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TERMS OF USE AND DISCLAIMER

The Global Competitiveness Report 2016-2017 (herein: “Report”)
presents information and data that were compiled and/or collected
by the World Economic Forum (all information and data referred
herein as “Data”). Data in this Report is subject to change without
notice.

The terms country and nation as used in this Report do not in

all cases refer to a territorial entity that is a state as understood

by international law and practice. The terms cover well-defined,
geographically self-contained economic areas that may not be states
but for which statistical data are maintained on a separate and
independent basis.

Although the World Economic Forum takes every reasonable step

to ensure that the Data thus compiled and/or collected is accurately
reflected in this Report, the World Economic Forum, its agents,
officers, and employees: (i) provide the Data “as is, as available” and
without warranty of any kind, either express or implied, including,
without limitation, warranties of merchantability, fitness for a particular
purpose and non-infringement; (i) make no representations, express
or implied, as to the accuracy of the Data contained in this Report
or its suitability for any particular purpose; (i) accept no liability for
any use of the said Data or reliance placed on it, in particular, for any
interpretation, decisions, or actions based on the Data in this Report.

Other parties may have ownership interests in some of the Data
contained in this Report. The World Economic Forum in no way
represents or warrants that it owns or controls all rights in all Data,
and the World Economic Forum will not be liable to users for any
claims brought against users by third parties in connection with their
use of any Data.

The World Economic Forum, its agents, officers, and employees
do not endorse or in any respect warrant any third-party products
or services by virtue of any Data, material, or content referred to or
included in this Report.

Users shall not infringe upon the integrity of the Data and in particular
shall refrain from any act of alteration of the Data that intentionally
affects its nature or accuracy. If the Data is materially transformed by
the user, this must be stated explicitly along with the required source
citation.

For Data compiled by parties other than the World Economic Forum,
as specified in the “Technical Notes and Sources” section of this
Report, users must refer to these parties’ terms of use, in particular
concerning the attribution, distribution, and reproduction of the Data.

When Data for which the World Economic Forum is the source
(herein “World Economic Forum”), as specified in the “Technical
Notes and Sources” section of this Report, is distributed or
reproduced, it must appear accurately and be attributed to the World
Economic Forum. This source attribution requirement is attached to
any use of Data, whether obtained directly from the World Economic
Forum or from a user.

Users who make World Economic Forum Data available to other
users through any type of distribution or download environment agree
to make reasonable efforts to communicate and promote compliance
by their end users with these terms.

Users who intend to sell World Economic Forum Data as part of a
database or as a standalone product must first obtain the permission
from the World Economic Forum (gcp@weforum.org).
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The Global Competitiveness Report 2016-2017 is being
launched at a time of rising income inequality, mounting
social and political tensions, and a general feeling of
uncertainty about the future. Growth remains persistently
low: commodity prices have fallen, as has trade; external
imbalances are increasing; and government finances

are stressed. However, it also comes during one of

the most prosperous and peaceful times in recorded
history, with less disease, poverty, and violent conflict
than ever before. Against this backdrop of seeming
contradictions, the Fourth Industrial Revolution brings
both unprecedented opportunity and an accelerated
speed of change.

Creating the conditions necessary to reignite growth
could not be more urgent. The Report this year is the
latest edition of the Forum’s longstanding cross-country
benchmarking analysis of the factors and institutions that
determine long-term growth and prosperity. Incentivizing
innovation is especially important for finding new growth
engines, but laying the foundations for long-term,
sustainable growth requires working on all factors and
institutions identified in the Global Competitiveness
Index. Leveraging the opportunities of the Fourth
Industrial Revolution will require not only businesses
willing and able to innovate, but also sound institutions,
both public and private; basic infrastructure, health, and
education; macroeconomic stability; and well-functioning
labor, financial, and human capital markets.

Although there is broad consensus on the
importance of the factors currently measured in the
Index, we are undertaking a review process that seeks to
understand the impact of the Fourth Industrial Revolution
on measures of productivity and the drivers of growth.

In the second chapter of this Report, we present our
thinking regarding the potential future structure of the
Index, building on consultations with experts on each
pillar under the thought leadership of our main academic
advisor, Professor Xavier Sala-i-Martin. It explores

new ways of assessing innovation, human capital, and
competitiveness at different stages of development, as
well as our latest thinking on how our benchmarking
tools can be used for policy prioritization.

