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North America

Despite efforts to reignite growth through non-orthodox monetary policy,
growth prospects continue to be revised downwards as productivity stalls. A
jobs revival requires more than counter-cyclical monetary policy. A reinvigorated
competitiveness agenda needs to address issues related to all competitiveness
pillars, including infrastructure and institutions, and catching up on innovation
and business sophistication.

UNITED STATES

o

v - '
~
. - B

AAAAAAA

CCCCC

D
AAAAAA
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Latin America and the Caribbean

Chile, Panama and Costa Rica continue to lead in a region of great disparities.
After almost a decade of strong growth since the global financial crisis, growth
rates in the region have fallen. The end of the commodity super-cycle resulted
in a drop in export values for major commodity-exporting countries, including
Brazil, Venezuela, Colombia, Ecuador and Argentina. The subsequent fall in
global trade has also hit demand for manufacturing exports, further reducing
the value of exports across most of the region.
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Europe

Switzerland tops the ranking for the eighth consecutive year and is followed

by many European countries: Netherlands (4th), Germany (5th), Sweden

(6th), United Kingdom (7th), Finland (10th), Norway (11th) and Denmark (12th).
Although the region — which includes the EU-28, Iceland, Norway, Switzerland,
Balkans and Turkey — is pushing frontiers in almost all areas, performance

is not homogenous and we see a significant gap between the innovation
assessment for Northern and Western European countries compared with
Central, Eastern and Southern European ones. To maintain current levels of
prosperity, accelerating innovation efforts is essential and Europe would do well
to focus its resources on nurturing its talent.
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Middle East and North Africa

The drop in energy prices has heightened the urgency of advancing
competitiveness agendas in the MENA region, making diversification an
urgent priority for oil-exporting countries. Oil importers, which are on average
less competitive, need to continue to advance on competitiveness agendas
amid security concerns. Several economies in the region — United Arab
Emirates, Qatar, Saudi Arabia and Israel — are ranked among the top 30 global
economies.
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Furasia

Commodity prices, volatile exchange rates and recessions in key countries
have affected competitiveness, reducing government budgets, shrinking

their market size and putting financial systems under stress. In this context,
the largest economy in the region, Russian Federation (43th) remains stable,
while Georgia (59th), the least dependent on mineral resources, is the most
improved, gaining seven places. Strengthening micro-economic fundamentals
should be complemented by improvements in institutional quality,
infrastructure, skills and innovation to build the foundations for more diversified
and competitive economies.

RUSSIAN FEDERATION
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Sub-Saharan Africa

A slowdown in emerging countries” growth and low commodity prices have
decelerated African development. Mauritius (45th) and South Africa (47th),

the most competitive economies in the region, remain substantially stable,
while Ghana (114th) is the most improved, climbing five places. Despite recent
improvements, productivity is still low. Looking ahead, commodity-price related
shrinking of public budgets may slow down investment in infrastructure,
technological readiness and human capital, areas that are sub-Saharan Africa’s
main priorities to reap the demographic dividend.
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South Asia

South Asia continues its upward trend as competitiveness improves in most
countries in the region. India is the best performer, climbing to 39th from

55th last year. Over the past decade, the subcontinent has focused on
improving overall health and primary education levels and upgrading available
infrastructure, areas of particular importance given the resource-driven nature
of its economy. However, the latter remains the second weakest spot in the
region, just after technological readiness.
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East Asia and Pacific

Competitiveness trends have been overwhelmingly positive in the past decade:
13 of the region’s 15 economies covered since 2007 have achieved a higher
score, with Cambodia, China and the Philippines posting the largest gains.
However, many challenges remain. The region’s advanced economies need

to further develop their innovation ecosystems. And developing countries, all

of which have achieved middle-income status, must improve on the more
complex areas of competitiveness, including digital infrastructure and business
sophistication, to sustain growth and avoid the middle-income trap.
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South Asia

Sub-Saharan Africa
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About the Global
v: Competitiveness Index
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Competitiveness is defined as the set of institutions, policies and factors that
determine a country’s level of productivity. The level of productivity, in turn,
sets the level of prosperity that can be reached by an economy.

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

grouped into 12 categories.

To produce 77%e Global Comperiiiveness Revort, as well as other
regional and industry benchmarking reports, the World Economic
Forum relies on a large set of data sourced from international organiza-
tions such as the World Bank, the United Nations and the International

The Survey captures invaluable information on a broad range of eco-
nomic and social factors, for which data sources are non-existent,
too scarce, unreliable, or outdated. In 2016, the Survey captured the
opinions of over 14,000 business executives.

Monetary Fund, and from its own annual Executive Opinion Survey.

