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Executive Summary
Various national and international studies have been identified that rank Melbourne and Australia differently. This is can be explained by the different survey methodologies, procedures and techniques to collect, store, analyse and present information. When comparing results from different studies, its imperative the methodology used to define the result is considered.
Melbourne performed best according to the following surveys: 

· Economist Intelligence Unit – Quality of Life Ranking, 2007 (2nd out of 128 cities);
· Mercer - Worldwide Quality of Living Survey, 2007 (17th out of 215 cities);
· Anholt - City Brands Index, 2006 (8th out of 60 cities);

· MasterCard Worldwide – Environmental Ranking of Centres of Commerce (1st out of 21 cities);

· Economist Intelligence Unit – Business Trip Index, 2006 (9th out of 127 cities);

· State of the Regions Report - Creativity Index, 2002 (2nd out of 20 regions).

Melbourne didn’t perform as well in the following surveys:

· Economist Intelligence Unit - Worldwide Cost of Living Survey, 2006 (19th out of 132 cities);
· Mercer – Australia/ NZ Regional Differentials, 2006/2007 (2nd out of 5 cities);

· Demographia - International Housing Affordability Survey, 2008 (22nd out of 227 cities).

These surveys relate to Cost of Living where a higher rank is undesirable.
Australia performed well in all three surveys identified, in particular the Jones Lang LaSalle - Real Estate Transparency Index scoring 1st out of 56 countries making it the most highly transparent real estate market in the world. 
Table 1: Comparison of Survey Rankings – Melbourne and Australia 
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MELBOURNE

Quality of Life Surveys

Economist Intelligence Unit - Quality of Life Ranking, 2007*

2

128

Mercer - Worldwide Quality of Living Survey, 2007* 

17

215

Monocle - Quality of Life Survey, 2007*

11

30

Tract Consultants and ACIL Tasman - Liveability Rank***

33

314

Australian Unity - Personal Wellbeing Index (City & Country Living), 2005**

3

8

Australian Unity - National Wellbeing Index (City & Country Living), 2005**

2

8

Australian Unity - Personal Wellbeing Index (Fed. Elect. Div.), 2005**

6

8

Cost of Living Surveys

Economist Intelligence Unit - Worldwide Cost of Living Survey, 2006*

19

132

Mercer - Worldwide Cost of Living Survey, 2007*

60

143

Mercer - Australia/ NZ Regional Differentials, 2006/2007**

2

5

Other Studies

Demographia - International Housing Affordability Survey, 2008*

22

227

Anholt - City Brands Index, 2006*

8

60

MasterCard Worldwide - Worldwide Centres of Commerce, 2007*

34

50

MasterCard Worldwide - Environmental Ranking of Centres of Commerce, 2008*

1

21

Economist Intelligence Unit - Worldwide Business Trip Index, 2006*

9

127

Jones Lang LaSalle - World Winning Cities, 2002*

?

100

Conde Nast Traveller - Readers' Travel Awards, 2007*

?

20

RMIT - Global University City Index, 2007*

5

20

State of the Regions Report - Creativity Index, 2002*

2

20

AUSTRALIA

United Nations - Human Development Index, 2007/8*

3

177

Jones Lang LaSalle - Real Estate Transparency Index, 2006*

1

56

Yale University/ Columbia University - Environmental Sustainability Index, 2005*

13

146


* International Study
** National Study
*** Metropolitan Melbourne

Some of the key findings of relevance to Melbourne from all of the studies considered in this report can be summarised as follows:

· Based on results from the 2007 Mercer - Worldwide Quality of Living Survey, 1st ranked Zurich fared better than 17th ranked Melbourne in the categories of political and social environment, economic environment, socio-cultural environment, medical and health considerations, schools and education, public services and transport and consumer goods. Schools and education was the standout category for Zurich scoring 25 basis points ahead of Melbourne. Melbourne fared better than Zurich in the categories of recreation, housing and natural environment;

· According to the 2005 Australian Unity - Wellbeing Index, Melbourne’s highest satisfaction rating was achieved in the category of Safety and its lowest satisfaction rating was achieved in the category of Personal Relationships;
· Based on results from the 2003 to 2006 Economist Intelligence Unit - Worldwide Cost of Living Surveys, the cost of living in Australian cites is rising. In 2007, Sydney remained the most expensive city in Australia with its rank jumping from 25th in Mar 2005 to 16th in Jan 2006. Similarly, Melbourne’s cost of living has risen from 28th to 19th during the same period followed by Brisbane, Perth and Adelaide with similar trends;