We face a large challenge—how to build a more
prosperous and inclusive world for all. As a flagship effort
of the Forum’s System Initiative on Economic Growth
and Social Inclusion, The Global Competitiveness
Report serves as a tool for public-private collaboration
on long-term competitiveness agendas contributing to
this objective.

As well as the thought leadership of Professor
Sala-i-Martin, The Global Competitiveness Report
2016-2017 has benefited from the dedication and
collaboration of 160 Partner Institutes worldwide.

We would like to convey our appreciation to all the
business executives who respond to our Executive
Opinion Survey, one of the unique components of

the Index. Appreciation also goes to Professor Klaus
Schwab, Executive Chairman, who developed the
original concept back in 1979; Jennifer Blanke, Chief
Economist; Margareta Drzeniek Hanouz, Head of Global
Competitiveness and Risks; and team members Silja
Baller, Attilio Di Battista, Ciara Browne, Roberto Crotti,
Caroline Galvan, Thierry Geiger, Daniel Gomez Gaviria,
Gaélle Marti, and Stéphanie Verin.
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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 110 7.

2 2015-2016 rank out of 140 economies.

3 Evolution in percentile rank since 2007.
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CHAPTER 1.1

Competitiveness
Agendas to Reignite
Growth: Findings

from the Global
Competitiveness Index

XAVIER SALA-I-MARTIN
Columbia University

SILJA BALLER

ROBERTO CROTTI

ATTILIO DI BATTISTA
MARGARETA DRZENIEK HANOUZ
THIERRY GEIGER

DANIEL GOMEZ GAVIRIA

GAELLE MARTI

World Economic Forum

The Global Competitiveness Report 2016-2017 comes
out in the context of persistent slow growth and a near-
term outlook that is fraught with renewed uncertainty
fueled by continued geopolitical turmoail, financial market
fragility, and sustained high debt levels in emerging
markets. Despite unorthodox monetary policy, global
GDP growth has fallen from levels of 4.4 percent in
2010 to 2.5 percent in 2015. This fall in growth reflects
not only the productivity slowdown documented in last
year’'s Report, which has continued during 2016, but
also what now seems like a long-term downward trend in
investment rates.!

Future growth prospects are constrained by longer-
term trends. Many economies around the world struggle
with the double challenges of slowing productivity
growth and rising income inequality, often exacerbated
by rapidly aging societies. Stagnating and unequally
distributed income growth in turn has opened the door
to more inward-looking policies, mounting protectionist
pressures, and a general questioning of the premises
underlying globalization in many economies—most visibly
embodied in the recent Brexit vote. At the same time,
in emerging markets, the end of the commodity super-
cycle has led to an abrupt economic slowdown that
has exposed the slow pace or lack of competitiveness-
enhancing reforms in recent years, which could increase
polarization and threaten social cohesion.

On the bright side, tremendous promise for higher
economic growth and societal progress dawns with the
Fourth Industrial Revolution.? Based on digital platforms,
the Fourth Industrial Revolution is characterized by a
convergence of technologies that is blurring the lines
between the physical, digital, and biological spheres
(Box 1). Breakthroughs in technologies such as artificial
intelligence, biotechnology, robotics, the Internet of
Things, and 3D printing, to name a few, will provide new
avenues for growth and development in the future but
could also give rise to significant social challenges.

The political and ideological constraints placed
on fiscal policy in the wake of the financial crisis left
monetary policy as the only option for governments in
advanced economies to try to avert secular stagnation.®
Although this may have been successful in stabilizing
growth in the short term, ensuring a higher future
growth path will necessitate continued competitiveness-
enhancing supply-side reforms and investment to
strengthen productive sectors. And as the Fourth
Industrial Revolution is gathering speed, it will be
increasingly important to support the emergence of new
sectors of economic activity through competitiveness
reforms that foster innovation. Yet, as the Global

The authors would like to thank Miso Lee for research support for this
Report.
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1.1: Findings from the Global Competitiveness Index

Box 1: The Fourth Industrial Revolution

We are at the beginning of a global transformation that is
characterized by the convergence of digital, physical, and
biological technologies in ways that are changing both
the world around us and our very idea of what it means to
be human. The changes are historic in terms of their size,
speed, and scope.

