 25 4.39

Mali 111 3.26 112 3.52 98 3.00

Malta 40 4.03 36 4.44 42 3.61

Mauritania 134 2.84 138 3.18 133 2.50

Mauritius 57 3.76 41 4.40 81 3.11

Mexico 55 3.79 55 4.24 61 3.35

Moldova 133 2.87 125 3.32 138 2.42

Mongolia 121 3.08 128 3.26 109 2.89

Montenegro 70 3.61 89 3.79 54 3.42

Morocco 100 3.34 92 3.75 106 2.94

Mozambique 131 2.91 135 3.20 128 2.63

Myanmar 146 2.55 146 2.87 143 2.24

Namibia 102 3.34 99 3.65 94 3.02

Nepal 132 2.91 129 3.25 129 2.56

Netherlands 7 5.36 4 5.56 10 5.16

New Zealand 27 4.55 26 4.75 26 4.34

Nicaragua 113 3.25 115 3.50 99 3.00

Nigeria 82 3.44 75 3.89 100 3.00

Norway 16 5.07 13 5.24 13 4.90

Oman 39 4.05 32 4.54 45 3.57

Pakistan 78 3.48 85 3.83 77 3.13

Panama 43 3.99 52 4.26 36 3.72

Paraguay 128 2.97 119 3.49 136 2.45

Peru 97 3.35 74 3.95 122 2.76

Philippines 58 3.75 49 4.29 69 3.21

Poland 65 3.65 65 4.06 65 3.24

Portugal 38 4.06 57 4.18 29 3.93

Puerto Rico 22 4.71 19 5.03 24 4.39

Qatar 14 5.08 10 5.36 16 4.80

Romania 103 3.32 101 3.62 97 3.01

Russian Federation 99 3.35 107 3.56 78 3.13

Rwanda 66 3.65 80 3.86 52 3.44

Saudi Arabia 29 4.33 28 4.74 30 3.93

Seychelles 62 3.69 64 4.06 62 3.32

Senegal 76 3.51 82 3.85 72 3.18

Serbia 125 3.01 137 3.18 112 2.85

Sierra Leone 129 2.93 127 3.30 130 2.56

Singapore 13 5.14 17 5.08 9 5.19

Slovak Republic 77 3.49 73 3.95 95 3.02

Slovenia 49 3.88 58 4.14 40 3.63

South Africa 37 4.06 35 4.49 39 3.64

Spain 32 4.14 33 4.52 34 3.75

Sri Lanka 42 4.00 34 4.51 49 3.49

Suriname 120 3.10 118 3.49 125 2.70

Swaziland 110 3.27 93 3.72 117 2.83

Sweden 5 5.46 7 5.48 6 5.43

Switzerland 1 5.72 2 5.75 2 5.70

Taiwan, China 9 5.22 15 5.20 8 5.25

Tanzania 109 3.28 116 3.50 89 3.06

Thailand 52 3.83 40 4.42 66 3.24

Timor-Leste 138 2.76 140 3.03 134 2.49

Trinidad and Tobago 92 3.39 79 3.86 107 2.92

Tunisia 79 3.47 76 3.89 88 3.06

Turkey 47 3.91 43 4.36 50 3.47

Uganda 107 3.29 109 3.55 92 3.04

Ukraine 95 3.36 97 3.68 93 3.03

United Arab Emirates 24 4.67 16 5.13 28 4.22

United Kingdom 10 5.15 9 5.40 12 4.90

United States 6 5.43 6 5.49 7 5.37

Uruguay 84 3.43 91 3.75 82 3.11

Venezuela 136 2.83 134 3.21 137 2.45

Vietnam 85 3.41 98 3.68 76 3.14

Yemen 139 2.73 124 3.35 148 2.12

Zambia 61 3.71 66 4.05 60 3.36
Zimbabwe 126 2.99 126 3.30 127 2.68

Note: Ranks out of 148 economies and scores measured on a 1-to-7 scale.
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room for improvement exists in both areas, which are the 
keys to Singapore’s future prosperity.

Finland retains its 3rd position. Similar to other 
countries in the region, the country boasts well-
functioning and highly transparent public institutions 
(1st), topping several indicators included in this category. 
Its private institutions, ranked 3rd overall, are also 
seen to be among the best run and most ethical in the 
world. Finland also occupies the top position both in 
the health and primary education pillar and the higher 
education and training pillar, the result of a strong focus 
on education over recent decades. This has provided 
the workforce with the skills needed to adapt rapidly to 
a changing environment and has laid the groundwork 
for high levels of innovation, allowing Finland to become 
a highly innovative economy. Improving the country’s 
capacity to adopt the latest technologies (ranked 18th) 
could lead to important synergies that could, in turn, 
further reinforce the country’s competitive position going 
forward. Finland’s macroeconomic environment has 
weakened slightly on the back of rising inflation (above 3 
percent), but it fares comparatively well when contrasted 
with other euro-zone economies.

Germany moves up by two notches to 4th place 
this year. The country is ranked an excellent 3rd for 
the quality of its infrastructure, boasting in particular 
first-rate facilities across all modes of transport. The 
goods market is quite efficient and is characterized 
by intense local competition (10th) and low market 
dominance by large companies (2nd). Germany’s 
business sector is very sophisticated, especially when 
it comes to production processes and distribution 
channels. German companies are among the most 
innovative in the world, spending heavily on R&D (4th) 
and displaying a high capacity for innovation (3rd)—traits 
that are complemented by the country’s well-developed 
ability to absorb the latest technologies at the firm level 
(16th). Research institutions are assessed as being of 
higher quality than in previous years, and scientists 
and engineers appear to be more readily available. All 
these attributes allow Germany to benefit greatly from its 
significant market size (5th), which is based on both its 
large domestic market and its strong exports.

Some shortcomings remain with respect to labor 
markets and the educational system. Despite some 
improvement (from 53rd to 41st), Germany’s labor 
market remains rigid (113th for the labor market flexibility 
subpillar), where a lack of flexibility in wage determination 
and the high cost of firing hinder job creation, particularly 
during business cycle downturns. To maintain Germany’s 
competitiveness, the quality of the educational system—
where, at 23rd place, the country continues to trail most 
of its top 10 peers—needs to be improved further. But 
the country has already registered an improvement 
across all educational quality indicators in the GCI, an 
important basis for sustained innovation-led growth.

After having declined for four consecutive years in 
the ranking, the United States reverses its downward 
trend, rising by two positions to take 5th place this year 
and overtaking the Netherlands and Sweden. While 
the economy is getting back on track, the deleveraging 
process in the banking sector continues to show positive 
effects on the stability and efficiency of the country’s 
financial markets, improving from 31st three years ago 
to 10th this year in that pillar. At the same time, the 
assessment of public institutions is slightly more positive, 
which is a hopeful outcome after a number of years of 
weakening confidence in this area.

Overall, many structural features continue to make 
the US economy extremely productive. US companies 
are highly sophisticated and innovative, supported by an 
excellent university system that collaborates admirably 
with the business sector in R&D. Combined with flexible 
labor markets and the scale opportunities afforded by 
the sheer size of its domestic economy—the largest 
in the world by far—these qualities continue to make 
the United States very competitive. On the other hand, 
some weaknesses in particular areas remain. Although 
the assessment of institutions improves this year, the 
business community continues to be rather critical, with 
trust in politicians still somewhat weak (50th), concerns 
about the government’s ability to maintain arms-length 
relationships with the private sector (54th), and a general 
perception that the government spends its resources 
relatively wastefully (76th). The macroeconomic 
environment continues to be the country’s greatest area 
of weakness (117th), although the deficit is narrowing for 
the first time since the onset of the financial crisis.

Sweden falls two places to 6th position. Like 
Switzerland, the country has been placing significant 
emphasis on creating the conditions for innovation-
led growth. Although the assessment has deteriorated 
slightly over the past year—mainly due to a somewhat 
weaker macroeconomic environment—the quality of 
Sweden’s public institutions remains first rate, with a 
very high degree of efficiency, trust, and transparency. 
Private institutions also receive excellent marks, with 
firms that demonstrate highly ethical behavior. Additional 
strengths include goods and financial markets that are 
very efficient, although the labor market could be more 
flexible (Sweden ranks 57th on the flexibility subpillar). 
Combined with a strong focus on education over the 
years and a high level of technological readiness (1st), 
Sweden has developed a very sophisticated business 
culture (7th) and is one of the world’s leading innovators 
(6th). These characteristics come together to make 
Sweden one of the most productive and competitive 
economies in the world.

Hong Kong SAR further consolidates its position 
among the 10 most competitive economies, advancing 
a further two places to 7th, thanks to a consistently 
strong performance. In particular, Hong Kong tops the 
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infrastructure pillar for the fourth consecutive edition, 
reflecting the outstanding quality of its facilities across all 
modes of transportation. It also dominates the financial 
market development pillar, owing to the high level of 
efficiency, trustworthiness, and stability of the system. As 
in the case of Singapore, the dynamism and efficiency of 
Hong Kong’s goods market (2nd) and labor market (3rd) 
further contribute to its excellent overall positioning. In 
order to enhance its competitiveness, Hong Kong must 
improve on higher education (22nd) and innovation (23rd, 
up three). In the latter category, the quality of research 
institutions (31st) and the limited availability of scientists 
and engineers (32nd) remain the two key issues to be 
addressed.

After having moved up in the rankings in the 
last edition, the Netherlands loses three places and 
slips to 8th place this year. The drop mainly reflects 
weakening financial markets and, in particular, rising 
concerns regarding the stability of banks. Overall, the 
economy is highly productive due to some pronounced 
strengths. Dutch businesses are highly sophisticated 
(4th) and innovative (10th), and the country is rapidly 
and aggressively harnessing new technologies for 
productivity improvements (8th). Its excellent educational 
system (ranked 4th for health and primary education and 
6th for its higher education and training) and efficient 
markets—especially its goods market (8th)—are highly 
supportive of business activity. And although the country 
has registered fiscal deficits in recent years (4.15 percent 
of GDP in 2012), its macroeconomic environment is 
stronger than that of a number of other advanced 
economies. Last but not least, the quality of its 
infrastructure is among the best in the world, reflecting 
excellent facilities for maritime, air, and railroad transport, 
which are ranked 1st, 4th, and 11th, respectively.

Up one position, Japan now ranks 9th with a 
score almost unchanged since last year. The country 
continues to enjoy a major competitive edge in business 
sophistication (1st for the fifth consecutive year) and in 
innovation (5th). High R&D spending (2nd), availability of 
talent (4th), world-class research institutions (9th), and 
capacity to innovate (6th) are among Japan’s strengths. 
Indeed, in terms of innovation output, this pays off: 
the country has the fourth-highest number of patent 
applications per capita in the world. Further, companies 
operate at the highest end of the value chain, producing 
high-value-added goods and services. However, the 
country’s overall competitive performance continues 
to be dragged down by severe macroeconomic 
weaknesses (127th). For the past four years, the budget 
deficit has been hovering around 10 percent of GDP, 
one of the highest ratios in the world, while the public 
debt reached record levels, representing almost 240 
percent of Japan’s GDP. It is unlikely that the coming 
year will see a reversal in these trends in light of the 
country’s aggressive monetary policy and various 

stimulus packages. In addition, the labor market (23rd, 
down three) is characterized by persisting rigidities and 
inefficiencies, including the lack of female participation in 
the labor force (90th overall, the fifth lowest ratio among 
the member states of the Organisation for Economic 
Co-operation and Development, or OECD). Burdensome 
regulation, notably for business creation; high taxation; 
various trade barriers (111th); and a relative isolation, 
resulting in low foreign investment and ownership and a 
weak capacity to attract talent (80th), represent Japan’s 
major competitive weaknesses. It remains to be seen 
whether the government will deliver on its promise to 
address those structural issues as part of its strategy to 
revitalize Japan’s economy.

The United Kingdom (10th) rounds out the top 
10, falling by two places in this year’s assessment. 
The country deteriorates slightly in several areas, most 
notably its macroeconomic environment and its financial 
markets. Overall, the United Kingdom benefits from clear 
strengths such as the efficiency of its labor market (5th), 
in sharp contrast to the rigidity of those of many other 
European countries. The country continues to have 
sophisticated (9th) and innovative (12th) businesses that 
are highly adept at harnessing the latest technologies 
for productivity improvements and operating in a very 
large market (it is ranked 6th for market size). The highly 
developed financial market also remains a strength 
overall, despite some weakening since last year. All these 
characteristics are important for spurring productivity 
enhancements. On the other hand, the country’s 
macroeconomic environment (115th, down from 85th 
two years ago) represents the greatest drag on its 
competitiveness, with a fiscal deficit above 8 percent in 
2012, an increase of over 7 percentage points in public 
debt amounting to 90.3 percent of GDP in 2012 (136th), 
and a comparatively low national savings rate (10.8 
percent of GDP in 2012, 122nd).

North America, Europe, and Eurasia
Throughout the past year, much of Europe has 
continued to struggle with financial and structural 
challenges. Far-reaching actions were taken in Europe 
to avoid the breakup of the euro zone and bring the 
region onto a more dynamic growth path, mainly 
through macroeconomic measures and, to some extent, 
through structural reforms especially in peripheral 
euro zone countries. Although measures to improve 
competitiveness in some countries seem to have started 
bearing fruit, low global and regional demand continues 
to constrain growth, and several core countries still 
must reform their own economies in order to once again 
become engines of growth. See also Box 4 on regional 
competitiveness in the European Union.

Despite these challenges, several European 
countries continue to feature prominently among the 
most competitive economies in the world. As described 
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Box 4: The European Union’s Regional Competitiveness Index

Paola Annoni and Lewis Dijkstra
European Commission, Joint Research Centre and the Directorate-General for Regional and Urban Policy

To measure the different dimensions of competitiveness at 
the regional level, the European Commission has developed 
the Regional Competitiveness Index (RCI), which was inspired 
by the structure of the Global Competitiveness Index. The 
RCI was published in 2010 and again in 2013 through a 
coordinated effort of the European Commission’s Joint 
Research Centre and the Directorate-General for Regional 
Policy. The regional dimension is important because many 
of the factors of competitiveness are influenced or even 
determined by regional and city authorities. The trend toward 
more decentralization in Europe makes the role of cities and 
regions even more important. The strong regional dimension 
of competitiveness, with more variation between regions than 
between countries, confirms the influence and role of regions 
and cities.

Main results
The RCI highlights the competitive strengths and weaknesses 
of each of the European Union (EU)’s regions. 1 It can 
provide a guide to what each region should focus on, taking 
into account its specific situation and its overall level of 
development. This is particularly important for the preparation 
of the EU Cohesion Policy programs for 2014–20. The 
European Union will provide 325 billion euros to co-finance 
these seven-year programs. The programs are implemented 
by the countries, regions, or cities following an agreed 
strategy. These programs can improve transport or Internet 
access, boost innovation, encourage entrepreneurship, invest 
in energy efficiency, and enhance education and skills.

The objective of the Cohesion Policy is to reduce 
regional disparities by investing in job creation, 
competitiveness, economic growth, improved quality of life 
and sustainable development. Funding is provided to all 

regions, but more is provided to less developed ones. These 
investments also support the Europe 2020 strategy.

The RCI also can be a useful tool for EU countries 
with a large gap in the competitiveness of their regions. 
EU countries with a large gap or high variation in regional 
competitiveness should consider to what extent these gaps 
are harmful for their national competitiveness and whether 
they can be reduced, possibly with the support of Cohesion 
Policy. For example, in Romania, the Slovak Republic, 
and France the gap between the capital region and the 
second most competitive region is very wide, while regional 
competitiveness in Germany shows no large differences.

The 2010 edition of the RCI had already noted the 
lack of regional spillovers, particularly around the capitals 
of some of the less-developed EU countries. Although the 
economic crisis may have limited the potential growth of 
regional spillovers, in the medium term such spillovers should 
be strengthened. The overall competitiveness of a country 
depends on the performance of all its regions, not of its 
capital region alone.