The GCI Framework: The 12 Pillars of Competitiveness

‘ Infrastructure

Quality and availability of transport, electricity
and communication infrastructures

E@J Institutions

Concepts related to protection of property rights,
efficiency and transparency of public administration,
independence of the judiciary, physical security,
business ethics and corporate governance

® Transport infrastructure
® Electricity & telephony infrastructure

@ Public institutions
@ Private institutions

\\‘lf/ .
22%3%  Innovation ‘

ASIC REQ
L B e,
Capacity for, and commitment 75
to technological innovation
S
VS
(o)}
. T EE
&aff Business sophistication é‘ 2
zZ 0O
............................................................... ;%

Efficiency and sophistication of
business processes in the country

A5 .
¥ Market size

Size of the domestic and export markets ~ .
® Domestic market size
Foreign market size

‘\ﬁg% Technological readiness @ Financial market development

Efficiency, stability and trustworthiness of
the financial and banking system

Adoption of the technologies by
individuals and businesses.

@ Efficiency
Trustworthiness and confidence

® Technological adoption
ICT use

Fiscal and monetary indicators, savings rate and
sovereign debt rating

‘ Health & primary education

State of public health, quality and quantity of
basic education

@ Health
® Primary education

< Higher education & training

Quality and quantity of higher education, and
quality and availability of on-the-job training

@ Quantity of education
@ Quiality of education
® On-the-job training

& Goods market efficiency

Factors that drive the intensity of domestic and
foreign competition, and demand conditions

® Competition
Quality of demand conditions

ﬁ Labour market efficiency

Labour market efficiency and flexibility, meri-
tocracy and gender parity in the workplace

@ Flexibility
Efficient use of talent

HOME




2015-2016

 Rankings

L A

Economy Score' Prev.? Trend?®

East Asia and . Latin America Middle East and ) ) Sub-Saharan
the Pacific ‘ SR . Sieiets and the Caribbean North Africa ‘ N AMEER ‘ Souif i . Africa

Note: The Global Competitiveness Index captures the determinants of long-term growth. Recent developments (such as Brexit, commodity price changes, and
market volatility) are reflected only in-so-far as they have an impact on data measuring these determinants. The Index should be interpreted in this context.

1 Scale ranges from 1 to 7.

2 2015-2016 rank out of 140 economies.

3 Evolution in percentile rank since 2007.
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Note: The Global Competitiveness Index captures the determinants of long-term growth. Recent developments (such as Brexit, commodity price changes, and
market volatility) are reflected only in-so-far as they have an impact on data measuring these determinants. The Index should be interpreted in this context.

1 Scale ranges from 1 to 7.
2 2015-2016 rank out of 140 economies.
3 Evolution in percentile rank since 2007.
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‘ Europe

Latin America
and the Caribbean

Middle East and
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Sub-Saharan
. Africa

Note: The Global Competitiveness Index captures the determinants of long-term growth. Recent developments (such as Brexit, commodity price changes, and
market volatility) are reflected only in-so-far as they have an impact on data measuring these determinants. The Index should be interpreted in this context.

1 Scale ranges from 1 to 7.
2 2015-2016 rank out of 140 economies.
3 Evolution in percentile rank since 2007.
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Note: The Global Competitiveness Index captures the determinants of long-term growth. Recent developments (such as Brexit, commodity price changes, and
market volatility) are reflected only in-so-far as they have an impact on data measuring these determinants. The Index should be interpreted in this context.

1 Scale ranges from 1 to 7.

2 2015-2016 rank out of 140 economies.
3 Evolution in percentile rank since 2007.
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Agenda to

/' Reignite Growth

L A

Despite policy efforts glolbal economic growth remains
low and continues to be revised downwards.
Supply-side constraints to productivity and growth call
for renewed competitiveness agendas. The Global
Competitiveness Report 2016-2017 calls for embracing
openness, technology and innovation.

The Global Competitiveness Report 2016-2017 comes out

IN a context of persistent slow growth despite unorthodox
monetary policy and a near term outlook that is fraught with
renewed uncertainty fuelled by continued geopolitical turmaill,
financial market turbulences and sustained high delt levels in
emerging markets. On the bright side, tremendous promise for
higher economic growth and societal progress dawns with the
Fourth Industrial Revolution (4IR).

As societies learn to fully leverage the benetfits of new
technologies and business models linked with widespread
digitalization and convergence, disruptions to current markets
can lead to unevenly distributed income and prosperity, which
If unaddressed through comprehensive competitiveness
agendas can give rise to protectionism, polarization of societies
and a retreat of globalization.

Monetary Stimulus is Not Enough

Since the financial crisis of 2007-2008, central banks and
governments have used monetary to jumpstart growth.
However, success has been limited: near-zero interest rates
have left little further scope for traditional monetary policy, and
there have been mixed results from quantitative easing.
Countries with lower competitiveness scores have seen their



central banks beef up their balance sheets more than their
more competitive counterparts, and yet more competitive
economies have recovered faster from the financial crisis. This
suggests that many of the constraints to growth are to be
found on the supply side. In economies that do not possess
strong underlying competitiveness, efforts to reignite growth
through monetary policy are bound to be less effective.
Improving the conditions for businesses to flourish and
iIncrease their productivity is the main policy challenge for
industrialized and emerging countries alike.

