. Economic overview

Competitiveness of economies

Competitiveness generally refers to a congenial economic environment, institutions, policies
and factors that determine the level of productivity, and thereby economic growth. It also
plays a significant role in determining a country’s economic and business prospects. The
productivity level is an indicator of the rate of returns on investment and also provides clues
to the economy’s growth potential. The following table provides competitiveness ranks of
the selected countries as assessed by the World Economic Forum’s lobal Competitiveness
Index (GCI), 2009-2010. The GCI captures the microeconomic ar .ua.. onomic founda-
tion of national competitiveness in terms of 12 factors:

1. Institutions 7. L ~urma . efficier y

2. Infrastructure 8. Financi. ~arket sophistication

3. Macroeconomic stability ¢ Tech.. -~gical.cadiness

4. Health and primary education . Market si

5. Higher education and training 11. Bu. ~ss sophistication

6. Goods market efficiency 12.  -~ovatio..
f e petitive¥@s Index, 20092010 ranks and 2008-2009

4 ¢ compa (sorted by 2009-2010 rank)
’ ¥ | !“‘ Ra ™M GO, Rank in GCI, (_:hange
" 200--2010 2008-2009 in rank

Switzerland 1 2 A
United States 2 1 N4
Singapore 3 5 A
Sweden 4 4 <>
Denmark 5 3 \4
Finland 6 6 <>
Germany 7 7 L5
Japan 8 9 A
Canada 9 10 A
Netherlands 10 8 N4
Hong Kong 1 11 <>
Taiwan 12 17 A
United Kingdom 13 12 \4
Norway 14 15 A
Australia 15 18 '
France 16 16 <>
Belgium 18 19 A
South Korea 19 13 \4
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P comparisons (sorted by 2009-2010 rank), continued
5 Rank in GClI, Rank in GCI, Change
v 2009-2010 2008-2009 in rank
United Arab Emirates 23 31 A
Malaysia 24 21 N4
China 29 e A
Czech Republic 31 33 A
Spain 33 2 A\ 4
Thailand 36 4 N4
Portugal 43 45 <>
Poland 46 53 A
Italy 48 - A
India 49 50 A
Indonesia 54 55 A
Brazil tq 64 A
Mexico 6L 60 <
Philippines 87 71 A\ 4
Venezuela 113 105 N4
Source: World Economic Forum’s Global ¢ - =titiveness In.  “eport, 2009-2010

Notes: The 2008-2009 rank is out of 134 count.. ~ “ne country covered last year, Moldova, had to be excluded this year
due to lack of survey data.

/\ Rank increased " Rank@ . ~d <> Rank did not change

Of the 133 __sthatwe. rank I the European markets again dominate the list of
top ten co- petitive conntries e world, with Switzerland appearing first. The United
States fe' byoners .. ~ond place in 2009-2010 compared 2008-2009, due to the
recent fi. ncial . macrc :onomic crisis. Singapore, the most open economy with
regard to ..  _.anks thirr with regard to competitiveness. The Philippines saw the most
significant change in rar .ag, dropping 16 positions from the prior year (from 71 to 87).

Tax burden

A high tax burden on a business is a major disincentive for investments. A complex,
multi-layered tax system increases tax costs and the tax compliance burden for busi-
ness enterprises and (all else being equal) discourages investment decisions. In fact,
research indicates that a 1% increase in effective corporate tax rates reduces the like-
lihood of establishing a subsidiary in an economy by almost 3%. So the level of tax
burden is also an important factor in determining investments in a country. This section
provides information on the federal tax burden borne by a domestic small to medium-
sized industry in the country measured in terms of total tax rate. Data is drawn from
the World Bank’s Paying Tax Report of 2010.
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The total tax rate is a measure of the impact of taxes and contributions on a company’s
income statements. It includes corporate income tax, social contributions and labour

taxes paid by the employer, property taxes, property transfer taxes, dividend tax, capital
gains tax, financial transactions tax, waste collection taxes, and vehicle and road taxes.

Total tax rate (TTR) as a percentage of profits, 2009

AU 48 cz 47 HK 24 Iv. 34 . 43 SE 55 GB 36
BE 57 DK 29 IN 65 MX PT o CH 30 uUs 46
BR 69 FI 48 ID NL 39 SG 28 TW 40 VE 61
CA 44 FR 66 IT 68 ‘Q 42 KR 32 TH 37
CN 64 DE 45 - 56 [ 49 ES 57 AE 14

Source: The World Bank’s Paying T ‘ator of Do, <iness Index, 2010

Note:  See page 2 in the Meth ologys .c - co’ 1try codes.

The data shr aat comp: ‘esir ll countries except for Denmark, Hong Kong, Singa-
pore and t* : UAE have a tot. cate amounting to more than 30% of their corporate
profits. A 1 compa- - "2 of the 33 countries considered for analysis have to pay
more th: 48%/ .obala rage total tax rate) of their profits as tax. Brazil places the
highest ta. .en on cor sanies compared to other countries.
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