The RCI reveals substantial differences in 
competitiveness within some countries (see Figure 1). In 
France, Spain, the United Kingdom, the Slovak Republic, 
Romania, Sweden, and Greece, the level of variability across 
regions is particularly high, with the capital region always 
being the best performer, except for Italy, the Netherlands, 
and Germany, where the capital region is not the most 
competitive.

Earlier territorial research highlighted the existence of the 
“blue banana” corridor of urbanization that linked the region of 
greater London all the way to Lombardy, passing through the 
Benelux countries and Bavaria, or a pentagon linking London, 
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Box 4: The European Union’s Regional Competitiveness Index (cont’d.)

Paris, Milan, Munich, and Hamburg. These areas were seen 
as having the highest concentrations of economic activity. 
This line of research emphasized a strong core-periphery 
pattern of economic activity in Europe.

The RCI, however, shows a more polycentric pattern, 
with strong capital and metropolitan regions in many parts 
of Europe. For example, the regions that include Stockholm, 
Copenhagen, Helsinki, Prague, Bratislava, and Madrid all have 
a high level of competitiveness (see Figure 2). 2 With the right 
policies and investments, regions outside the core of Europe 
can also become highly competitive.

Eight out of the top 10 regions in the 2013 RCI confirm 
their position with respect to 2010. The most competitive 
region in both editions is Utrecht. Also present in the top 10 in 
2010 were the London functional economic region; the group 
comprising Berkshire, Buckinghamshire, and Oxfordshire; 
the Amsterdam functional economic region; 3 Zuid-Holland; 
the Danish region Hovedstaden (includes Copenhagen); 
Stockholm; and Île de France (includes Paris) (see Table 1).

The new entries in the 2013 top 10 are Darmstadt 
(includes Frankfurt) in Germany and Surrey, East and West 
Sussex in the United Kingdom. It is striking that eight out of 
the top 10 are either capital regions or regions that include 
large cities.

At the other end of the competitiveness scale, we find 
some regions that are, unfortunately, consistently the least 
competitive. These are the Bulgarian region Severozapaden, 
the Greek region Notio Aigaio, and the two southern 
Romanian regions Sud-Est and Sud-Vest Oltenia. Figure 2 
shows the results for all regions assessed.

Methodology
The RCI is built on a broad definition of regional 
competitiveness that can be summarized as “the ability to 
offer an attractive and sustainable environment for firms 

Table 1: RCI 2013: Top 10 regions

Region NUTS 2 code

RCI 2013 
(standardized 

scores)

Utrecht NL31 100

London  

(functional economic area)

UKH2, HKH3,  

UKI1 and UKI2

94

Berkshire, Buckinghamshire 

and Oxfordshire

UKJ1 94

Stockholm SE11 93

Surrey, East and  

West Sussex

UKJ2 91

Amsterdam  

(functional economic area)

NL23  

and NL32

90

Darmstadt  

(includes Frankfurt)

DE71 89

Île de France  

(includes Paris)

FR10 89

Hovedstaden  

(includes Copenhagen)

DK01 89

Zuid-Holland (includes 

Rotterdam and The Hague)

NL33 88

Figure 2: RCI 2013 results

Source: Joint Research Centre and DG for Regional and Urban Policy, © EuroGeographics Association for the administrative boundaries.

Values range from low (negative)  
to high (positive)
n less than or equal to –1
n –1 to –0.5
n –0.5 to –0.2
n –0.2 to 0
n 0 to 0.2
n 0.2 to 0.5
n 0.5 to 1
n greater than or equal to 1
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above, six of them are among the top 10. In total, 10 are 
among the top 20, as follows: Switzerland (1st), Finland 
(3rd), Germany (4th), Sweden (6th), the Netherlands 
(8th), the United Kingdom (10th), Norway (11th), Denmark 
(15th), Austria (16th), and Belgium (17th). However, 
Europe is also a region with significant disparities in 
competitiveness, with several countries from the region 
significantly lower in the rankings (with Spain at 35th, 
Italy at 49th, Portugal at 51st, and Greece at 91st). As in 
previous years, North American countries feature among 
the most competitive economies worldwide, with the 
United States occupying the 5th position and Canada 
the 14th.

Norway rises by four places in the rankings to a 
remarkable 11th this year, with progress in a number 
of areas. Specifically, the country features a notable 
improvement in the uptake of ICTs, particularly increasing 
Internet bandwidth and greater penetration of mobile 
broadband. Similar to the other Nordic countries, 
Norway is further characterized by well-functioning and 
transparent public institutions; private institutions also get 

admirable marks for ethics and accountability. Markets in 
the country are efficient, with labor and financial markets 
ranked 14th and 9th, respectively. Productivity is also 
boosted by a good uptake of new technologies, ranked 
an excellent 3rd overall for technological readiness, 
up 10 places in this area since last year. Moreover, 
Norway’s macroeconomic environment is ranked an 
impressive 2nd out of all countries (up from 3rd last 
year, and continuing an upward trend over the last 
several years), driven by windfall oil revenues combined 
with prudent fiscal management. On the other hand, 
Norway’s competitiveness would be further enhanced by 
continuing to upgrade its infrastructure (33rd), fostering 
greater goods market efficiency and competition (22nd), 
and further improving its environment for R&D.

Canada remains stable at 14th place. The country 
continues to benefit from highly efficient markets (with 
its goods, labor, and financial markets are ranked 
17th, 7th, and 12th, respectively), well-functioning and 
transparent institutions (14th), and excellent infrastructure 
(12th). Canada is also successfully nurturing its human 

Box 4: The European Union’s Regional Competitiveness Index (cont’d.)

and residents to live and work.” This definition focuses on 
the close link between competitiveness and prosperity, 
characterizing competitive regions not only in output-related 
terms but also by overall socioeconomic performance and 
potential.

The RCI was first published in 2010 and included 69 
indicators. It builds on the methodology developed by the 
World Economic Forum for the Global Competitiveness 
Index, and has proved to be a robust way to summarize 
many different indicators in one index. The index covers a 
wide range of issues, and includes innovation, quality of 
institutions, availability and usage of infrastructure (comprising 
digital networks), and measures of health and human capital. 
It has been used in many regions in the European Union and 
has sparked similar initiatives in Australia and South Africa.

The RCI 2013 is the second edition of the index and 
takes in updated and improved data together with method 
refinements. Croatia has been included in the 2013 edition, 
as it joined the European Union on July 1, 2013. The RCI 
2013 is based on a set of 73 indicators and follows the 
same framework and structure of the 2010 edition. Data 
for all the indicators mainly span the period between 2009 
and 2011. As for the previous version, the index is based 
on 11 pillars describing both inputs and outputs of territorial 
competitiveness. Pillars are grouped into three sets describing 
basic, efficiency, and innovative factors of competitiveness. 
The pillar groups are weighted differently according to the 
region’s development stage in terms of gross domestic 
product per capita.

The basic pillars represent the basic drivers of all 
economies. They include (1) Institutions, (2) Macroeconomic 

Stability, (3) Infrastructure, (4) Health, and (5) Basic Education. 
These pillars are most important for less-developed regions.

The efficiency pillars are (6) Higher Education and 
Lifelong Learning, (7) Labor Market Efficiency, and (8) Market 
Size.

The innovation pillars, which are particularly important 
for the most advanced regional economies, include (9) 
Technological Readiness, (10) Business Sophistication, and 
(11) Innovation. This group plays a more important role for 
intermediate and especially for highly developed regions.

Overall, the RCI framework is designed to capture 
short- as well as long-term capabilities of the regions. Further 
information about the RCI 2013 is available at www.easu.jrc.
ec.europa.eu or www.ec.europa.eu/regional_policy.

Notes

1 The RCI uses NUTS 2 regions, which are the basic territorial 
units for the application of regional policies. They are defined by 
the Commission regulation on nomenclature of territorial units for 
statistics (from the French Nomenclature des Unités Territoriales 
Statistiques, or NUTS). NUTS level 2 refers to regions with an 
average population size between 800,000 and 3 million.

2 The RCI does not include northern Italy, Wallonia, or eastern 
France among the most competitive EU regions, which were 
included in the core-periphery analyses.

3 To ensure that the regional competitiveness index does not break 
up functional economic areas, the capital regions of Belgium, 
the Czech Republic, Germany, the Netherlands, Austria, and 
the United Kingdom were combined with one or more of the 
neighboring regions to better capture the functional metropolitan 
region. This ensures a good match between the workplace-based 
indicators such as research and development and the residence-
based indicators such as educational attainment.
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resources compared with other advanced economies 
(ranking 7th for health and primary education and 
16th for higher education and training), providing 
the workforce with the skills needed to succeed in a 
competitive economy. Canada’s competitiveness would 
be further enhanced by improvements in its innovation 
ecosystem such as increased company-level spending 
on R&D and government procurement of advanced 
research products.

Denmark loses three positions this year at 15th, 
placing just behind Canada, with a weakening in its 
macroeconomic environment. Similar to its Nordic 
neighbors, the country continues to benefit from one of 
the best functioning and most transparent institutional 
frameworks in the world (18th). Denmark also continues 
to receive a first-rate assessment for its higher education 
and training system (14th), which has provided the 
Danish workforce with the skills needed to adapt rapidly 
to a changing environment and has laid the ground for 
high levels of technological adoption and innovation. 
A continued strong focus on education would help to 
reverse the downward trend in the country’s ranking and 
to maintain the skill levels needed to provide the basis 
for sustained innovation-led growth. A marked difference 
from the other Nordic countries relates to labor market 
flexibility, where Denmark (13th) continues to distinguish 
itself as having one of the most efficient labor markets 
internationally, with more flexibility in setting wages, 
firing, and therefore hiring, along with a greater number 
of workers than seen in the other Nordics and most 
European countries more generally.

Austria is ranked 16th this year, demonstrating a 
stable performance since last year. The country benefits 
from excellent infrastructure (16th) and sophisticated 
businesses (8th) that are highly innovative (15th). This 
is buttressed by an education and training system that 
does a good job of preparing the workforce, particularly 
through a strong focus on on-the-job training (5th). 
Austria’s competitiveness would be further enhanced by 
greater flexibility in its labor market (the country is ranked 
88th in this subpillar), and by continuing to improve its 
already-excellent educational system.

Belgium is ranked 17th, retaining the same place as 
last year. The country has outstanding health indicators 
and a primary education system that is among the best 
in the world (2nd). Belgium also boasts an exceptional 
higher education and training system (5th), with excellent 
math and science education, top-notch management 
schools, and a strong propensity for on-the-job training 
that contribute to a relatively high capacity to innovate 
(14th). Its goods market is characterized by high levels 
of competition and an environment that facilitates 
new business creation. Business operations are also 
distinguished by high levels of sophistication and 
professional management processes. On the other hand, 
there are some concerns about government inefficiency 

(56th) and its highly distortionary tax system, which 
particularly reduces the incentives to work (142nd). 
Moreover, its macroeconomic environment continues 
to be burdened by persistent deficit spending and high 
public debt.

France is ranked 23rd, down two places from 
last year. The decline comes on the back of increasing 
concerns among business leaders about the health 
of the financial sector. France retains a number of 
clear competitive advantages, including the country’s 
infrastructure, which is among the best in the world (4th), 
with outstanding transport links, energy infrastructure, 
and communications. The health of the workforce 
and the quality and quantity of education are other 
strengths (ranked 24th for health and primary education 
and 24th for higher education and training). These 
elements have provided the basis for a business sector 
that is aggressive in adopting new technologies for 
productivity enhancements (France is ranked 17th for 
technological readiness). In addition, the country’s 
business culture is highly professional and sophisticated 
(21st in the business sophistication pillar), buttressing 
its good position in innovation (19th in the innovation 
pillar, particularly in certain science-based sectors) 
and bolstered by a large market (8th), all of which help 
to boost the country’s growth potential. On the other 
hand, France’s competitiveness would be enhanced 
by injecting more flexibility into its labor market, which 
is ranked a low 116th both because of the strict rules 
on firing and hiring and the rather conflict-ridden labor-
employer relations in the country. Its tax regime is also 
perceived as highly distortive to decisions to work 
(127th). Tentative efforts being made in these areas, if 
implemented with rigor, would provide an important 
boost to France’s economic performance going forward.

Ireland is ranked 28th this year with a relatively 
stable performance. The country continues to benefit 
from its excellent health and primary education system 
(6th) and strong higher education and training (18th), 
along with its well-functioning goods and labor markets, 
ranked 11th and 16th, respectively. These attributes 
have fostered a sophisticated and innovative business 
culture (ranked 18th for business sophistication and 20th 
for innovation), buttressed by excellent technological 
adoption in the country (13th). Yet the country’s 
macroeconomic environment continues to raise 
significant concern (134th), showing little improvement 
since last year. Of related and continuing concern is also 
Ireland’s financial market (85th), although this seems to 
be tentatively recovering since the trauma faced in recent 
years, and confidence is slowly being restored.

Iceland is ranked at 31st position this year. Despite 
significant difficulties in recent years, Iceland continues 
to benefit from a number of clear competitive strengths 
in moving to a more sustainable economic situation. 
These include the country’s top-notch educational 
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system at all levels (9th and 12th in the health and 
primary education and higher education and training 
pillars, respectively) coupled with a relatively innovative 
business sector (27th) that is highly adept at adopting 
new technologies for productivity enhancements (10th). 
Business activity is further supported by an efficient 
labor market (17th) and well-developed infrastructure 
(17th). On the other hand, a weakened macroeconomic 
environment (118th) and financial markets (80th) remain 
areas of concern, although these have measurably 
improved since last year.

Estonia remains the best performer within 
Eastern Europe, up two places this year to 32nd. 
The country has an excellent educational system and 
highly efficient and well-developed goods and financial 
markets, as well as a strong commitment to advancing 
technological readiness. In addition, Estonia’s 22nd rank 
in macroeconomic stability reflects its relatively well 
managed public finances. The country’s margin ahead 
of the rest of the region also reflects its more flexible 
and efficient labor markets (12th), which continue to be 
rigid in other countries throughout much of Europe as a 
whole.

Despite the current difficult conditions, Spain 
goes up one notch in the rankings to 35th place. 
The country continues to leverage its traditional 
competitiveness strengths in terms of a world-class 
transport infrastructure (6th), a good use of ICTs (23rd), 
and—despite the high unemployment rate—a large and 
skilled labor force, thanks to one of the highest tertiary 
education enrollment rates in the world (8th). Moreover, 
the country has started to address some of its most 
pressing challenges. In the past year, Spain undertook 
sharp public budget cuts that will help improve its still-
weak macroeconomic situation; it also implemented a 
series of structural reforms to improve the functioning of 
its goods, labor, and financial markets. The liberalization 
of certain services, the implementation of a labor 
market reform to mitigate the rigidities of a dual labor 
market, and the restructuring of the banking system 
are all measures aimed at improving the efficiency 
in the allocation of resources, whose full effects are 
likely to become more visible in the medium term. As 
a result of these and other measures at the European 
level, the country has obtained access to international 
financing markets at a more affordable cost than it 
had at the time the previous edition of this Report was 
released. However, this situation has not translated in 
an improvement in access to financing for local firms—
which still suffer from an important credit crunch—to 
upgrade or transform their production facilities. Access 
to financing is regarded as the most problematic 
factor for doing business, and the country ranks very 
low in terms of the ease of accessing loans (138th) 
or other sources of financing, either through equity 
markets (101th) or venture capital (105th). In addition, 

the reduction of both public and private budgets for 
research and innovation could hamper the capacity 
of local firms to innovate (57th) and contribute to the 
economic transformation of the country. Addressing 
these weaknesses will be crucial in order to bridge the 
competitiveness gap with Northern European economies 
the country continues to suffer.

