4.4. Competitiveness
of the Greek economy

Athanasios Chymis

Despite the fact that the Greek economy shows some
signs of recovery, the latest reports on global com-
petitiveness indices are not promising. According to
the last edition of the Global Competitiveness Index
(GCl) produced by the World Economic Forum (WEF),
namely, the GCI 2017-18, Greece lost one more place
in the world ranking and it is now 87" among 137 coun-
tries. Last year (2016) it was 86" among 138 countries
and the year before 81t among 140 countries, which
was the best ranking since 2010.

Note that the report published each year refers to data
measured the year before. So, the Global Competitive-
ness Report 2017-18, published on September 2017,
essentially refers to 2016. The same applies to all years
of Table 4.4.1. As one can see from the Table, the pillar
that has considerable improvement is ‘macroeconomic
environment’ (3 pillar) mostly due to the improved gov-
ernment budget balance. However, it is the high levels
of government debt that do not allow ‘macroeconomic

environment’ to rank even higher than 117" The fact
that the first pillar, ‘Institutions,” lost six places is not a
positive development. ‘Institutions’ includes sub-indices
such as ‘efficiency of government spending,’ ‘burden of
government regulation,’ ‘efficiency of legal framework in
settling disputes,” ‘efficiency of legal framework in chal-
lenging regulations,” and ‘transparency of government
policy making.” The ranking of each one of the above is
1324, 130, 133, 114", and 122", respectively, among
137 countries (see Table 4.4.2). ‘Property rights,” anoth-
er important index of the pillar ‘Institutions,” went down
nine ranks to 98" place. ‘Institutions’ is very important
for economic development and it is crucial for Greece to
quickly improve such indices.

It is also not encouraging that Greece ranks 106" re-
garding the sub-index ‘quality of the educational sys-
tem’ which is part of the fifth pillar ‘higher education
and training.” The eighth pillar financial market devel-
opment’ remains very uncompetitive. This is a result of
the crisis which drove most financial institutions (most-
ly banks) to the verge of bankruptcy. It is worth noting
that the sub-index ‘soundness of banks’ ranks 134",
the same as the previous year, 2015.

The GCI contains more than 114 sub-indices distrib-
uted in 12 pillars. The first pillar, ‘Institutions’ has the
most (21 sub-indices) and the tenth pillar, ‘Market size’,

TABLE 4.4.1 Evolution of Greek rankings with respect to the Global Competitiveness Index

2008
Total number of countries 134
Global Competitiveness Index: Greece 67
A) Basic requirements 51
1. Institutions 58
2. Infrastructure 45
3. Macroeconomic environment 106
4. Health and primary education 40
B) Efficiency enhancers 57
5. Higher education and training 38
6. Goods market efficiency 64
7. Labor market efficiency 116
8. Financial market development 67
9. Technological readiness 59
10. Market size 33
C) Innovation and sophistication factors 68
11. Business sophistication 66
12. Innovation 63

Source: Global Competitiveness Index (WEF, several years’ reports).
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2012 2013 2014 2015 2016 2017
144 148 144 140 138 137
96 91 81 81 86 87
98 88 76 74 80 70
111 103 85 81 81 87
43 38 36 34 37 38
144 147 135 132 131 117
41 35 41 41 46 48
69 67 65 62 67 77
43 41 44 43 45 44
108 108 85 89 89 93
133 127 118 116 114 110
132 138 130 131 136 133
43 39 39 36 42 50
46 47 49 52 56 58
85 81 74 77 70 71
85 83 74 74 69 73
87 87 79 77 72 75
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TABLE 4.4.2 Indicative GCI sub-indices that require immediate improvement

No Sub-index

GCI 2017-18 rank*  GCI 2007-08 rank*

1.01 Property rights 98 51
1.03 Diversion of public funds 79 64
1.06 Judicial independence 71 62
1.08 Efficiency of government spending 132 75
1.09 Burden of government regulation 130 116
1.10 Efficiency of legal framework in settling disputes 133