GDP growth in higher and lower GCI performers

GDP growth

2007 2008 2009 2010

e Higher GCI performer —

Note: sample includes countries for which central bank balance sheet data is available.
Higher GCI countries (GCI>4.6)
Lower GCI countries (GCl<4.6)

Source: GCIl 2016-2017 and IMF; International Financial statistics, Central Bank Gross Asset total
LCU 2015.

At the dawn of the Fourth Industrial Revolution era,
Technology and Innovation are Increasingly Driving
Development

Finding new engines for growth not only requires traditional
enabling horizontal conditions. Innovation and business
sophistication, the process of creating new products and
services and finding new ways to produce things, has become
iIncreasingly important as the Fourth Industrial Revolution
brings a new wave of technological convergence and
digitalization.



Innovation and business sophistication are playing a larger role
In determining productivity and income levels in general and

INn developing countries and commodity-exporting countries in
particular. Over the last few years GDP per capita has become
more closely correlated with the technology and innovation
components of the GCI in comparison with the infrastructure
and markets components.

Infrastructure and well-functioning markets remain the
bedrock of development. However, the current decade is
witnessing a shift in which technology and innovation are
emerging as a more powerful driver of development. The
pro-competitiveness effects of innovation will be amplified
by strong competitiveness fundamentals that will require
comprehensive public-private competitiveness agendas.

Correlation between openness to foreign
competition and innovation

Innovation

/
6
)
4
3
2
1
0

Openness to foreign competition

Source: GC| 2016-2017

Declining openness is endangering future growth and
prosperity

The insufficiency of traditional monetary policy to reignite
growth, and the need to generate conditions that allow

for more diversification through innovation, call for a more
integrated global economy in which firms can source the best
intermediate inputs available globally, and access large foreign
markets. An open, trading world generates the incentives



to iInnovate and invest in new technologies as firms face
competition from imports and benefit from larger markets
abroad.

There is a strong link between openness and innovation;
however, this virtuous circle is under threat from declining
openness over the past decade, which has lbeen most
pronounced in high-income economies. This sends a clear
warning that the benefits of openness and prosperity are at
risk.

A tool for policymakers

Recovering growth in the context of the Fourth Industrial
Revolution will require the recognition that we need a shared
assessment and understanding of the future sources of
competitiveness. By reducing complexity and providing a tool
to identify strengths and weaknesses and track progress, the
Report serves as a means to inform this conversation and to
support policymakers, businesses, and civil society in their
development of a shared long-term vision.

Beyond the vision, enhancing competitiveness is a complex
and often protracted process that demands difficult trade-
offs, careful considerations for prioritizing policy actions, and
room for calibrations as conditions change. Steering a course
towards higher competitiveness requires close attention and
commitment by all stakeholders along the way. In this process,
the Report serves as a guide and monitoring tool.
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Analysis published under the System Initiative on Economic
Growth and Social Inclusion measures the drivers of social and
economic development through a set of proprietary global indexes.
These benchmarking frameworks offer policy-makers and other
stakeholders a practical basis on which to identify and prioritize
opportunities for advancing competitiveness, inclusive growth anad
sustainable development.

o Inclusive Growth and Development
— Report

The Inclusive Growth
and Development Report
2015

Around the world, no bigger policy challenge
preoccupies leaders than expanding social
participation in the process and benefits of
economic growth. The report, which covers

INSEAD

The Global Information
Technology Report 2016

over a hundred economies, seeks to improve
our understanding of how countries can use

a diverse spectrum of policy incentives and
institutional mechanisms to make economic
growth more socially inclusive without
dampening incentives to work, save and invest.
The next edition is scheduled for early 2017.

The Global Information Technology
Report

Launched in 2001, The Global Information
Technology Report series features the Network
Readiness Index, an annual assessment of the
factors, policies and institutions that enable a
country to fully leverage information and commu-
nication technologies (ICTs) for increased com-
petitiveness and well-being. Under the theme,
Innovation in the Digital Economy, the 2016 edi-
tion evaluates 139 economies and highlights the
ways in which the digital revolution is changing
both the nature of innovation and the rising pres-
sure for firms to innovate continuously.



The Global Enabling
Trade Report 2014

Global Enabling Trade Report

Forthcoming in fall 2016, this report assesses the
quality of policies, infrastructure and services facil-
itating the free flow of goods over borders and to
their destinations. It explores new initiatives and ef-
forts in measuring trade facilitation at a global and
local level. It informs policy dialogue and provides
a tool to monitor progress on several aspects of
global trade.
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The Africa Competitiveness Report

The Africa Competitiveness Report highlights
areas that require policy action and investment
to ensure Africa’s sustained growth. The Report,
which is the result of a long-standing collaboration,
leverages the knowledge and expertise of the
African Development Bank, the Organisation

for Economic Co-operation and Development
(OECD), the World Bank Group, and the World
Economic Forum to present a joint vision to
inform policies that can help Africa transform its
economies.

Visit www.weforum.org/acr.



http://www.weforum.org/acr
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