Poland is ranked 42nd, with a relatively stable 
performance since last year and a fairly even 
performance across all 12 pillars of competitiveness. 
Notable strengths include its large market size (20th) 
and high educational standards, in particular its high 
enrollment rates (it is ranked 18th on the quantity of 
higher education subpillar). The financial sector is well 
developed (38th), and banks are assessed as more 
sound than they were only four years ago, although 
additional strengthening will be necessary, given the 
country’s still mediocre 54th rank on this indicator. 
Further enhancing competitiveness will require a 
significant upgrading of transport infrastructure, which 
trails international standards by a considerable margin 
(ranked 92nd). Although some progress has been made 
over the past few years in this area in the context of 
the European Football Championships in 2012, it is not 
sufficient to create the step change necessary to better 
connect the different parts of the country. The business 
sector remains very concerned about some aspects of 
the institutional framework, including the government 
inefficiencies (121st)—in particular the high burden of 
government regulation (133rd). As Poland transitions to 
the innovation-driven stage of development, it will have 
to focus more strongly on developing capacities in R&D 
and business sophistication. Stronger R&D orientation 
of companies, easier access to venture capital, and 
intensified collaboration between universities and the 
private sector would help the country to move toward a 
more future-oriented development path.

Turkey falls by one position to 44th, following its 
significant improvement last year. The macroeconomic 
environment has deteriorated slightly, with a rising fiscal 
deficit and inflation nearing double digits, although the 
situation remains better than in many other European 
economies. Turkey’s vibrant business sector derives 
important efficiency gains from its large domestic 
market (ranked 16th), which is characterized by intense 
local competition (15th). Turkey also benefits from its 
reasonably developed infrastructure (49th), particularly 
roads and air transport, although ports and the electricity 
supply require additional upgrading. In order to further 
enhance its competitiveness, Turkey must focus on 
building up its human resources base through better 
primary education and healthcare (59th) and higher 
education and training (65th), increasing the efficiency of 
its labor market (130th), and reinforcing the efficiency and 
transparency of its public institutions (58th).
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The Czech Republic falls by seven places this 
year to 46th position. Concerns remain about the quality 
of the country’s public institutions, with public trust in 
politicians ranked an extremely low 146th, ahead of only 
Argentina and Lebanon globally. The macroeconomic 
environment has worsened slightly with rising deficits 
and debt, although (at 55th) it remains more stable 
than in much of the rest of Europe. Czech businesses 
are relatively sophisticated and innovative, buttressed 
by a strong uptake of new technologies. The country’s 
competitiveness would be further enhanced by 
improvements to the educational system and by injecting 
greater flexibility into the labor market.

After a slight improvement last year, Italy falls 
back seven places to 49th position this year, with a 
deterioration across the board and with the lack of clear 
political direction over the past year increasing business 
uncertainty and weighing down on the country’s 
competitiveness. Italy continues to do well in some of the 
more complex areas measured by the GCI, particularly 
the sophistication of its businesses, where it is ranked 
27th, producing goods high on the value chain with one 
of the world’s best business clusters (2nd). Italy also 
benefits from its large market size—the 10th largest 
in the world—which allows for significant economies 
of scale. However, Italy’s overall competitiveness 
performance continues to be hampered by some critical 
structural weaknesses in its economy. Its labor market 
remains extremely rigid—it is ranked 137th for its labor 
market efficiency, hindering employment creation. Italy’s 
financial markets are not sufficiently developed to provide 
needed finance for business development (124th). 
Other institutional weaknesses include high levels of 
corruption and organized crime and a perceived lack of 
independence within the judicial system, which increase 
business costs and undermine investor confidence—
Italy is ranked 102nd overall for its institutional 
environment. Greater political stability in the country 
and stronger efforts to address structural rigidities are 
critical for boosting the country’s competitiveness. The 
institutional reforms that are presently being proposed 
by the government would be an important step toward 
addressing some of these challenges.

Kazakhstan improves by one position to rank 
50th this year. The country benefits from a flexible and 
efficient labor market (15th) and a stable macroeconomic 
environment (23rd) at a time when many countries are 
struggling in these areas. Kazakhstan’s main challenges 
relate to its health and primary education systems (97th), 
its lack of business sophistication (94th), and its low 
innovation (84th).

Portugal continues to fall in the rankings, coming 
in at 51st place, two places down since last year. An 
unstable macroeconomic environment (124th), similar 
to other Southern European economies; a certain loss 
of trust in politicians (77th) and in government efficiency 

(116th); and, above all, increasing difficulties in accessing 
financing—either through the equity market (108th) or 
loans (121st)—have contributed to this drop. Despite this 
slight decline, the country is striving to regain productivity 
and competitiveness by increasing liberalization of the 
markets and labor market reforms. These are expected 
to bear fruit in the medium term, helping the country 
bridge the competitiveness divide with other European 
economies. In this effort, Portugal will be able to 
leverage its world-class transport infrastructure (19th) 
and its well-prepared labor force thanks to high levels 
of university education (26th), although it must be said 
that the quality of this education (58th) is not always in 
line with the productive needs of the country. In addition 
to the recently undertaken reforms, the country should 
not neglect strengthening its innovation potential through 
efficient investments in science, technology, and other 
intangible assets, such as advanced management 
techniques. These factors will be crucial in allowing the 
Portuguese economy to move toward higher-value-
added activities.

The Russian Federation, at 64th place, improves 
by three positions since last year. The country’s 
macroeconomic environment has continued to improve—
up from 44th two years ago to 19th this year because 
of low government debt and a government budget 
that has maintained a surplus. Other strengths include 
its high level of education enrollment, especially at the 
tertiary level; its fairly good infrastructure; and its large 
domestic market (8th), all of which represent areas that 
can be leveraged to improve Russia’s competitiveness. 
On the other hand, the country continues to receive a 
poor assessment of its public institutions (118th) and 
shows a lack of innovation capacity (78th). Russia 
suffers from inefficiencies in the goods (126th), labor 
(72nd), and financial (121st) markets. The weak level of 
competition (135th)—caused by inefficient anti-monopoly 
policies (116th) and high restrictions on trade and foreign 
ownership as well as a lack of trust in the financial 
system (132nd)—contributes to this inefficient allocation 
of Russia’s vast resources, hampering higher levels of 
productivity in the economy. Moreover, as the country 
moves toward a more advanced stage of economic 
development, its lack of business sophistication 
(107th) and low rates of technological adoption (127th) 
will become increasingly important challenges for its 
sustained progress.

After improving somewhat last year, Ukraine falls 
back by 11 places to 84th position in this year’s GCI. 
Overall, Ukraine maintains its competitive strengths. 
These result from its large market size (38th) and a solid 
educational system that provides easy access to all 
levels of education (ranked 43rd on higher education 
and training and 57th on primary education). Putting 
economic growth on a more stable footing in future 
will require Ukraine to address important challenges. 
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Arguably, the country’s most important challenge is 
the needed overhaul of its institutional framework, 
which suffers from red tape, a lack of transparency, 
and favoritism. Ukraine could realize further efficiency 
gains from instilling more competition into its goods and 
services markets (124th) and continuing the reform of its 
financial and banking sector (117th).

This year Greece, after falling over the past 
several years, improves in the rankings to 91st place. 
Although it remains the lowest-ranked country of the 
European Union and the results in the macroeconomic 
environment pillar continue to raise concern (second to 
last at 147th position this year), Greece has started to 
show improvements in a number of other areas, perhaps 
indicating that the reform efforts are beginning to bear 
fruit. Slight improvements are seen in the country’s 
institutional environment, the efficiency of its labor 
markets, and technological adoption, although continued 
efforts in these areas are still needed. Although some 
progress is being made, public institutions (e.g., 
government efficiency, corruption, undue influence) 
continue to receive a poor evaluation (102nd) and 
confidence has not returned to financial markets in the 
country (138th). The country’s inefficient labor market 
(127th) continues to constrain Greece’s ability to emerge 
from the crisis, although this has improved somewhat 
since last year, perhaps reflecting recent efforts to 
increase both the retirement age and labor market 
flexibility. In working to overcome its present difficulties, 
Greece has a number of strengths on which it can build, 
including a reasonably well educated workforce that 
is adept at adopting new technologies for productivity 
enhancements. With continued efforts toward growth-
enhancing reforms, there is every reason to believe that 
Greece will continue to improve its competitiveness in 
the coming years.

Asia and the Pacific
The competitiveness landscape in Asia and the 
Pacific remains very mixed. The region is home to 
some of the most competitive nations, including three 
members of the top 10 (Singapore, Hong Kong SAR, 
and Japan) and some of the most dynamic and rapidly 
improving economies in terms of competitiveness, 
such as Indonesia and the Philippines. On the other 
hand, a number of Asian countries, including Pakistan 
and Timor-Leste, have been unable to improve their 
competitiveness. This year, we cover three new Asian 
countries: Bhutan (109th), Lao PDR (81st), and Myanmar 
(139th). With the latter two additions, the GCI now offers 
a full coverage of the Association of Southeast Nations 
(ASEAN) and its 10 members. Box 5 discusses ASEAN’s 
competitiveness landscape and trends and the impact 
the region’s deep competitiveness divide may have on 
the planned ASEAN Economic Community.

Advancing one position, Taiwan (China) ranks 
12th this year with a score of 5.3. Its performance 
has been very stable and consistently strong over the 
past five years. Notable strengths include the capacity 
of Taiwanese businesses to innovate (8th), its highly 
efficient goods markets (7th), and its world-class primary 
education (9th) and higher education (11th). In order to 
enhance its competitiveness, Taiwan will need to further 
strengthen its institutional framework (26th), whose 
quality is undermined by some inefficiency within the 
government (28th) and various forms of corruption (30th), 
and will also need to address some inefficiencies and 
rigidities in its labor market (33rd).

This edition marks the first time that Australia 
(21st, down one) exits the top 20 and is overtaken by 
New Zealand (18th), which jumps five places. Australia 
delivers a consistent—and essentially unchanged—
performance across the board, the highlight of which 
is its 7th rank in the financial market development 
pillar, the only pillar where it features in the top 10. 
The country also earns very good marks for higher 
education and training, placing 15th. Australia’s favorable 
macroeconomic situation is improving further (25th, up 
one place). Its budget deficit was reduced in 2012 and 
inflation brought to under 2 percent, while the public 
debt-to-GDP ratio, though on the rise, is the third lowest 
among advanced economies, behind only Estonia and 
Luxembourg. The main area of concern for Australia is 
the rigidity of its labor market (54th, down 12), where 
the situation has deteriorated further. Australia ranks 
137th for the rigidity of the hiring and firing practices 
and 135th for the rigidity of wage setting. The quality of 
Australia’s public institutions is excellent except when it 
comes to the burden of government regulation, where 
the country ranks a poor 128th. Indeed, the business 
community cites labor regulations and bureaucratic red 
tape as being, respectively, the first and second most 
problematic factor for doing business in their country.

Malaysia advances one position to 24th. Second 
among ASEAN countries, behind Singapore, Malaysia 
ranks no lower than 51st in any of the 12 pillars of the 
GCI and features in the top 10 of two of them. Its most 
notable advantages are its efficient and competitive 
market for goods and services (10th), its well-developed 
and sound financial market (6th), and its business-
friendly institutional framework (29th). In a region plagued 
by corruption and red tape, Malaysia stands out as 
one of the very few countries that have been relatively 
successful at tackling these two issues, as part of its 
economic and government transformation programs. 
The country, for instance, ranks an impressive 8th for 
the burden of government regulation, although the 
score differential with the leader, Singapore, remains 
large. Malaysia ranks a satisfactory 33rd in the ethics 
and corruption component of the Index, but room for 
improvement remains. Furthermore, Malaysia ranks 15th 
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Box 5: ASEAN’s competitiveness landscape: A mixed picture with encouraging trends

To any observer of the region, the developmental gap within 
the Association of Southeast Asian Nations (ASEAN) is 
striking. No other regional integration initiative has deeper 
disparities among participating members. Founded in 1967 by 
Indonesia, Malaysia, Singapore, Thailand, and the Philippines, 
the subsequent accession of Brunei Darussalam, Vietnam, 
Lao PDR, Myanmar, and Cambodia have made ASEAN’s 
developmental landscape even more disparate. For example, 
Singapore is 80 times richer than Myanmar, where infant 
mortality rate is 25 times higher. Singapore’s population also 
lives 20 years longer than Cambodia’s.

Despite this diversity, ASEAN has embarked on an 
ambitious journey toward regional integration. The ASEAN 
Economic Community (AEC) is one of the three pillars of this 
integration effort, alongside the ASEAN Political-Security 
Community and the ASEAN Socio-Cultural Community. The 
AEC vision is for ASEAN to become, by 2015, a single market 
and production base, a highly competitive economic region, a 
region of equitable economic development, and a region fully 
integrated into the global economy. Progress is real. By its 
own account, ASEAN has implemented nearly 80 percent of 
the measures set out in the AEC Blueprint of 2007. 1

Although it remains to be seen whether the AEC 
vision will be fully realized by 2015, the fast-approaching 
deadline should motivate ASEAN leaders, and boosting 
competitiveness should be a priority. Competitiveness will 
foster economic development, which in turn will reduce 
disparities and accelerate regional and global integration—the 
other goals of the AEC.

This year for the first time, with the inclusion of Lao PDR 
and Myanmar, the Global Competitiveness Index (GCI) offers 
a complete picture of ASEAN’s competitiveness landscape, 
and it is a landscape that demonstrates much greater 
contrast than exhibited in earlier GCI editions. Lao PDR 
comes in 81st and Myanmar ranks 139th, some 50 places 
behind Cambodia, which at 88th place is ranked second 
lowest in ASEAN. Table 1 allows for a more granular analysis 
of the GCI results by reporting the rank achieved by ASEAN 
Member States in the overall GCI and its 12 pillars. The 
different shadings allow for a ready identification of strengths 
and weaknesses and of regional patterns. Plain white and 
dark blue colors correspond to the 1st and 148th rank, 
respectively.

The table reveals that Singapore is in a league of its 
own. Malaysia performs consistently well, although room for 
improvement remains. Myanmar is ASEAN’s lowest ranked 
nation on all the pillars except market size. In technological 
readiness, it even ranks last among the 148 economies 
studied. The table also reveals that the competitiveness of 
most ASEAN countries is still impeded by poor transport, 
inadequate energy and communication infrastructures, low 
enrollment rates and/or mediocre quality in education, and 
low levels of technological readiness. With the exception 
of Singapore and Myanmar, performance tends to be 
inconsistent across the different pillars of the Index. Finally, 
the macroeconomic environment (3rd pillar) is rather sound in 
a majority of ASEAN countries, much more so than in many 
troubled advanced economies. In fact, Brunei Darussalam—
an oil-rich economy—tops this pillar. More prudent and 
sustainable macroeconomic management is probably one of 

the positive consequences of the 1997 Asian financial crisis, 
which created havoc across ASEAN nations and inspired 
reforms.

All in all, the assessment is very mixed. Much remains 
to be done for ASEAN to become a more competitive, 
prosperous, and harmonious group. Although ASEAN 
economies have enjoyed brisk economic growth over the past 
decade, the foundations remain relatively shaky for a number 
of countries. Yet there is reason for optimism.

First, since the 2006–2007 edition of the GCI, the 
competitiveness trends for ASEAN have been overwhelmingly 
positive, as seen in Figure 1, which depicts the evolution in 
rank of selected developing Asian countries within a constant 
sample of 118 economies. 2 The seven ASEAN members 
(identified by solid blue lines) covered since 2006 have either 
improved or maintained their standing over the eight-year 
period to 2013. 3 Cambodia has leapfrogged 23 ranks, the 
fourth largest gain within the entire sample. Indonesia and 
the Philippines each progress 19 places. Indonesia posts the 
biggest progression among the group of 20 major economies 
(G20). It is all the more encouraging that these two nations are 
also the most populous in ASEAN, accounting for more than 
half of the group’s population. Furthermore, Singapore has 
improved steadily from 8th in 2006 to 2nd in 2011—behind 
Switzerland—and has retained its rank since then. Malaysia 
and Thailand have slightly declined, losing four and five 
places, respectively, but they have done so from a relatively 
high base and both countries have progressed in the last 
year. Meanwhile, Vietnam has seen important improvements 
followed by similar declines—partly reflecting the fragility of its 
economy—and now sits just one notch below its 2006 rank.