1.11 Efficiency of legal framework in challenging regulations 114 71
1.12  Transparency of government policymaking 122 99
5.03 Quality of the education system 106 82
6.04 Effect of taxation on incentives to invest 137 -
6.05  Total tax rate 111 82
6.12 Business impact of rules on FDI 115 107
7.01 Cooperation in labor-employer relations 97 115
7.02 Flexibility of wage determination 108 126
7.05 Effect of taxation on incentives to work 136 -
7.06 Pay and productivity 98 103
7.07 Reliance on professional management 81 92
7.08 Country capacity to retain talent 121

7.09 Country capacity to attract talent 133 63
8.04 Ease of access to loans 135 58
8.06 Soundness of banks 134 45
9.03 FDI and technology transfer 112 98
12.01  Capacity for innovation 85 89
12.04  University-industry collaboration in R&D 129 90
12.05 Government procurement of advanced technology products 131 103

Source: Global Competitiveness Index (WEF, 2007, 2017 reports).

* Total number of countries: 137 in 2017 and 134 in 2007.

has the least (four). Among all 114, we chose some in-
dicative ones that have two characteristics in common:
a) they are very important for an economy to grow and
b) Greece ranks very low in all of them. These are il-
lustrated in Table 4.4.2. Greece has to take immediate
measures and proceed to the necessary reforms in or-
der to improve these indices as quickly as possible.
The Table also demonstrates the rankings of these
sub-indices of the 2007-08 Report. It is obvious that
Greece did not perform much better during the years
before the crisis. This is one major reason for the depth
and severity of the crisis.

It becomes clear that if Greece is to overcome the cri-
sis and enter a path of rigorous growth, it has to go
through a series of reforms that will positively affect
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most of the above sub-indices. Otherwise, Greece
risks having sluggish and unsustainable growth, the
type of growth that took place during the decades be-
fore the crisis and, ultimately, led to the crisis.

Table 4.4.3 compares Greece with the four other coun-
tries (Cyprus, Ireland, Portugal and Spain) who also had
an economic crisis and received financial support like
Greece. The comparison is based on the Doing Busi-
ness Index of the World Bank and covers a period of ten
years. Similarly to the GClI, the data used for the prepa-
ration of the index are of the previous year. Specifically,
the last Doing Business (titled ‘Doing Business 2018’),
published on October 2017, measures the ease of doing
business in 2016. The Index is calculated for 190 econo-
mies and contains ten categories, each of which has 3-8
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TABLE 4.4.3 Comparable ranking of Greece based on the Doing Business Index for the period

2008-2018

Countries/year 2008 2009 2010 2011
No of Countries 178 181 183 183
Greece 100 96 100 109
Cyprus - - 40 37
Portugal 37 48 48 31
Spain 38 49 62 49
Ireland 8 7 7 9

Source: Doing Business (2007-2017 reports), World Bank.

TABLE 4.4.4 Comparable ranking of Greece based on the World Competitiveness Yearbook

for the period 2012-2017

Countries/year 2012 2013
Greece 58 54
Portugal 41 46
Cyprus* - -
Spain 39 45
Ireland 20 17

Source: World Competitiveness Yearbook (2012-2017) IMD.
* Cyprus was first included in 2017.

sub-indices. Greece is mostly weak with respect to ‘reg-
istering property’ (145") as well as ‘enforcing contracts’
(131¢). One of the worst Greece’s performances is with
respect to the time to resolve a commercial dispute (ju-
dicial process), which is 1,580 days (almost 4 years and
4 months), whereas the OECD average is less than 600
days and the average for the best performers in the Eu-
ropean Union is less than 400 days.

Finally, Table 4.4.4 also compares Greece with the
same four countries based on the World Competitive-
ness Yearbook published by the IMD, which includes
63 countries. It is obvious that Greece lags behind all
four countries who also had a severe economic crisis.
Greece lags behind (in most cases) all 27 EU mem-

62

2012 2013 2014 2015 2016 2017 2018
183 185 189 189 189 190 190
100 78 72 61 60 61 67

40 36 39 64 47 45 53
30 30 31 25 23 25 29
44 44 52 33 33 32 28
10 15 15 13 17 18 17
2014 2015 2016 2017

57 50 56 57

43 36 39 39

- - - 37

39 37 34 34

15 16 7 6

ber-states. It is not a surprise why Greece had such a
deeper and longer crisis relatively to its other four coun-
terparts.
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