This transformation—the Fourth Industrial
Revolution—is not defined by any particular set of
emerging technologies themselves, but rather by the
transition to new systems that are being built on the
infrastructure of the digital revolution. As these individual
technologies become ubiquitous, they will fundamentally
alter the way we produce, consume, communicate, move,
generate energy, and interact with one another.

And given the new powers in genetic engineering
and neurotechnologies, they may directly impact who we
are and how we think and behave. The fundamental and
global nature of this revolution also poses new threats
related to the disruptions it may cause—affecting labor
markets and the future of work, income inequality, and
geopolitical security as well as social value systems and
ethical frameworks.

Adapted from Klaus Schwab, The Fourth Industrial Revolution, 2016.

Competitiveness Index (GCI) shows, to date, progress in
building an enabling environment for innovation remains
the advantage of only a few economies. Last but not
least, future growth will also depend on the ability of
economies to safeguard the benefits of openness to
trade and investment that has led to record reductions in
poverty rates in recent decades.*

Against this background, this Report serves as a
critical reminder of the importance of competitiveness in
solving both our international macroeconomic challenges
and laying the ground for future prosperity.

Recovering growth in the context of the Fourth
Industrial Revolution will require the recognition
that policymakers 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
(see Box 2 for two examples of how the Report is being
used).

In the next section of this chapter we present the
methodology and framework underpinning the GCI. It is
followed by an overview of the results, where we develop
the key findings. The chapter continues by exploring
regional highlights, showing great differences within
regions and their main competitiveness gaps, trends,
and challenges. Highlights for selected economies in the
top 10 of the rankings, G20 economies, and countries
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selected for World Economic Regional Summits in 2017
follow.

The second chapter presents the framework of
the modernized Global Competitiveness Index and
some preliminary results, building on work presented
in The Global Competitiveness Report 2015-2016. It
highlights new indicators, new concepts of innovation,
new approaches to measuring human capital, and a
new approach to policy prioritization. The third chapter
describes the Executive Opinion Survey, an invaluable
and unique source of current data from which we
derive a large number of indicators used in the GCI.
The Country/Economy Profiles section at the end of the
Report presents the detailed GCI results by economy
and is a useful complement to the present chapter.®

METHODOLOGY

We define competitiveness as the set of institutions,
policies, and factors that determine the level of
productivity of an economy, which in turn sets the level
of prosperity that the country can achieve.

Since 2005, building on Klaus Schwab'’s original
idea of 1979, the World Economic Forum has published
the Global Competitiveness Index (GCI) developed by
Xavier Sala-i-Martin in collaboration with the Forum.
The GCI combines 114 indicators that capture concepts
that matter for productivity and long-term prosperity
(described in greater detail in Appendix A).

These indicators are grouped into 12 pillars
(Figure 1): institutions, infrastructure, macroeconomic
environment, health and primary education, higher
education and training, goods market efficiency,
labor market efficiency, financial market development,
technological readiness, market size, business
sophistication, and innovation. These pillars are in turn
organized into three subindexes: basic requirements,
efficiency enhancers, and innovation and sophistication
factors. The three subindexes are given different weights
in the calculation of the overall Index, depending on
each economy’s stage of development, as proxied by
its GDP per capita and the share of exports represented
by raw materials. Appendix A presents a description
of each pillar, a classification of economies by stage
of development, the detailed structure of the GCI, and
a description of the various steps of its computation,
including normalization and aggregation.®

The GCl includes statistical data from internationally
recognized organizations, notably the International
Monetary Fund (IMF); the World Bank; and various
United Nations’ specialized agencies, including the
International Telecommunication Union, UNESCO, and
the World Health Organization. The Index also includes
indicators derived from the World Economic Forum’s
Executive Opinion Survey that reflect qualitative aspects
of competitiveness, or for which comprehensive and
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Figure 1: The Global Competitiveness Index framework
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See Appendix A for the detailed structure of the GCI.

comparable statistical data are not available for a
sufficiently large number of economies (see Chapter 1.3).
The Report this year covers 138 economies
included based on data availability. Some have been
reinstated in the 2016 edition of the Survey after one
or more years of exclusion. These are Barbados and
Yemen (last included in 2014) and Brunei Darussalam
(last included in 2013). For the first time ever, the Survey
was administered in the Democratic Republic of Congo.
However, it was not completed to minim