Second, in terms of competitiveness levels and 
trends, the ASEAN nations fare much better than most 
developing Asian nations, especially when compared with 
South Asian Association for Regional Cooperation (SAARC) 
countries (identified by solid black lines in Figure 1). With 
the notable exception of Sri Lanka, which has gained 19 
ranks, the historical performance of other SAARC countries 
is disappointing. India has lost 15 places since 2006. The 
Philippines, once 40 places behind, is now ahead of India, 
and its rank differential with China—the other BRIC in the 
region—is 29, up from just 8 in 2006. Meanwhile Pakistan, 
the second largest country in South Asia, has slumped 28 
positions, the fourth biggest decline out of all economies 
in the sample, over the 2006–2013 period. Mongolia, like 
Vietnam, exhibits erratic trends, owing to an unstable 
macroeconomic environment and investment climate, and 
posts a net loss of six places over the period.

Third, the fact that ASEAN membership spans the 
entire development ladder and includes competitiveness 
champions can benefit the less competitive countries in the 
group. Indeed, there are many stories of member countries 
successfully addressing key competitiveness issues in ways 
that could be emulated by others. For instance, Singapore 
is a competitiveness champion. Its administration is one of 
the world’s least corrupt and most efficient. Malaysia has 
been tackling excessive regulation as part of its Government 
Transformation Programme, and the Philippines—where a 
national competitiveness council was set up in 2006—has 
made significant strides against corruption. Furthermore, a 

(Cont’d.)
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Box 5: ASEAN’s competitiveness landscape: A mixed picture with encouraging trends (cont’d.)

Table 1: Performance of ASEAN members in the 2013–14 GCI and the 12 composing pillars, rank out of 148 economies
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for the quality of its transport infrastructure, a remarkable 
feat in this part of the world, where insufficient 
infrastructure and poor connectivity are major obstacles 
to development for many countries. Finally, Malaysia’s 
private sector is highly sophisticated (20th) and already 
fairly innovative (25th). All this bodes well for a country 
that aims to become a high-income, knowledge-based 
economy by the end of the decade. Amid this largely 
positive assessment, the government budget deficit, 
which represented 4.3 percent of GDP in 2012 (103rd); 
the low level of female participation in the workforce 
(121st); and the still comparatively low technological 
readiness (51st) stand out as some of Malaysia’s major 
competitive weaknesses.

The Republic of Korea drops six positions to 
25th. Its performance is uneven across the different 
dimensions of the Index. Korea possesses a remarkably 
sound macroeconomic environment (9th, second only 
to Norway among OECD countries). The country also 
boasts excellent infrastructure (11th) and educational 
systems. Enrollment rates at all levels of education are 
among the highest in the world (Korea has the highest 
tertiary enrollment in the sample, with a 103 percent 
gross rate of enrollment). These factors, combined with 
the country’s high degree of technological adoption 
(22nd) and relatively strong business sophistication 
(24th), contribute to explaining the country’s remarkable 
capacity for innovation (17th). However, Korea’s 
assessment is considerably weakened by the average 
quality of its public and private institutions (74th, down 12 
positions), the extreme rigidity and the inefficiencies of 
its labor market (78th), and its poorly functioning financial 
market (81st). Korea falls sharply in those three areas, 
and without tackling these issues decisively, the country 
will not be able to close the competitiveness gap with 
the three other Asian Tigers.24

China remains stable at 29th position this year. 
The country posts small gains in certain areas of the 
Index but loses ground in others, resulting in an overall 

performance virtually unchanged since last year. China 
leads the BRICS economies by a wide margin, well 
ahead of South Africa (53rd), Brazil (56th), India (60th), 
and Russia (64th).25 The Chinese institutional framework 
is improving slightly (47th), but weaknesses—including 
corruption (68th), security issues (75th), and low levels of 
accountability (82nd) and ethical standards (54th) among 
businesses—remain. In addition, problems endure in 
those areas that are becoming increasingly important for 
China as it becomes wealthier and can no longer rely on 
cheap labor: its financial market (54th) is undermined by 
the relative fragility of the banking sector; technological 
adoption by firms (86th) and by the population at 
large (79th) remains very low; and the efficiency of its 
goods market (61st) is seriously undermined by various 
barriers to entry and investment rules, which greatly limit 
competition.

On a more positive note, China’s macroeconomic 
situation remains favorable (10th). Inflation was back 
down to below 3 percent in 2012 (from 5.4 percent the 
previous year), the budget deficit is moderate, China’s 
public debt-to-GDP ratio at 22.9 percent is among 
the lowest in the world, and the gross savings rate 
represents a staggering 50 percent of GDP. However, 
this rate is probably too high in light of the need for 
China to rebalance its economy away from investment 
and toward more consumption. Although China receives 
good marks in health and basic education (40th), 
the assessment is more negative when it comes to 
higher education (70th) because of China’s low tertiary 
education enrollment, the average quality of teaching, 
and an apparent disconnect between educational 
content and business needs (54th). Finally, China’s 
innovation capacity has been improving recently, but 
much remains done for it to become an innovation 
powerhouse.

Posting a one-notch gain for the second year in 
a row, Thailand ranks 37th as a result of a very small 
improvement in its performance, but the competitiveness 

number of regional initiatives, launched in the 1990s following 
the accession of less developed members and aimed at 
reducing the developmental gap, have proven quite effective. 
These include the Initiative for ASEAN Integration and the 
Master Plan on ASEAN connectivity.

Although the responsibility for addressing the structural 
issues described above lies primarily with national actors, 
regional cooperation is critical. Efforts at the country and 
regional levels are complementary and reinforce each other. 
They enable Member States to leverage growth opportunities 
and strengthen their respective competitive advantages to 

move up the value chain, thus reducing the intra-ASEAN 
developmental gap.

Notes

1 See ASEAN 2013

2 The ranking based on the constant sample of 118 countries differs 
from the ranking of the 2013–2014 edition of the GCI, which 
comprises 148 economies.

3 For the sake of readability, we refer only to the first year (e.g., 
2006 instead of 2006–2007) of the Index edition that corresponds 
to the release year.

Box 5: ASEAN’s competitiveness landscape: A mixed picture with encouraging trends (cont’d.)
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challenges remain considerable. Political and policy 
instability, excessive red tape, omnipresent corruption 
and clientelism, security concerns, low reliability and 
high uncertainty around property rights protection 
seriously undermine the quality of Thai public institutions 
(85th). Poor public health (74th) and education, two 
other critical building blocks of competitiveness, require 
urgent attention. For instance, Thailand displays one of 
the highest HIV prevalence rates outside Africa, while 
enrollment in and the quality of higher education remain 
abnormally low.

Turning to more sophisticated areas, which are just 
as important given Thailand’s stage of development, 
technological readiness remains low (78th) when 
considering technologies beyond mobile telephony. 
Only a quarter of the population accesses the Internet 
on a regular basis, and only a small fraction does so at 
broadband speeds, but the growth is rapid. On a more 
positive note, Thailand ranks high on the macroeconomic 
environment pillar (31st, its best showing among the 12 
pillars) owing to a very favorable fiscal situation, its high 
savings rate, an inflation rate under control at around 3 
percent, and—in international comparison—a relatively 
good debt-to-GDP ratio of about 44 percent in 2012. In 
addition, the county continues to improve in the financial 
development (32nd) and the market efficiency pillars 
(34th), having progressed 17 and 10 places, respectively, 
in the past four years. Room for improvement remains, 
however, especially when it comes to promoting 
domestic competition (60th).

After three years of gradual decline, Indonesia 
(38th) bounces back, posting one of the largest 
improvements in this year’s rankings. This positive 
development will contribute to sustaining Indonesia’s 
impressive growth momentum—GDP grew by 5.2 
percent annually over the past decade. The country 
progresses in 10 of the 12 pillars of the Index, but its 
overall performance remains uneven. Indonesia improves 
the most in the infrastructure pillar, where it leapfrogs 
17 places to 61st. After years of neglect, Indonesia 
has been boosting infrastructure spending to upgrade 
roads, ports, water facilities, and power plants, and our 
results suggest that these improvements have started to 
bear fruit. The efficiency of its labor market (103rd) has 
also improved considerably, although from a very low 
base. Rigidities in terms of wage setting and hiring and 
firing procedures, along with the weak participation of 
women in the workforce (115th), continue to undermine 
Indonesia’s performance in this pillar. But the quality of 
public and private institutions is improving (67th, up 5), 
with all indicators pointing in the right direction in this 
category. In particular, Indonesia ranks a satisfactory 
45th in government efficiency and 54th for undue 
influence. The two main dark spots in this pillar remain 
bribery (106th) and security (104th). The country’s 
macroeconomic environment (26th) is characterized by 

a very small deficit (equivalent to 1.3 percent of GDP) 
and gross government debt representing 24 percent 
of GDP (30th), an inflation rate that is low by historical 
standards, and a savings rate exceeding 30 percent 
of GDP. Turning to the more sophisticated drivers of 
competitiveness, Indonesia’s technological readiness is 
also improving (75th, up 10), led by the private sector, 
which is increasingly aggressive in adopting the latest 
technologies (51st, up 13). The use of ICTs by the 
population at large remains comparatively low, but this is 
spreading rapidly (84th, up seven). One of the few areas 
where the situation has deteriorated is health (103rd). In 
particular, the incidence of communicable diseases and 
infant mortality rate are among the highest outside sub-
Saharan Africa.

Advancing six positions, the Philippines ranks 
59th overall. The trends are positive across most 
dimensions of the Index. In the institutions pillar (79th), 
the Philippines has leapfrogged over the past years. 
The current government, which came into power in 
2010, has made the fight against corruption an absolute 
priority; corruption had historically been one of the 
country’s biggest drags on competitiveness. There are 
signs that these efforts are producing results: in the 
ethics and corruption category, the country has jumped 
from 135th in 2010 to 87th this year. A similar trend has 
been observed in the government efficiency category 
(75th) and elsewhere in the Index. But improvements 
are coming from such a low base that the country 
cannot afford to be complacent. For instance, transport 
infrastructure has improved but remains in a dire state 
(84th), especially with respect to airport (113th) and 
seaport facilities (116th). Similarly, the labor market 
has become more flexible and efficient over the years, 
but the Philippines still ranks a low 100th. The recent 
successes of the government in tackling some of the 
most pressing structural issues are encouraging and 
proof that bold reforms and measures can yield positive 
results.

Down one position, India now ranks 60th, 
continuing its downward trend that began in 2009. With 
a GCI score essentially unchanged since then, India 
has been overtaken by a number of countries. Once 
ahead of Brazil and South Africa, it now trails them by 
several places and is behind China by a margin of 31 
positions, while Russia (64th) has almost closed the gap. 
India continues to be penalized for its very disappointing 
performance in the basic drivers underpinning 
competitiveness, the very ones that matter the most 
for India given its stage of development. The country’s 
supply of transport, ICTs, and energy infrastructure 
remains largely insufficient and ill-adapted to the needs 
of the economy (85th), despite the steady improvement 
that has been made since 2006. The Indian business 
community repeatedly cites infrastructure as the single 
biggest hindrance to doing business, ahead of corruption 
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and cumbersome bureaucracy. Notwithstanding 
improvements across the board over the past few years, 
very poor public health and education levels (102nd) 
remain a prime cause of India’s low productivity. The 
quality of higher education is better, but enrollment 
rates at that level remain very low, even by developing- 
country standards. Turning to the country’s institutions 
(72nd, down two places), discontent within the business 
community remains high about the lack of reforms and 
the perceived inability of the government to push them 
through. Public trust in politicians has been eroding since 
2009 and has now reached an all-time low at 115th, 
while bribery remains deeply rooted (110th). Indeed, India 
has lost almost 30 ranks on this indicator since 2010. 
Meanwhile, the situation has deteriorated further on the 
macroeconomic front, with India now 110th in this pillar. 
The inflation rate and public deficit-to-GDP ratio were 
dangerously close to double digits in 2012, and the debt-
to-GDP ratio is the second highest among the BRICS. 
Indeed, a March 2013 survey of sovereign debt analysts 
reveals an increased risk of sovereign debt default over 
the previous year. Another major concern is the country’s 
low level of technological readiness (98th). Although 
businesses adopt new technologies relatively promptly 
(47th), penetration rates of fixed and mobile Internet 
and telephony among the population remain among the 
lowest in developing Asia. Furthermore, the situation 
has worsened in terms of labor market efficiency (99th), 
where the most salient problem remains the dismally 
low participation of women in the workforce. With a 
ratio women-to-men of 0.36 (137th), India has the lowest 
percentage of working women outside the Arab world.

Up five positions, Vietnam ranks 70th, regaining 
half of the ground it lost last year. This progression is 
mainly the result of a slightly better macroeconomic 
environment (87th, up 19 positions)—after jumping to 
almost 20 percent, inflation was back to single-digit 
levels in 2012—and improvements to the quality of 
transport and energy infrastructures, albeit from a very 
low base (82nd, up 13). Vietnam also advances in the 
goods market efficiency pillar (74th, up 17), thanks 
to lower trade barriers and a less heavy tax rate on 
businesses. Despite these encouraging developments, 
the foundation of Vietnam’s economy and prosperity 
remain fragile. The country ranks no higher than 57th 
in any of the pillars except the market size pillar (36th). 
It loses ground in several areas of the Index, including 
labor market efficiency (56th, down five) and financial 
market development (93rd, down five). Another area 
of concern is technological readiness (102nd, down 
four): although new technologies are spreading among 
the population, Vietnamese businesses are particularly 
slow to adopt the latest technologies for their business 
use (128th), thus forfeiting significant productivity gains 
through technological transfer.

Mongolia falls to 107th position this year, almost 
entirely the result of a significant deterioration of its 
macroeconomic environment (130th) as captured by 
data from the IMF. In 2012, Mongolia’s budget deficit 
doubled to 7 percent of GDP, inflation surged to 15 
percent, the gross savings rate plummeted to 28 percent 
of GDP, and public debt increased slightly. The country’s 
performance in most other dimensions of the Index 
remains stable, suggesting that a great deal remains 
to be done for Mongolia to live up to its significant 
economic potential. In order to create opportunities for 
its citizens and build up the confidence of businesses 
and investors, the country must urgently upgrade its 
institutional framework (113th), develop its transport and 
energy infrastructure (113th), improve the functioning and 
efficiency of its goods markets (96th), establish clear 
rules for foreign investment, and develop its fledgling 
financial sector (129th).

Dropping a further nine places, Pakistan ranks 
133th overall. Its performance continues to deteriorate 
in some of the most critical and basic areas of 
competitiveness. Pakistan’s public institutions (126th) 
are crippled by inefficiencies, corruption, patronage, and 
lack of property rights protection. The security situation, 
already alarming, is worsening, with violence and 
terrorism taking a huge toll not only on the population, 
but also on businesses. The macroeconomic situation 
is also worrisome (145th). In 2012, the public deficit 
widened to near 10 percent of GDP, inflation remains 
in double-digit territory, and the savings rate dwindled 
to just 10 percent of GDP. Pakistan’s infrastructure 
(121st)—particularly for electricity (135th)—remains in a 
dire state. Moreover, the country displays some of the 
lowest education enrollment rates in the world and basic 
education is poor (137th). Pakistan’s competitiveness is 
further penalized by the many rigidities and inefficiencies 
of its labor market (138th, down eight), with female 
participation in the labor force among the lowest in 
the world (144th). Finally, the potential of ICTs is not 
sufficiently leveraged in Pakistan, where access to ICTs 
remains the privilege of a few (118th). On a slightly more 
positive note, Pakistan does comparatively better in 
the more advanced areas captured by the GCI. It ranks 
67th in the financial development pillar, 85th business 
sophistication pillar, and 77th in innovation.

