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KOF Index of Globalization 2014:
Switzerland No Longer Among the Top Ten

The current KOF Index of Globalization reflects the economic, social and political dimensions
of globalization in 2011 — a year dominated by the Arab Spring, the nuclear catastrophe in
Fukushima and the Eurozone debt crisis. According to the index, globalization has stalled since
the outbreak of the financial crisis in 2008. The degree of globalization has declined in northern
and southern Africa and in the Near and Middle East while the index has risen slightly in East
Asia. In all other regions, globalization stagnated in 201.

According to the KOF Index of Globalization, Chart1
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Hungary advanced one place to gth rank, one
place higher than Finland which moved up
three places — the biggest jump among the
most globalized countries.

Switzerland, which dropped two places to rank 11, recorded the largest decline among highly glo-
balized countries. Gaining two places, the USA, the world’s biggest economy ranked 32nd. The
fact that the US economy is not particularly open to the rest of the world stands in the way of a
higher ranking. China, the second-biggest economy dropped three places to rank 72.
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Chart 2
The World’s 15 Most Globalized Countries

Chart 3
The World’s 15 Least Globalized Countries
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There was little movement at the bottom end of the Index of Globalization. Somalia is still
the least globalized country in the world, followed by the Solomon Islands, Kiribati, Eritrea
and Laos. In 2011, Libya recorded the largest decline on the index, sliding 27 places to 137 (out
of 191 countries). Algeria and Egypt also dropped around 10 ranks each due, most likely, to the
upheavals caused by the Arab Spring. In 2011, the biggest gains in the overall index were
made by Samoa (+34), Sierra Leone (+27) and Papua New Guinea (+24).

Economic Globalization

The reasons for Switzerland’s decline on the index are to be found in the economic dimension of
globalization which measures, on the one hand, cross-border trade, investment and income
flows in relation to GDP and, on the other, the impact of restrictions on trade and capital move-
ment. In the former dimension, Switzerland, a small open economy, is among the top 20. In the
latter dimension, Switzerland was doing less well in 2011, dropping substantially compared to the
previous year. The average tariff rate according to the WTO rose and respondents of a Global
Competitiveness Report survey reported an increase in tariff and non-tariff import restrictions.
These two factors were mainly responsible for Switzerland’s decline from rank 26 (2010) to rank
37 (2011) in the economic globalization sub-index. However, it should be noted that the index
reflects a country’s relative position. For instance, despite a reduction in trade barriers, a country
may still decline in the sub-index of trade and capital movement restrictions if it reduces its
barriers more slowly than other countries. The front-runner in the 2011 economic globalization
sub-index was Singapore, followed by Ireland and Luxembourg. At the bottom of the league are
Nepal, Ethiopia and Burundi.
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Social Globalization

The KOF Index of Globalization measures the social dimension in three different categories.
The first comprises personal cross-border contacts, for instance telephone calls and letters.
The decline of such contacts in 2011 was predominantly responsible for the drop the North
African countries experienced in the overall index. Tourism flows and the size of the foreign
population are also part of the first category. Secondly, cross-border flows of information are
measured in terms of access to the Internet, TV and foreign press products. Thirdly, cultural
proximity to the global mainstream is assessed according to the number of McDonald’s
restaurants and lkea branches as well as book exports and imports in relation to GDP.

In 2011, Switzerland ranked 4th in terms of the social dimension of the Globalization Index
behind Singapore, Ireland and Austria. Bringing up the rear of the sub-index are Myanmar,
Ethiopia and the Democratic Republic of Congo.

Political Globalization

The political dimension of globalization is measured in the number of foreign embassies, inter-
national organisations which the country has joined, UN peace missions in which the country
was involved and bilateral and multilateral agreements the country has concluded since
1945. In 2011, France was top of the league in this index, followed by Italy and Belgium. At the
bottom of the league are small islands and archipelagos.

While the Arab Spring is reflected in a decline of some North-African countries in the 2014
KOF Index of Globalization, this is not the case for the other two main events of the year 2011 -
the nuclear catastrophe in Fukushima and the Eurozone debt crisis. Japan dropped four places in
the economic globalization sub-index, a surprising development given the increase in its
energy imports. This is due to a rise in non-tariff barriers to trade. All in all, Japan’s economy is
not strongly globalized (rank 125 out of 154 countries included in the sub-index).

The Euro crisis did not affect the extent of globalization in European states. Ireland and Portugal,
two of the hardest-hit countries, are among the top ten in the overall index. Cyprus follows in
13th place and Greece in 23th place (both countries dropped one rank). Spain advanced from
rank 16 (2010) to rank 14 (2011). Although the Euro crisis did not leave any direct traces on the
KOF Index of Globalization, the financial and economic crisis has resulted in a stagnation of the
index since 2008.
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Methodology

The KOF Index of Globalization measures the economic, social and political dimensions of
globalization. It records changes in the globalization of a number of countries over a consid-
erable period of time. The current 2014 KOF Index of Globalization, which involves 23 variables
and consists of an economic, a social and a political component, covers up to 207 countries
over the period 1970 to 2011. The KOF Index measures globalization on a scale from 1to 100.The
values of the underlying variables are divided into percentiles. Extreme peaks are smoothed,
resulting in lower fluctuation over time. The underlying data for the last few years were up-
dated.The new Index is therefore not comparable with the KOF Index of Globalization published a
year ago. Any comparisons with previous years in this text are therefore based on the new
calculation method.

Contacts
Florian Halg * Phone +41(0)44 632 84 61 * haelg@kof.ethz.ch
Prof. Dr. Axel Dreher ¢ dreher@kof.ethz.ch

The following sources provide detailed information regarding the 2014 KOF Index of
Globalization:
- http://globalization.kof.ethz.ch/
- Dreher, Axel (2006), Does Globalization Affect Growth? Evidence from a new Index of Globali-
zation, Applied Economics 38,10:1091-1110.
- Dreher, Axel, Noel Gaston und Pim Martens (2008),
Measuring Globalisation — Gauging its Consequences, New York: Springer.
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KOF Index of Globalization Across Regions
80
70
60

I
50 /“
S
40 B T
/ - 17 -
30 — —
- - -
20 L5
1985 1990 1995 2000 2005 2010

=== KOF Index of Globalization worldwide
—— East Asia & Pacific

= = South Asia

==+ Latin America & Caribbean

Chart 4c
KOF Index of Globalization Across Regions
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Chart 6

The Biggest Changes
(as compared to previous year)
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KOF Index of Globalization According to Income
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Chart 7

The Changes Among Most Globalized Countries
(as compared to previous year)
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