Myanmar enters the rankings at 139th among 
148 economies, right behind Timor-Leste (138th). After 
decades of political and economic isolation, the March 
2011 elections have brought profound changes to the 
country. The government has embarked on an ambitious 
process of reforms to improve the country’s economic 
landscape and prospects, notably by leveraging 
Myanmar’s extraordinary assets, which include an 
abundance of natural resources, very favorable 
demographics, and a strategic location at the heart of 
Asia. Competitiveness is at the core of this strategy. 

© 2013 World Economic Forum



The Global Competitiveness Report 2013–2014  |  37 

1.1: The Global Competitiveness Index 2013–2014

Indeed, the government’s Framework for Economic and 
Social Reforms, which sets the policy priorities through 
2015, mirrors the 12 pillars of the GCI, thus making the 
Index a useful tool to monitor progress.

The country’s performance in the GCI confirms 
that it is starting from a very low base and that the road 
toward prosperity will be long and dauntingly arduous. 
Myanmar owes its presence at the very bottom of the 
GCI rankings to major weaknesses across the board. 
The country ranks 111th or worse in 10 of the 12 pillars 
of the Index, and is among the 10 worst performers in 
seven pillars. The two exceptions are the market size 
pillar (79th) and labor market efficiency pillar (98th). 
Given the extent of the task ahead, and in order to 
have the biggest impact in creating a more conducive 
environment for business to flourish, Myanmar needs to 
focus on the basic determinants of its competitiveness, 
namely the institutional framework (141st), transport, 
energy, and communication infrastructures (141st), health 
and primary education (111th), and the banking sector, 
as well as access to technology. Myanmar is among the 
world’s least connected countries and ranks last (148th) 
in the technological readiness pillar of the Index. There 
are just 11 mobile subscriptions for every 100 population, 
compared with 80 for developing Asia; only 1 percent of 
the population accesses the Internet on a regular basis; 
broadband access is almost nonexistent; and firms 
are extremely slow at adopting technologies for doing 
business (148th).

Latin America and the Caribbean
In 2012, Latin America and the Caribbean grew by 3 
percent, a slower pace than in previous years. Despite 
this moderate deceleration, the region has exhibited 
resilience with a projected growth rate of 3 percent for 
2013 and 3.4 percent for 2014, outperforming other 
regions in the world, especially advanced economies. A 
recovery in several export markets and robust internal 
demand based on fairly good access to financing are 
driving this growth.

Notwithstanding this positive economic outlook, the 
region continues to suffer from low levels of productivity 
and slow productivity growth rates.26 Overall, after a 
few years of general improvement, the results of this 
edition of The Global Competitiveness Report show that 
most countries are stagnating in their competitiveness 
performance. These results point to a certain exhaustion 
of the traditional sources of competitiveness gains 
utilized by several countries in past years. These gains 
were based on sound macroeconomic management, 
improvements in credit conditions, and, in certain cases, 
better functioning of the goods, labor, and financial 
markets.

In order to support the transition of Latin America 
toward higher productivity levels, urgent actions will be 
needed to improve the functioning of the institutions; 

the quality of infrastructure; the allocation of production 
factors through enhanced competition; and, very 
importantly, the skills, technology, and innovation base. 
This will require a series of overdue reforms that have 
been repeatedly postponed, along with significant and 
sustained investments to support the rapid economic 
growth of the past years.

Chile, at 34th, one position down from last 
year, remains the most competitive economy in Latin 
America. The country owes this privileged position 
to its traditional strengths: a strong institutional setup 
(28th) with low levels of corruption (26th) and an efficient 
government (18th); solid macroeconomic stability (17th) 
with a balanced public budget and low levels of public 
debt; and well-functioning markets with high levels of 
domestic competition (32nd) and openness to foreign 
trade (29th), which allows for an efficient allocation of 
available resources. In addition, Chile has made great 
efforts to develop ICTs, almost doubling its international 
Internet bandwidth capacity from 20 to 40 kb/s per user 
(43rd) over the past year and expanding its number of 
Internet users (45th). Notwithstanding these strengths, 
the lack of substantive progress in the recent GCI 
rankings suggests a certain stagnation in the country’s 
competitiveness model and the need to tap into new 
sources of productivity gains in order to diversify its 
economy and move toward higher-value-added activities. 
Important weaknesses in the educational system, 
notably in terms of its quality (74th)—especially in math 
and science (107th)—do not provide companies with 
a workforce with the necessary skills to upgrade their 
production or embark on innovative projects. This, linked 
to low innovation investments, especially in the private 
sector (58th), result in an overall poor innovation capacity 
(63rd), which can jeopardize Chile’s necessary transition 
toward a knowledge-based economy.

After three years of sharp rises in the 
competitiveness rankings, Panama consolidates its 
position at 40th place as the most competitive economy 
in Central America, and second in Latin America, behind 
Chile. In the past year, Panama has continued to improve 
its competitiveness edge by reinforcing its strengths. The 
country has been relentlessly improving its infrastructure 
(37th), with one of the best port (6th) and airport (5th) 
networks, closely aligning with its overall economic 
development strategy of becoming a major transport 
hub for the region. Its financial market (16th) and an 
assessment of its technological adoption (11th) are also 
persistently improving, especially via foreign multinational 
corporations setting up operations in the country. In 
addition, Panama has also made progress in addressing 
some of its most pressing challenges, notably in terms of 
improving the quality of education, where it has moved 
to 75th place from 112th last year. Notwithstanding 
these positive dynamics, the country still faces important 
challenges in terms of strengthening the functioning 
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of its institutions (66th), fighting corruption (80th) and 
crime (115th), and improving trust in politicians (94th) and 
the independence of the judiciary system (118th). Also 
important will be to continue improving the quality of 
education, notably in terms of math and science (114th), 
which will be necessary in order to better develop local 
technological capacity.

Despite a slight improvement in score, Barbados 
falls three positions in the rankings to 47th place. This 
drop is driven by the persistence of the credit crunch 
that is hindering the capacity of local businesses to 
finance their activities by raising new equity (92nd), loans 
(89th), or venture capital (98th) to support innovative 
projects. In addition, and closely related to this concern, 
macroeconomic conditions (121st), although slowly 
improving, are still worrisome, and the capacity to 
innovate remains low (81st). On a more positive note, 
Barbados continues to benefit from a fairly skilled labor 
force thanks to a high-quality educational system (6th) 
and high enrollment rates in secondary (23rd) and 
tertiary education (33rd), well-functioning institutions 
(30th), and solid infrastructure (24th).

Costa Rica continues to rise in the rankings this 
year, improving three positions to 54th place. Although 
the competitiveness profile of the country remains fairly 
stable, slight improvements in its innovation capacity 
(37th) have driven this progress. Overall, the country 
continues to benefit from a fairly open economy (44th) 
and strong institutions (50th), despite rising concerns 
about the wastefulness of government spending (114th) 
and fairly high costs associated with crime and violence 
(106th). It also has a high-quality educational system 
(20th) that provides a skilled labor force, as well as a 
relatively high rate of technological adoption (36th) and 
business sophistication (31st). Notwithstanding these 
strengths, Costa Rica still suffers from poor transport 
infrastructure (110th); difficulty in accessing finance, 
either through equity (118th) or loans (106th), and from 
an only moderate capacity to innovate (37th), which will 
be crucial for the country’s economy to move up toward 
higher-value-added activities.

Mexico depicts a stable competitiveness profile this 
year, and is ranked 55th overall. The country continues 
to benefit from a relatively stable macroeconomic 
environment (49th), a sound banking system (30th), a 
large and deep internal market allowing for important 
economies of scale (11th), reasonably good transport 
infrastructure (39th), and a number of sophisticated 
businesses (55th), particularly for a country at its stage 
of development. At the same time, under the political 
consensus achieved through the Pacto for Mexico 
agreements, the country has started to undertake 
some important and long-overdue reforms in the labor 
market and education. Moreover, further reforms in the 
goods and service market intended to increase levels 
of competition in key strategic sectors, notably in the 

energy sector, are foreseen before the end of the year. 
A full and efficient implementation of these reforms after 
a period of political transition is expected to improve 
some of the most pressing challenges the country 
currently faces in terms of domestic competition (100th), 
a skills gap due to a poor-quality educational system 
(119th), and labor market rigidities (99th). In addition, the 
competitiveness agenda for Mexico must include actions 
oriented toward strengthening the functioning of its 
institutions, notably in the fight against corruption (99th), 
and increasing the level of security (135th). To support its 
transition toward higher-value-added economic activities, 
it will be critical to foster the use of ICTs (83rd) and boost 
its innovation capacity (75th), which remain low.

Brazil comes in at 56th place this year. A slight 
deterioration in some of the macroeconomic indicators 
(75th), a tightening of access to financing, and the lack 
of sufficient progress in some of the most pressing 
challenges the country faces has driven this drop. More 
precisely, the functioning of institutions (80th), with 
increasing concerns about government efficiency (124th), 
corruption (114th), and low trust in politicians (136th) 
persist as a source of concern. Moreover, the lack of 
progress in improving the quality of overall infrastructure 
(114th) and education (121st), coupled with an economy 
fairly closed to foreign competition (144th), also hinder 
Brazil’s competitive edge. Notwithstanding these 
challenges, the country still benefits from important 
strengths, especially its large market size and its fairly 
sophisticated business community (39th), with pockets 
of innovation excellence (36th) in many research-
driven, high-value-added activities. Going forward, 
Brazil should not delay the necessary reforms to boost 
its competitiveness, and should further leverage its 
numerous and important strengths.

Peru remains stable at 61st place following a 
strongly positive trend that led the country up in the 
rankings more than 20 places in recent years. The 
results suggest a consolidation of the competitiveness 
profile of the country and a certain exhaustion of the 
sources of competitiveness gains of the past years: a 
very strong macroeconomic performance (20th) and 
high levels of efficiency in the goods (52nd), financial 
(40th), and labor (48th) markets, despite some rigidity 
in the hiring and firing practices (129th). In order to 
move forward and continue advancing up the rankings, 
Peru will have to address some of its most long-lasting 
challenges by strengthening the robustness of its public 
institutions (124th) by increasing government efficiency 
(107th), fighting corruption (109th), and improving 
infrastructure (91st). In addition, poor educational quality 
(134th) has generated a deep skills gap in the economy. 
Coupled with a low capacity to innovate (106th) caused 
by limited R&D investment (124th) and a weak scientific 
research system (119th), this hinders Peru’s capacity to 
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diversify its economy and move up toward new, more 
knowledge-rich activities.

As in the past two years, Colombia, at 69th 
place, presents a very stable competitiveness profile 
with results similar to those of previous editions of this 
Report across all dimensions. The country continues to 
exhibit very positive macroeconomic conditions (33rd), 
with a balanced public budget, low levels of public debt 
and inflation that is under control at around 3 percent, 
financial services that are relatively sophisticated by 
regional standards (52nd), a considerable market size 
(31st), and fairly high levels of education enrollment 
compared with those of other countries in the region. 
Notwithstanding these strengths, Colombia continues 
to suffer from weak institutions (110th) and considerable 
corruption. The country’s low-quality transport 
infrastructure (111th) is largely the result of a complex 
topography. Moreover, despite the rapid economic 
growth from high oil revenues in recent years, the need 
to diversify its economy will require improving the quality 
of the educational system (86th), which does not yet 
respond to the productive needs of an increasingly 
sophisticated business environment, and its innovation 
capacity (83rd), which is pulled down by low private 
R&D investment (73rd) and the poor quality of scientific 
research institutions (95th).

Close behind Colombia, Ecuador at 71st place 
improves by 15 places in the ranking. Major advances 
in infrastructure development (79th), education quality 
(62nd), and innovation (58th) have resulted in this 
positive result, although these areas remain challenging. 
In addition, despite a low country credit rating (121st), 
Ecuador benefits from stable macroeconomic conditions 
(44th) that has facilitated access to finance through 
equity (54th) and loans (31st), allowing local companies 
to undertake investment projects. In spite of this positive 
trend, the country still faces significant challenges that 
are hindering its competitiveness potential. Notably, the 
functioning of institutions is still weak (92nd): concerns 
about a lack of independence within the judicial system 
(100th) create mistrust in the overall legal framework. The 
inefficient functioning of the goods (106th), labor (111th), 
and financial (89th) markets because of insufficient 
competition, as well as high rigidities and mistrust in the 
banking system, remain problematic.

In the bottom half of the rankings, we find a  
series of Central and South American economies. In 
Central America, Guatemala (86th) follows Panama 
and Costa Rica in the subregional rankings. Despite 
fairly well-functioning goods (66th) and financial (43rd) 
markets, thanks to its openness to trade and a sound 
banking system (17th), the country continues to suffer 
from security-related and corruption costs that hinder  
the functioning of institutions. In addition, the 
combination of a poorly performing educational system 
(35th) and a scientific (107th) and digital gap (106th),  

even with increasing efforts to raise the information 
technology profile of the country, persist in hindering the 
national capacity to move toward higher-value-added 
activities. El Salvador (96th) and Nicaragua (99th),  
rising four and nine positions, respectively, thanks to 
some improvements in their innovation capacity, albeit 
from a low base, follow Guatemala, while Honduras 
plummets 21 positions to 111th place.

In South America, Bolivia improves its 
competitiveness performance by six notches to 98th 
place, while Uruguay, Argentina, Paraguay (119th), and 
Venezuela drop in this edition of the rankings.

Uruguay drops 11 positions to 85th place, the 
result of a combined series factors that include a 
deterioration in macroeconomic conditions (85th), with a 
high inflation rate that is affecting the access to financing 
in the country, restrictive labor conditions (139th), and 
weaknesses in the quality of education (120th) and 
capacity to innovate (88th). These latter factors are 
gaining importance in Uruguay as the country moves 
toward more advanced stages of development, where 
the need for a skilled labor force and higher innovation 
capacity become more crucial for increasing the 
productivity of the national economy. Notwithstanding 
these weaknesses, Uruguay continues to leverage its 
strong and transparent institutional setup (36th) and its 
fairly high degree of digital connectivity (46th), thanks 
to the continued efforts to narrow the digital divide with 
more advanced economies.

Continuing its fall of previous years, Argentina 
drops 10 positions to 104th place. A persistent 
deterioration across the board—notably in the 
macroeconomic conditions (111th) that affect access 
to financing (143rd) and in the institutional framework, 
with one of the lowest scores in terms of corruption 
(145th), government inefficiency (147th), and government 
favoritism (146th)—have contributed to this disappointing 
result. These factors, coupled with inefficient goods 
(145th), labor (144th), and financial (133rd) markets offsets 
the enormous potential the country has to offer. More 
precisely, its relatively large market size (24th), with the 
potential for important economies of scale and scope, 
its decent digital readiness (62nd), and high university 
enrollment (15th) of 75 percent are not being fully utilized 
amid the negative framework conditions that hinder the 
potential of the Argentine economy.

Venezuela, immersed in a deep macroeconomic 
(143rd) and institutional (148th) crisis, drops eight 
positions to 134th place. The country’s continued 
deterioration in most of the dimensions analyzed—
notably the macroeconomic conditions, with a large 
public deficit and inflation rates and very weak 
institutions, with the poorest evaluation of government 
efficiency, corruption, and judicial independence among 
all countries—do not provide the right conditions 
for companies to develop their economic activity. In 
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addition, poorly functioning goods (148th), labor (148th), 
and financial (135th) markets result in sub-optimal 
allocation of available resources and hinder the strong 
potential of a country with the particularly high university 
enrollment (13th) of 78 percent.

The Middle East and North Africa
The Middle East and North African region continues to 
be affected by political turbulence that has impacted 
individual countries’ competitiveness. Economies 
that are significantly affected by unrest and political 
transformation within their own borders or those of 
neighboring countries tend to drop or stagnate in terms 
of national competitiveness. At the same time, some 
small, energy-rich economies in the region perform 
well in the rankings (see Box 6 on mineral resource 
abundance). This underlines the fact that, contrary to the 
situation found in previous energy price booms, these 
countries have managed to contain the effects of rising 
energy prices on their economies and have used the 
window of opportunity to embark on structural reforms 
and invest in competitiveness-enhancing measures.

Qatar reaffirms once again its position as the 
most competitive economy in the region at 13th 
position.27 The country’s strong performance in terms 
of competitiveness rests on solid foundations made up 
of a high-quality institutional framework (4th), a stable 
macroeconomic environment (6th), and an efficient 
goods market (3rd). Low levels of corruption and undue 
influence on government decisions, high efficiency 
of government institutions, and strong security are 
the cornerstones of the country’s solid institutional 
framework, which provides a good basis for heightening 
efficiency. Going forward, as noted in previous editions 
of this Report, reducing the country’s vulnerability to 
commodity price fluctuations will require diversification 
into other sectors of the economy and reinforcing some 
areas of competitiveness. As a high-income economy, 
Qatar will have to continue to pay significant attention 
to developing into a knowledge- and innovation-driven 
economy. The country’s patenting activity remains low 
by international standards, at 60th, although some 
elements that could contribute to fostering innovation are 
in place. The government drives innovation by procuring 
high-technology products, universities collaborate with 

Box 6: Mineral resource abundance: Blessing or curse?

The availability of abundant natural resources, especially 
minerals such as oil, gas, copper, and gold, has traditionally 
been regarded as an important input into economic growth 
and higher levels of prosperity in many economies. Many 
oil- and gas-rich countries in the Middle East have benefited 
from some of the highest gross domestic product per 
capita in the world, for example. More recently, several Latin 
American economies—including Chile, Colombia, and Peru—
have experienced rapid economic growth thanks to robust 
demand for their mineral resources, even in a global context 
of uncertainty.

However, an abundance of mineral resources does not 
necessarily directly equate with higher rates of sustained 
productivity and overall competitiveness, and thus with 
rising prosperity in the long term. From the 17th century, 
when a resource-poor Netherlands managed to flourish in 
sharp contrast to gold- and silver-abundant Spain, to more 
recent cases—such as the rapid economic development 
of mineral-poor newly industrialized countries of Southeast 
Asia, which stand in contrast to some oil-rich nations such 
as Venezuela—history is full of examples where mineral 
endowments have not proved to be a blessing for long-term 
economic growth. Instead, such endowments have been a 
curse that has held countries back from making investments 
to support future, long-term economic development.

In the end, the relationship between mineral abundance 
and levels of prosperity depends on the use that nations 
make of the revenues accruing from mineral exports. Those 
countries that use such revenues for current spending 
rather than on productive investments will most likely not 

benefit from high growth rates in the long run. In those 
countries, national investments are driven toward mineral-
extraction activities that affect the level of productivity 
of other activities, such as manufacturing and services. 
This leads to an increase in the country’s exposure to 
fluctuations of mineral prices in international markets. In 
order to avoid these negative effects, known in the academic 
literature as the “Dutch disease,” countries should invest 
their mineral revenues carefully in productive activities such 
as infrastructure, education, and innovation. By doing so, 
they will enhance their overall productivity and support a 
progressive diversification of their economies, becoming more 
resilient and ensuring more sustainable patterns of economic 
growth.

One crucial factor that allows countries to effectively 
channel mineral revenues toward productive investments is 
the presence of strong, transparent, and efficient institutions. 
The absence of corruption, along with high levels of 
transparency and accountability and a strong commitment 
to a long-term economic agenda that is based on steady 
productivity gains and independent from the political cycle, 
are necessary, if not always sufficient, conditions to ensure 
that natural resources support long-term growth. Chile, 
Norway, and the United Arab Emirates are examples of 
countries that are managing their mineral revenues smartly. 
These countries are creating national funds that avoid 
overheating their economies and that invest in growth-
enhancing activities related to education and innovation, thus 
supporting more diversification and preparing the ground for 
longer-lasting and more sustainable economic growth.
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the private sector, and scientists and engineers are 
readily available. To become a truly innovative economy, 
Qatar will have to continue to promote a greater use 
of the latest technologies (31st), ensure universal 
primary education, and foster more openness to foreign 
competition—currently ranked at 30th, a ranking that 
reflects barriers to international trade and investment and 
red tape when starting a business.

The United Arab Emirates moves up in the 
rankings to take second place in the region at 19th. 
Higher oil prices have buoyed the budget surplus and 
allowed the country to reduce public debt and raise the 
savings rate. The country has also been aggressive at 
adopting technologies and in particular using ICTs, which 
contributes to enhancing the country’s productivity. 
Overall, the country’s competitiveness reflects the high 
quality of its infrastructure, where it ranks a solid 5th, as 
well as its highly efficient goods markets (4th). Strong 
macroeconomic stability (7th) and some positive aspects 
of the country’s institutions—such as strong public 
trust in politicians (3rd) and high government efficiency 
(9th)—round up the list of competitive advantages. 
Going forward, putting the country on a more stable 
development path will require further investment to boost 
health and educational outcomes (49th on the health and 
primary education pillar). Raising the bar with respect to 
education will require not only measures to improve the 
quality of teaching and the relevance of curricula, but 
also measures to provide incentives for the population to 
attend schools at the primary and secondary levels.

Saudi Arabia remains rather stable with a small 
drop of two places to 20th position overall. The 
country has seen a number of improvements to its 
competitiveness in recent years that have resulted in 
more efficient markets and sophisticated businesses. 
High macroeconomic stability (4th) and strong, albeit 
falling, use of ICTs for productivity improvements 
contribute to maintaining Saudi Arabia’s strong position 
in the GCI. As much as the recent developments are 
commendable, the country faces important challenges 
going forward. Health and education do not meet the 
standards of other countries at similar income levels. 
Although some progress is visible in health and primary 
education, improvements are being made from a low 
level. As a result, the country continues to occupy 
low ranks in the health and primary education pillar 
(53rd). Room for improvement also remains on the 
higher education and training pillar (48th), where the 
assessment has weakened over the past year. Labor 
market efficiency also declines, to a low 70th position, 
in this edition. Reform in this area will be of great 
significance to Saudi Arabia given the growing number 
of young people who will enter the labor market over 
the next several years. More efficient use of talent—in 
particular, enabling the increasing share of educated 
women to work—and better education outcomes will 

increase in importance as global talent shortages loom 
on the horizon and the country attempts to diversify its 
economy, which will require a more skilled and educated 
workforce. Last but not least, although some progress 
has been recorded recently, the use of the latest 
technologies can be enhanced further (41st), especially 
as this is an area where Saudi Arabia continues to trail 
other Gulf economies.

Israel drops by one to place 27th in this year’s 
GCI. The country’s main strengths remain its world-
class capacity for innovation (3rd), which rests on highly 
innovative businesses that benefit from the presence 
of some of the world’s best research institutions 
geared toward the needs of the business sector. 
Israel’s excellent innovation capacity, supported by the 
government’s public procurement policies, is reflected 
in the country’s large number of patents (6th). Its 
favorable financial environment, particularly evident in 
the ease of access to venture capital (8th), contributes 
to making Israel an innovation powerhouse. Challenges 
to maintaining and improving national competitiveness 
relate to the need for the continued upgrading of 
institutions (40th) and a renewed focus on raising the bar 
in terms of the quality of education. If not addressed, 
poor educational outcomes—particularly in math 
and science (78th)—could undermine the country’s 
innovation-driven competitiveness strategy over the 
longer term. As in previous years, the security situation 
remains fragile and imposes an increasingly high cost 
on business (83rd). Room for improvement also remains 
with respect to the macroeconomic environment (72nd), 
where increased budgetary discipline with a view to 
reducing debt levels (123rd) would help the country 
maintain stability and support economic growth going 
into the future.

Jordan loses four positions to 68th rank after a 
significant improvement in the previous year. The drop 
mainly reflects the country’s macroeconomic challenges. 
The economic crisis resulted in wider fiscal deficits and 
higher public debt levels that will undermine growth over 
the medium term if they remain unaddressed. Boosting 
growth over the longer term to levels that would 
result in sustainable job creation will require Jordan’s 
policymakers to address a number of challenges. 
Stabilizing the macroeconomic environment should be 
accompanied by growth-enhancing structural reforms. 
According to the GCI, there is significant room for 
improvement in boosting labor market efficiency (101st), 
and the full potential of ICTs for improving productivity 
has not yet been exploited (90th). Jordan could also 
benefit from more openness to international trade and 
investment, which would trigger efficiency gains in the 
domestic economy as well as the transfer of knowledge 
and technology. Tariff barriers remain high in international 
comparison (108th) and regulatory barriers to FDI remain 
in place (72nd). And although financing appears to 
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be more easily available than in many other countries 
(Jordan comes in at 34th on ease of access to loans) 
efforts to further stabilize the banking sector should be 
continued (114th).

Tunisia places 83rd in this year’s Report. The 
country’s positioning reflects the important challenges 
Tunisia will have to tackle in order to put its economy 
onto a sustainable growth path and resolve its daunting 
unemployment problem. The country’s macroeconomic 
fundamentals need to be brought back on track by 
narrowing the budget deficit and further reducing 
inflation. Ensuring that the labor market contributes 
to more efficiently using talent is crucial to raising 
competitiveness. The country currently ranks very low 
at 132nd overall on the labor market efficiency pillar. At 
the same time, financial markets do not efficiently fulfill 
their role in providing the business sector with financial 
means to grow. Moreover, the banking system needs to 
be stabilized further to build trust and confidence, which 
at present is ranked a low 129th.

Egypt drops by 11 positions to reach 118th place 
in this year’s GCI. This assessment is likely influenced 
by the country’s continued transition since the events 
of the Arab Spring. The deteriorating security situation 
and tenacious political instability are undermining the 
country’s competitiveness and its growth potential going 
forward. Although resolving political friction needs to 
remain the priority as this Report goes to print, many 
of the underlying factors that will be decisive about the 
sustainability of the country and the cohesion of the 
society over the medium to longer term are economic in 
nature. Establishing confidence through a credible and 
far-reaching reform program will be vital to the country’s 
future and to realizing the considerable potential of 
the country’s large market size and proximity to key 
global markets. According to the GCI, three areas are 
of particular importance. First, the macroeconomic 
environment has deteriorated over recent years to  
reach 140th position mainly because of widening 
fiscal deficit, rising public indebtedness, and persisting 
inflationary pressures. A credible fiscal consolidation 
plan, accompanied by structural reforms, will be 
necessary in order to maintain macroeconomic stability 
in the country. This may prove difficult in times of 
rising energy prices, as energy subsidies account for 
a considerable share of public expenditure. However, 
better targeting of subsidies could allow for fiscal 
consolidation while protecting the most vulnerable. 
Second, measures to intensify domestic competition 
would result in efficiency gains and contribute to 
energizing the economy by providing access to new 
entrants. This, in turn, would make the country’s private 
sector more dynamic, thereby contributing to job 
creation. And third, making labor markets flexible (141st) 
and more efficient (145th) would allow the country to 
increase employment in the medium term.

Sub-Saharan Africa
Sub-Saharan Africa continues its impressive growth rate 
of close to 5 percent in 2012 (with similar projections 
for the next two years), providing something of a 
silver lining in an otherwise uncertain global economy. 
Indeed, only emerging Asia registers higher growth. 
Growth has largely taken place on the backs of strong 
investment, favorable commodity prices, and a prudent 
macroeconomic stance.

There are, however, some regional variations, and 
in fact, in terms of underlying competitiveness, sub-
Saharan Africa continues to reflect one of significant 
regional variations in the GCI, ranging from Mauritius 
(overtaking South Africa and coming in at 45th this 
year) to the lowest ranked Chad at 148th. Economies 
with closer ties to advanced economies, such as South 
Africa, have not yet returned to pre-crisis growth rates. 
More generally, sub-Saharan Africa as a whole trails the 
rest of the world in competitiveness, requiring efforts 
across many areas to place the region on a firmly 
sustainable growth and development path going forward: 
the region continues to register a profound infrastructure 
deficit. In addition, sub-Saharan Africa overall continues 
to underperform significantly in providing health and 
basic education (only Mauritius and Seychelles rank 
in the upper half of the rankings). Higher education 
and training also need to be further developed. The 
region’s poor performance across all basic requirements 
for competitiveness stands in stark contrast to 
its comparatively stronger performance in market 
efficiency, where particularly the region’s middle-income 
economies fare relatively well (South Africa, Mauritius, 
and Kenya rank in the top 20 percent in financial market 
development). Moving forward, technological uptake 
continues to remain weak, with only three economies 
(South Africa, Mauritius, and Seychelles) featuring in the 
top half of the overall GCI rankings on this pillar.

Mauritius moves up by nine places this year to 
45th place, becoming the highest ranked country in the 
region. The country benefits from relatively strong and 
transparent public institutions (39th), with clear property 
rights, strong judicial independence, and an efficient 
government (29th). Private institutions are rated as highly 
accountable (14th), with effective auditing and accounting 
standards and strong investor protection. The country’s 
infrastructure is well developed by regional standards 
(50th), particularly its ports, air transport, and roads. 
Furthermore, notable improvements have taken place 
in the areas of market efficiency. Financial markets have 
deepened, lifting Mauritius’ rank up to 26th on the back 
of improved access to different modes of financing and 
financial services. This is further reflected in company 
spending on R&D—which seems to be increasing, albeit 
from low levels—thus somewhat enhancing Mauritius’ 
innovative capacity. Furthermore, the country boasts an 
efficient goods market (25th) driven by greater foreign 
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prevalence and more competition. The labor market is 
relatively flexible (55th), although the country does not 
deploy its talent efficiently: Mauritius ranks 92nd in its 
capacity to retain talent, and the share of women in the 
labor force remains low at 118th. This is further reflected 
in the low availability of scientists and engineers (102nd).

South Africa is ranked 53rd this year, overtaking 
Brazil to place second among the BRICS. South Africa 
does well on measures of the quality of its institutions 
(41st), including intellectual property protection (18th), 
property rights (20th), and in the efficiency of the legal 
framework in challenging and settling disputes (13th 
and 12th, respectively). The high accountability of its 
private institutions (2nd) further supports the institutional 
framework. Furthermore, South Africa’s financial market 
development remains impressive at 3rd place. The 
country also has an efficient market for goods and 
services (28th), and it does reasonably well in more 
complex areas such as business sophistication (35th) 
and innovation (39th). But the country’s strong ties to 
advanced economies, notably the euro area, make it 
more vulnerable to their economic slowdown and likely 
have contributed to the deterioration of fiscal indicators: 
its performance in the macroeconomic environment 
has dropped sharply (from 69th to 95th). Low scores 
for the diversion of public funds (99th), the perceived 
wastefulness of government spending (79th), and a more 
general lack of public trust in politicians (98th) remain 
worrisome, and security continues to be a major area 
of concern for doing business (at 109th). Building a 
skilled labor force and creating sufficient employment 
also present considerable challenges. The health of the 
workforce is ranked 133rd out of 148 economies—the 
result of high rates of communicable diseases and 
poor health indicators more generally. The quality of the 
educational system is very poor (146th), with low primary 
and tertiary enrollment rates. Labor market efficiency 
is poor (116th), hiring and firing practices are extremely 
rigid (147th), companies cannot set wages flexibly (144th), 
and significant tensions in labor-employer relations exist 
(148th). Raising educational standards and making the 
labor market more efficient will thus be critical in view 
of the country’s high unemployment rate of over 20 
percent, with the rate of youth unemployment estimated 
at close to 50 percent.

Rwanda is ranked 66th this year, retaining 
its third place in the sub-Saharan African region. 
As do the other comparatively successful African 
countries, Rwanda benefits from strong and relatively 
well-functioning institutions, with very low levels of 
corruption (an outcome that is certainly related to the 
government’s no-tolerance policy, and a good security 
environment). Its labor markets are efficient, its financial 
markets are relatively well developed, and Rwanda 
is characterized by a capacity for innovation that is 
quite good for a country at its stage of development. 

The greatest challenges facing Rwanda in improving 
its competitiveness are the state of the country’s 
infrastructure, its low secondary and university 
enrollment rates, and the poor health of its workforce.

Botswana moves up five places to 74th, taking 
fourth spot in the region. Improvements are driven in 
large part by a sounder macroeconomic environment. 
Among the country’s strengths are its relatively reliable 
and transparent institutions (34th), with efficient 
government spending, strong public trust in politicians, 
and low levels of corruption. Botswana’s primary 
weaknesses continue to be related to its human 
resources base. Educational enrollment rates at all levels 
remain low by international standards, and the quality 
of the educational system receives mediocre marks. 
Yet it is clear that by far the biggest obstacle facing 
Botswana in its efforts to improve its competitiveness 
remains its health situation. The rates of disease in 
the country remain very high, and health outcomes 
are poor despite improvements in recent years. For a 
middle-income country in transition to an efficiency-
driven economy, the goods market must become more 
efficient (92nd). Going forward, combined efforts across 
all areas will be needed if the country was to reduce its 
heavy dependence on the mining sector and to set its 
economy on a more diversified growth path.

Seychelles ranks 80th overall, rounding out the 
top five countries in the region. The country registers 
a solid performance in the basic requirements for 
competitiveness: It benefits from strong and well-
functioning institutions by regional standards (45th), with 
strong public trust in politicians (32nd) and a government 
that is seen as efficient (37th). Infrastructure is also 
relatively well developed (43rd) and the Seychelles do 
well in regional comparison when it comes to health 
and primary education (55th). As the country is now 
approaching the innovation-driven stage of development, 
it needs to lay the fundamentals for higher-value 
added growth. This will require improvements in higher 
education and training (79th) particularly in view of its 
very low tertiary enrollment rates (2.6 percent), its weak 
math and science education and limited availability of 
research and training services (93rd).

Namibia reverses its downward trend of recent 
years slightly, improving by two places to reach 90th 
place. The country continues to benefit from a relatively 
well-functioning institutional environment (48th), with 
well-protected property rights, an independent judiciary, 
and reasonably strong public trust in politicians. The 
country’s transport infrastructure is also good by regional 
standards (47th). Financial markets are reasonably 
developed (39th) and buttressed by solid confidence 
in financial institutions (21st), although their overall 
assessment has weakened for three years in a row. In 
order to improve its competitiveness, as in much of the 
region, Namibia must improve its health and educational 
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systems. The country is ranked a low 123rd on the 
health subpillar (down five places), with high infant 
mortality and low life expectancy—the result, in large 
part, of the high rates of communicable diseases. On the 
educational side, enrollment rates remain low and the 
quality of the educational system remains poor (124th). 
In addition, Namibia could do more to harness new 
technologies to improve its productivity levels (90th).

Kenya moves up by an impressive 10 places and is 
ranked 96th this year on the back of greater confidence 
in institutions (88th). The country’s strengths continue to 
be found in the more complex areas measured by the 
GCI. Kenya’s innovative capacity is ranked an impressive 
46th, with high company spending on R&D and good 
scientific research institutions that collaborate well with 
the business sector in research activities. Supporting 
this innovative potential is an educational system that—
although educating a relatively small proportion of the 
population compared with most other countries—
gets relatively good marks for quality (44th) as well 
as for on-the-job training (49th). The economy is also 
supported by financial markets that are well developed 
by international standards (31st) and a relatively efficient 
labor market (35th). On the other hand, Kenya’s overall 
competitiveness is held back by a number of factors. 
Health remains an area of serious concern (121st), with a 
high prevalence of communicable diseases contributing 
to the low life expectancy of fewer than 58 years and 
reducing the productivity of the workforce. The security 
situation in Kenya also remains worrisome (131st).

Senegal comes in at 113th place this year. Although 
the country’s institutions rank still relatively low at 82nd, 
our data suggest an improvement across a range of 
indicators since the 2012 elections, albeit from low levels. 
Senegal also benefits from relatively efficient goods and 
labor markets (59th and 65th, respectively), red tape to 
start a business is low even in international comparison, 
FDI faces relatively few barriers, and labor-employer 
relations are reasonably good (57th). Moreover, Senegal 
hosts good ports (47th), although all other modes of 
transport require significant upgrades (95th overall). The 
country’s competitiveness is further pulled down by the 
poor health and basic education of its population (131st). 
Indeed, only three out of four children receive primary 
education, which is very low compared with its middle-
income peers, and communicable diseases continue to 
erode at the health of the general population.

Ghana declines this year to 114th in large part 
as a result of a deterioration in its macroeconomic 
indicators (reversing last year’s trend). With regard 
to strengths, the country seems to be improving its 
public institutions, which are already somewhat strong 
by regional standards (up by five places to 70th), with 
relatively high government efficiency (57th). In addition, 
some aspects of its infrastructure are good for the 
region, particularly the state of its ports, and its financial 

and goods markets are also relatively well developed 
(52nd and 70th, respectively). On the other hand, 
Ghana must do much more to develop and deploy 
talent in the country. Education levels continue to trail 
international standards at all levels, labor markets are 
characterized by inefficiencies, and the country is not 
sufficiently harnessing new technologies for productivity 
enhancements (ICT adoption rates continue to be very 
low).

Nigeria is ranked 120th this year. The country 
continues to benefit from its relatively large market size 
(32nd), which has the potential for significant economies 
of scale and is an important factor for attracting 
investment. Nigeria also benefits from an efficient labor 
market, and the financial market has been recovering 
gradually from the 2009 crisis. Yet efforts need to be 
taken to diversify its economy into the non-oil sector 
and increase long-term competitiveness. Institutions 
remain weak (129th) with insufficiently protected 
property rights, high corruption, and undue influence. 
The security situation in the country, already seriously 
worrisome, continues last year’s downward trend to 
142nd. Additionally, Nigeria must continue to upgrade 
its infrastructure (135th) as well as improve health and 
primary education (146th). Furthermore, the country is 
not harnessing the latest technologies for productivity 
enhancements, as demonstrated by its low rates of ICT 
penetration.

Tanzania is ranked 125th this year. Its institutions 
have been deteriorating over the past years—although 
government regulation is not seen as overly burdensome 
(53rd), corruption has been worsening (106th) and 
policymaking has become less transparent. In addition, 
some aspects of the labor market—such as the country’s 
strong female participation in the labor force (5th) and 
reasonable redundancy costs—lend themselves to 
efficiency. On the other hand, infrastructure in Tanzania 
is underdeveloped (134th), with poor roads and ports 
and an unreliable electricity supply (131st). And although 
primary education enrollment is commendably high, 
providing universal access, enrollment rates at the 
secondary and university levels are among the lowest in 
the world (at 134th and 138th place, respectively), while 
the quality of the educational system needs upgrading. 
A related area of concern is the country’s low level of 
technological readiness (126th), with very low uptake 
of ICTs such as the Internet and mobile telephony. The 
basic health of its workforce is also a serious concern: 
the country is ranked 125th in this area, with poor health 
indicators and high levels of communicable diseases.

Côte d’Ivoire is ranked 126th this year. Like many 
of its sub-Saharan peers, the country’s labor market is 
relatively efficient (68th), a ranking that is primarily driven 
by its high flexibility (36th). Furthermore, the country does 
well in attracting FDI—prevalence of foreign ownership 
is perceived as very high by the business community. 
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Going forward, however, critical challenges remain. 
Institutional quality remains low (104th) despite a gradual 
improvement over recent years, and infrastructure is 
underdeveloped (107th). Moreover, the country does 
not meet primary needs in terms of health and basic 
education (142nd), ranking among the lowest 10 
countries worldwide on the related pillar. Only 60 percent 
of all children are enrolled in primary education, and the 
burden of communicable diseases—particularly the high 
incidence of malaria and HIV—weighs heavily on the 
workforce. Furthermore, technological adoption is very 
low across private users and the business sector, with 
only 2 percent of the population using the Internet.

Ethiopia falls six places to 127th this year, facing 
challenges across all pillars. The country ranks above 
100th only for its market size (67th) and the quality of 
its institutions (95th), although it should be noted that 
the assessment of institutions has been falling over 
recent years across almost all indicators, including 
property rights, ethics and corruption, undue influence, 
and government efficiency. Furthermore, the country’s 
goods (136th) and labor markets (108th) seem to be 
deteriorating, with more procedures and time required to 
start a business along with increasing concerns about 
the quality of labor-employer relations (121st), hiring and 
firing practices (99th), and the alignment between pay 
and productivity (125th). Ethiopia also requires significant 
improvements in the areas of infrastructure (124th), 
higher education and training (137th), and technological 
readiness (139th). On a more positive note, security—
ranked 55th—is better than in many of its sub-Saharan 
peers, primary education with a net enrollment rate of 87 
percent is comparatively good (although the quality of 
primary education is very low), and women account for a 
high percentage of the country’s labor force.

Liberia ranks 128th in this year’s GCI. The country 
features a well-developed goods and labor market by 
regional standards (47th and 60th, respectively), with 
few procedures and low cost to start a business in the 
country, and a taxation regime that is not overly distortive 
to economic decision making. In order to enhance its 
competitiveness, Liberia must focus on improving its 
physical infrastructure (131st) and enhancing human 
resources by improving the health and education levels 
of its workforce (144th).

Zimbabwe remains relatively stable at 131st 
position. Public institutions continue to receive a 
weak assessment, particularly related to corruption, 
security, and government favoritism, although overall 
the assessment of this pillar has improved somewhat 
since a few years ago. Yet major concerns remain 
with regard to the protection of property rights (137th), 
where Zimbabwe is among the lowest-ranked countries, 
reducing the incentive for businesses to invest. 
And despite efforts to improve its macroeconomic 
environment—including the dollarization of its economy 

in early 2009, which brought down inflation and interest 
rates—Zimbabwe still receives a low rank in this pillar 
(114th), demonstrating the extent of efforts still needed 
to ensure its macroeconomic stability. Weaknesses in 
other areas include health (132nd in the health subpillar), 
low education enrollment rates, and formal markets 
that continue to function with difficulty (particularly with 
regard to goods and labor markets, ranked 130th and 
140th, respectively).

Mozambique ranks 137th this year, with efforts 
required across many areas to lift the economy onto a 
sustainable growth and development path, particularly 
in view of its natural resource potential. The country’s 
public institutions receive a weak assessment on the 
basis of low public trust in politicians, significant red 
tape faced by companies in their business dealings, 
and the perceived wastefulness of government 
spending. Macroeconomic stability is still weak (98th) 
although recent efforts seem to be bearing some fruit in 
containing price rises (inflation is down to 2 percent from 
double-digits last year). Looking ahead, significant reform 
will be needed to advance the country’s long-term 
competitiveness, including making critical investments 
across all modes of infrastructure (ranked 130th), 
establishing a regulatory framework that encourages 
competition to foster economic diversification, and 
developing a sound financial market (132nd). Also critical, 
in view of the country’s rapidly growing population and 
high unemployment, are investing in the healthcare 
system and primary education (138th) as well as higher 
education and training (143rd).

Angola re-enters the GCI this year at 142nd place. 
As with its oil-exporting peers, a positive fiscal balance 
and low public debt contribute to a comparatively stable 
macroeconomic environment (54th), but much remains 
to be done across the board to build out the country’s 
competitiveness. Given its favorable fiscal stance, the 
country has a unique opportunity to invest revenues in 
competiveness-enhancing measures. In this context, 
its poor performance across all governance indicators 
is worrisome: Both public and private institutions are 
characterized by widespread corruption, and inefficient 
government spending casts doubt on the country’s 
ability to spend resource receipts in the most important 
areas. Furthermore, the country’s infrastructure is one of 
the least developed globally (145th), and its population 
would be well served by improvements in the educational 
and health systems (137th).

CONCLUSIONS
This chapter has presented and analyzed the results of 
Global Competitiveness Index 2013–2014, a tool that 
assesses the competitiveness of 148 economies across 
all geographies and stages of development. The GCI 
aims to capture the complexity of the phenomenon of 
national competitiveness, which can be improved only 

© 2013 World Economic Forum



1.1: The Global Competitiveness Index 2013–2014

46  |  The Global Competitiveness Report 2013–2014

through an array of efforts in different areas that affect 
the longer-term productivity of a country, which is the 
key factor affecting economic growth performance of 
economies.

Against the backdrop of the cautious and still-
fragile global recovery, the results this year stress the 
importance of competitiveness as a key dimension of 
economic policymaking across all regions and stages 
of development. The top 10 of the overall CGI rankings 
are dominated by economies that display strong 
institutions and ample innovative capacity, reflecting the 
paramount importance of these elements. However, with 
the rise of emerging markets, the distinction between 
advanced and emerging economies is becoming more 
and more blurred, as demonstrated by several emerging 
markets that are higher in the rankings than advanced 
economies.

Since its introduction in 2005, the GCI has been 
used by a growing number of countries and institutions 
to benchmark national competitiveness. The clear and 
intuitive structure of the GCI framework is useful for 
prioritizing policy reforms because it allows each country 
to identify the strengths and weaknesses of its national 
competitiveness environment and pinpoint those factors 
most constraining its economic development. More 
specifically, the GCI provides a platform for dialogue 
among government, business, and civil society that can 
serve as a catalyst for productivity-improving reforms, 
with the aim of boosting the living standards of the 
world’s citizens. Over the years, the GCI has proved 
to be a very useful tool for advancing competitiveness 
across countries.

NOTES
1 The first version of the Global Competitiveness Index was 

published in 2004. See Sala-i-Martín and Artadi 2004.

2 Schumpeter 1942; Solow 1956; and Swan 1956.

3 See, for example, Sala-i-Martín et al. 2004 for an extensive list of 
potential robust determinants of economic growth.

4 See Easterly and Levine 1997; Acemoglu et al. 2001, 2002; Rodrik 
et al. 2002; and Sala-i-Martín and Subramanian 2003.

5 See de Soto 2000.

6 See de Soto and Abbot 1990.

7 See Shleifer and Vishny 1997; Zingales 1998.

8 See Kaufmann and Vishwanath 2001.

9 See Aschauer 1989; Canning et al. 1994; Gramlich 1994; and 
Easterly 2002.

10 See Fischer 1993.

11 See Sachs 2001.

12 See Schultz 1961; Lucas 1988; Becker 1993; and Kremer 1993.

13 See Almeida and Carneiro 2009; Amin 2009; and Kaplan 2009 
for country studies demonstrating the importance of flexible labor 
markets for higher employment rates and, therefore, economic 
performance.

14 See Aghion and Howitt 1992 and Barro and Sala-i-Martín 2003 for 
a technical exposition of technology-based growth theories.

 15 A general purpose technology (GPT), according to Trajtenberg 
(2005), is one that, in any given period, gives a particular 
contribution to an overall economy’s growth thanks to its ability to 
transform the methods of production in a wide array of industries. 
Examples of GPTs have been the invention of the steam engine 
and the electric dynamo.

 16 See Sachs and Warner 1995; Frenkel and Romer 1999; Rodrik 
and Rodriguez 1999; Alesina et al. 2005; and Feyrer 2009. The 
case of the European Union illustrates the importance of the 
market size for competitiveness. Although the reduction of trade 
barriers and the harmonization of standards within the European 
Union have contributed to raising exports within the region, many 
barriers to a true single market, in particular in services, remain in 
place and lead to important border effects. Therefore we continue 
to use the size of the national domestic and foreign market in the 
Index.

 17 This is particularly important in a world in which economic 
borders are not as clearly delineated as political ones. In other 
words, when Belgium sells goods to the Netherlands, the national 
accounts register the transaction as an export (so the Netherlands 
is a foreign market for Belgium), but when California sells the 
same kind of output to Nevada, the national accounts register 
the transaction as domestic (so Nevada is a domestic market for 
California).

 18 See Romer 1990; Grossman and Helpman 1991; and Aghion and 
Howitt 1992.

 19 Probably the most famous theory of stages of development was 
developed by the American historian W. W. Rostow in the 1960s 
(see Rostow 1960). Here we adapt Michael Porter’s theory of 
stages (see Porter 1990). Please see Chapter 1.1 of The Global 
Competitiveness Report 2007–2008 (Sala-i-Martín et al. 2007) for 
a complete description of how we have adapted Michael Porter’s 
theory for the present application.

 20 Some restrictions were imposed on the coefficients estimated. For 
example, the three coefficients for each stage had to add up to 
one, and all the weights had to be non-negative.

 21 In order to capture the resource intensity of the economy, we use 
as a proxy the exports of mineral products as a share of overall 
exports according to the sector classification developed by the 
International Trade Centre in their Trade Performance Index. In 
addition to crude oil and gas, this category also contains all metal 
ores and other minerals as well as petroleum products, liquefied 
gas, coal, and precious stones. The data used cover the years 
2005 through 2009. Further information on these data can be 
found at http://www.intracen.org/menus/countries.htm.

   All countries that export more than 70 percent of mineral 
products are considered to be to some extent factor driven. The 
stage of development for these countries is adjusted downward 
smoothly depending on the exact primary export share. The 
higher the minerals export share, the stronger the adjustment and 
the closer the country will move to stage 1. For example, a country 
that exports 95 percent of mineral exports and that, based on the 
income criteria, would be in stage 3 will be in transition between 
stages 1 and 2. The income and primary exports criteria are 
weighted identically. Stages of development are dictated solely by 
income for countries that export less than 70 percent minerals. 
Countries that export only primary products would automatically 
fall into the factor-driven stage (stage 1).

 22 In practice, this applies to countries where the GDP per capita at 
current market prices has, for the past five years, been above an 
average of that of economies at the technology frontier. Countries 
at the technology frontier are the 10 countries with the highest per 
capita patenting activity according to Patent Cooperation Treaty 
data.

 23 We have retained the geographical classifications used in past 
editions of the Report while changing the groupings in the country/
economy profiles. The groupings in the profiles are based on IMF 
data, and use the IMF classifications.

 24 The four Asian Tigers are Hong Kong SAR, Singapore, the 
Republic of Korea, and Taiwan (China).

 25 The BRICS countries are Brazil, Russia, India, China, and South 
Africa.

 26 Busso et al. 2012.
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27 Qatar ranked 11th in the GCR 2012–2013. The drop in the 
rankings reflects the higher weight put on innovation and 
business sophistication this year, as Qatar is being assessed as 
an innovation-driven economy. See methodology section of this 
chapter for a description of the new criteria introduced.
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Appendix:  
Computation and structure of the Global Competitiveness Index 2013–2014

This appendix presents the structure of the Global 
Competitiveness Index 2013–2014 (GCI). The numbering 
of the variables matches the numbering of the data 
tables. The number preceding the period indicates 
to which pillar the variable belongs (e.g., variable 1.11 
belongs to the 1st pillar and variable 9.04 belongs to the 
9th pillar).

The computation of the GCI is based on successive 
aggregations of scores from the indicator level (i.e., 
the most disaggregated level) all the way up to the 
overall GCI score. Unless noted otherwise, we use an 
arithmetic mean to aggregate individual variables within 
a category. a For the higher aggregation levels, we use 
the percentage shown next to each category. This 
percentage represents the category’s weight within 
its immediate parent category. Reported percentages 
are rounded to the nearest integer, but exact figures 
are used in the calculation of the GCI. For example, 
the score a country achieves in the 9th pillar accounts 
for 17 percent of this country’s score in the efficiency 
enhancers subindex, irrespective of the country’s stage 
of development. Similarly, the score achieved on the 
subpillar transport infrastructure accounts for 50 percent 
of the score of the infrastructure pillar.

Unlike the case for the lower levels of aggregation, 
the weight put on each of the three subindexes (basic 
requirements, efficiency enhancers, and innovation and 
sophistication factors) is not fixed. Instead, it depends 
on each country’s stage of development, as discussed 
in the chapter. b For instance, in the case of Burundi—a 
country in the first stage of development—the score 
in the basic requirements subindex accounts for 60 
percent of its overall GCI score, while it represents just 
20 percent of the overall GCI score of Sweden, a country 
in the third stage of development. For countries in 
transition between stages, the weighting applied to each 
subindex is reported in the corresponding profile at the 
end of this volume. For instance, in the case of Algeria, 
currently in transition from stage 1 to stage 2, the weight 
on each subindex is 59.1 percent, 35.7 percent, and 5.2 
percent, respectively, as reported in the country profile 
on page 102.

Variables that are not derived from the Executive 
Opinion Survey (the Survey) are identified by an asterisk 
(*) in the following pages. The Technical Notes and 

Sources section at the end of the Report provides 
detailed information about these indicators. To make 
the aggregation possible, these variables are converted 
to a 1-to-7 scale in order to align them with the Survey 
results. We apply a min-max transformation, which 
preserves the order of, and the relative distance 
between, country scores. c

Indicators that are followed by the designation 
“1/2” enter the GCI in two different pillars. In order to 
avoid double counting, we assign a half-weight to each 
instance. d

 Weight (%) within  
 immediate parent category

BASIC REQUIREMENTS

1st pillar: Institutions ...............................................25%
A. Public institutions .................................................... 75%

1. Property rights .......................................................................20%
 1.01 Property rights
 1.02 Intellectual property protection ½

2. Ethics and corruption .............................................................20%
 1.03 Diversion of public funds
 1.04 Public trust in politicians
 1.05 Irregular payments and bribes

3. Undue influence.....................................................................20%
 1.06 Judicial independence
 1.07 Favoritism in decisions of government officials

4. Government efficiency ............................................................20%
 1.08 Wastefulness of government spending
 1.09 Burden of government regulation
 1.10 Efficiency of legal framework in settling disputes
 1.11 Efficiency of legal framework in challenging regulations
 1.12 Transparency of government policymaking

5. Security .................................................................................20%
 1.13 Business costs of terrorism
 1.14 Business costs of crime and violence
 1.15 Organized crime
 1.16 Reliability of police services

B. Private institutions ................................................... 25%

1. Corporate ethics ....................................................................50%
 1.17 Ethical behavior of firms

2. Accountability ........................................................................50%
 1.18 Strength of auditing and reporting standards
 1.19 Efficacy of corporate boards
 1.20 Protection of minority shareholders’ interests
 1.21 Strength of investor protection*
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2nd pillar: Infrastructure ..........................................25%
A. Transport infrastructure ........................................... 50%

 2.01 Quality of overall infrastructure
 2.02 Quality of roads
 2.03 Quality of railroad infrastructure e

 2.04 Quality of port infrastructure
 2.05 Quality of air transport infrastructure
 2.06 Available airline seat kilometers*

B. Electricity and telephony infrastructure ................. 50%
 2.07 Quality of electricity supply
 2.08  Mobile telephone subscriptions* ½

 2.09 Fixed telephone lines* ½

3rd pillar: Macroeconomic environment .................25%
 3.01 Government budget balance*
 3.02 Gross national savings*
 3.03 Inflation* f

 3.04 Government debt*
 3.05 Country credit rating*

4th pillar: Health and primary education .................25%
A. Health ....................................................................... 50%

 4.01 Business impact of malaria g

 4.02 Malaria incidence* g

 4.03 Business impact of tuberculosis g

 4.04 Tuberculosis incidence* g

 4.05 Business impact of HIV/AIDS g

 4.06 HIV prevalence* g

 4.07 Infant mortality*
 4.08 Life expectancy*

B. Primary education ................................................... 50%
 4.09 Quality of primary education
 4.10 Primary education enrollment rate*

EFFICIENCY ENHANCERS

5th pillar: Higher education and training .................17%
A. Quantity of education .............................................. 33%

 5.01 Secondary education enrollment rate*
 5.02 Tertiary education enrollment rate*

B. Quality of education ................................................ 33%
 5.03 Quality of the educational system
 5.04 Quality of math and science education
 5.05 Quality of management schools
 5.06 Internet access in schools

C. On-the-job training .................................................. 33%
 5.07 Local availability of specialized research and training 

services
 5.08 Extent of staff training

6th pillar: Goods market efficiency .........................17%
A. Competition .............................................................. 67%

1. 1. Domestic competition ..................................................variable h

 6.01 Intensity of local competition
 6.02 Extent of market dominance
 6.03 Effectiveness of anti-monopoly policy
 6.04 Effect of taxation on incentives to invest
 6.05 Total tax rate*
 6.06 Number of procedures required to start a business* i

 6.07 Time required to start a business* i

 6.08 Agricultural policy costs

2. Foreign competition .........................................................variable h

 6.09 Prevalence of trade barriers
 6.10 Trade tariffs*
 6.11 Prevalence of foreign ownership
 6.12 Business impact of rules on FDI
 6.13 Burden of customs procedures
 6.14 Imports as a percentage of GDP* j

B. Quality of demand conditions ................................. 33%
 6.15 Degree of customer orientation
 6.16 Buyer sophistication

7th pillar: Labor market efficiency ..........................17%
A. Flexibility .................................................................. 50%

 7.01 Cooperation in labor-employer relations
 7.02 Flexibility of wage determination
 7.03 Hiring and firing practices
 7.04 Redundancy costs*
 7.05 Effect of taxation on incentives to work

B. Efficient use of talent ............................................... 50%
 7.06 Pay and productivity
 7.07 Reliance on professional management ½

 7.08 Country capacity to attract talent
 7.09 Country capacity to retain talent
 7.10 Female participation in labor force*

8th pillar: Financial market development ................17%
A. Efficiency .................................................................. 50%

 8.01 Availability of financial services
 8.02 Affordability of financial services
 8.03 Financing through local equity market
 8.04 Ease of access to loans
 8.05 Venture capital availability

B. Trustworthiness and confidence ............................. 50%
 8.06 Soundness of banks
 8.07 Regulation of securities exchanges
 8.08 Legal rights index*

9th pillar: Technological readiness ..........................17%
A. Technological adoption ........................................... 50%

 9.01 Availability of latest technologies
 9.02 Firm-level technology absorption
 9.03 FDI and technology transfer

B. ICT use ..................................................................... 50%
 9.04 Internet users*
 9.05 Broadband Internet subscriptions*
 9.06 Internet bandwidth*
 9.07 Mobile broadband subscriptions*
 2.08 Mobile telephone subscriptions* ½

 2.09 Fixed telephone lines* ½
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10th pillar: Market size ............................................17%
A. Domestic market size .............................................. 75%

 10.01 Domestic market size index* k

B. Foreign market size ................................................. 25%
 10.02 Foreign market size index* l

INNOVATION AND SOPHISTICATION FACTORS

11th pillar: Business sophistication ........................50%
 11.01 Local supplier quantity
 11.02 Local supplier quality
 11.03 State of cluster development
 11.04 Nature of competitive advantage
 11.05 Value chain breadth
 11.06 Control of international distribution
 11.07  Production process sophistication
 11.08 Extent of marketing
 11.09 Willingness to delegate authority
 7.07 Reliance on professional management ½

12th pillar: R&D Innovation ......................................50%
 12.01 Capacity for innovation
 12.02 Quality of scientific research institutions
 12.03 Company spending on R&D
 12.04 University-industry collaboration in R&D
 12.05 Government procurement of advanced technology products
 12.06 Availability of scientists and engineers
 12.07 PCT patent applications*
 1.02 Intellectual property protection ½

NOTES
a Formally, for a category i composed of K indicators, we have:

categoryi
K

�
k=1

indicatork
K

�

b As described in the chapter, the weights are as specified below. 
Refer to Table 2 of the chapter for country classification according 
to stage of development:

Stage of development

Factor-driven  
stage (1)

Transition 
from stage 1 

to stage 2

Efficiency-
driven  

stage (2)

Transition 
from stage 2 

to stage 3

Innovation-
driven  

stage (3)

GDP per capita (US$) thresholds*

<2,000 2,000–2,999 3,000–8,999  9,000–17,000 >17,000

Weight for basic requirements subindex

60% 40–60% 40% 20–40% 20%

Weight for efficiency enhancers subindex

35% 35–50% 50% 50% 50%

Weight for innovation and sophistication factors subindex

5% 5–10% 10% 10–30% 30%

* For economies with a high dependency on mineral resources, GDP per capita is 
not the sole criterion for the determination of the stage of development. See text 
for details. 

c Formally, we have:  

6  x
  country score – sample minimum 

+  1( sample maximum – sample minimum )

  The sample minimum and sample maximum are, respectively, the 
lowest and highest country scores in the sample of economies 
covered by the GCI. In some instances, adjustments were made 
to account for extreme outliers. For those indicators for which a 
higher value indicates a worse outcome (e.g., disease incidence, 
government debt), the transformation formula takes the following 
form, thus ensuring that 1 and 7 still corresponds to the worst and 
best possible outcomes, respectively:

– 6  x
    country score – sample minimum 

+  7
    ( sample maximum – sample minimum )

d For those categories that contain one or several half-weight 
variables, country scores are computed as follows: 

(sum of scores on full-weight variables) �  � (sum of scores on half-weight variables)

 (count of full-weight variables) �  � (count of half-weight variables) 

e “n/appl.” is used for economies where the railroad network totals 
less than 50 kilometers.

f  In order to capture the idea that both high inflation and deflation 
are detrimental, inflation enters the model in a U-shaped manner 
as follows: for values of inflation between 0.5 and 2.9 percent, 
a country receives the highest possible score of 7. Outside this 
range, scores decrease linearly as they move away from these 
values.

g The impact of malaria, tuberculosis, and HIV/AIDS on 
competitiveness depends not only on their respective incidence 
rates but also on how costly they are for business. Therefore, 
in order to estimate the impact of each of the three diseases, 
we combine its incidence rate with the Survey question on its 
perceived cost to businesses. To combine these data we first 
take the ratio of each country’s disease incidence rate relative to 
the highest incidence rate in the whole sample. The inverse of 
this ratio is then multiplied by each country’s score on the related 
Survey question. This product is then normalized to a 1-to-7 
scale. Note that countries with zero reported incidence receive a 
7, regardless of their scores on the related Survey question. In the 
case of malaria, countries receive a 7 if they have been classified 
as non-endemic by the World Health Organization (WHO).

h The competition subpillar is the weighted average of two 
components: domestic competition and foreign competition. In 
both components, the included variables provide an indication 
of the extent to which competition is distorted. The relative 
importance of these distortions depends on the relative size of 
domestic versus foreign competition. This interaction between 
the domestic market and the foreign market is captured by 
the way we determine the weights of the two components. 
Domestic competition is the sum of consumption (C), investment 
(I), government spending (G), and exports (X), while foreign 
competition is equal to imports (M). Thus we assign a weight of 
(C + I + G + X)/(C + I + G + X + M) to domestic competition and a 
weight of M/(C + I + G + X + M) to foreign competition.

i  Variables 6.06 and 6.07 combine to form one single variable.

j  For variable 6.14, imports as a percentage of GDP, we first apply  
a log-transformation and then a min-max transformation.

k The size of the domestic market is constructed by taking the 
natural log of the sum of the gross domestic product valued 
at purchased power parity (PPP) plus the total value (PPP 
estimates) of imports of goods and services, minus the total 
value (PPP estimates) of exports of goods and services. Data 
are then normalized on a 1-to-7 scale. PPP estimates of imports 
and exports are obtained by taking the product of exports as a 
percentage of GDP and GDP valued at PPP. The underlying data 
are reported in the data tables section (see Tables 10.03, 6.14, and 
10.04).

l  The size of the foreign market is estimated as the natural log of 
the total value (PPP estimates) of exports of goods and services, 
normalized on a 1-to-7 scale. PPP estimates of exports are 
obtained by taking the product of exports as a percentage of GDP 
and GDP valued at PPP. The underlying data are reported in the 
data tables.
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