· According to the 2006/2007 Mercer - Australia and New Zealand Regional Differentials Report, Victoria has seen a decline in its relative salary position. In 2005, Victorian wages were in line with the national general market median and in 2006 they are now 1% below the national general market median. Western Australia, Queensland and South Australia have all seen increases in their salaries. As well as commanding increased wages, employees in Perth, Brisbane and Adelaide currently have the added bonus of lower costs of living than in Sydney and Melbourne;
· According to the 2008 Demographia - International Housing Affordability Survey, Australia has the most unaffordable housing in the six surveyed nations. All of the large capital cities (Sydney, Perth, Melbourne, Brisbane and Adelaide) are rated “severely unaffordable.” According to this study, house prices would have to drop dramatically (or incomes rise substantially) to meet the common affordability standard of 3-times-income. For example, at current levels of household income the median house price in Melbourne would need to fall from $431,000 to approximately $177,000;
· The 2006 Anholt - City Brands Index ranked Melbourne highly in terms of peoples perception of:

· Climate: The climate in the city throughout the year; 

· Environment: The environments of the city in terms of air, visual and other types of pollution; 

· Affordability: How easy it would be to find satisfactory, affordable accommodation in the city; 

· Welcoming behaviour: How people in general would behave towards you; 

· Safety: How safe you would feel in the city; and
· Business: How good a place the city would be to do business in. 

· Melbourne has been classed one of the best cities in the world for business travel ranking 9th place out 127 cities in the Economist Intelligence Unit’s – 2006 Worldwide Business Trip Index;
· The strength of Melbourne’s University sector has been highlighted in the RMIT University - 2007 Global University City Index with Melbourne ranking 5th in the world. The Index seeks to define and measure the qualities which make up a great university city based on its liveability, scale, the quality of its universities, investment in research and education infrastructure, and the mobility and connectedness of its population;
· The 2002 State of the Regions Report – Creativity Index, which is based on Richard Florida’s concept that successful cities will have three economic development determinants: technology, talent and tolerance showed that Melbourne Inner region outperformed all other Australian regions on the Talent Index and Innovation Index. The Talent Index is a measure of the human capital in a region, based on a regions share of people with a bachelor’s degree and above. The Innovation Index is a measure of the number of patented innovations per capita.

1. Introduction

Melbourne is constantly rated as one of the most liveable cities in the world. It has been classified as one of the best cities to live in three times by the Economist Intelligence Unit and highly ranked in other various benchmarking studies. 

Some studies however rank Melbourne differently. To better understand ways in which countries and cities, particularly Melbourne, are ranked the City of Melbourne’s City Research Branch has initiated a project named “Melbourne Benchmarking and Liveability”. 

The aims of this project are to: 

· Identify studies which rank or benchmark a city’s or country’s liveability or related aspects;

· Understand the methodology used; 
· Determine how Melbourne, Australia or Australian cities are ranked; and
· Identify key issues that need to be addressed to ensure Melbourne remains competitive.

This project will enable Council to learn from these studies and understand how to respond to changes in Melbourne’s ranking.

The project has so far produced an inventory and short summary of some relevant studies, methodologies and surveys developed worldwide. This report is an ongoing attempt to review these relevant studies and surveys conducted worldwide. 

1.1. Purpose

The purpose of this report is to:

· Summarise relevant studies and surveys of city and country rankings and provide a comparative overview of Melbourne and Australia with other major cities and countries; and
· Identify sources of information and data in which City Research can regularly collect and report on the progress of Melbourne and Australia.
2. Quality of Life vs. Cost of Living Studies
Quality of Living and Cost of Living studies allow direct comparisons between locations. The comparisons can be used, for example, for companies to give a premium (usually a percentage of a salary) to employees in locations that present different living conditions to those of the location of origin. Payment is based on the assumption that an expatriate has a right to live at the assignment site in the same manner and with the same kind of goods and services he would find at home.
Quality of Life studies are generally designed to measure political, social, economic and environmental factors, personal safety, health, education, transport and other public services within a geographical area. Quality of Life can be either measured by an Index or a ranking with higher scores equating to a higher Quality of Life. 
Cost of Living studies are generally designed to measure the average amount of money needed to buy a representative basket of goods and services considered to provide a given standard of living within a geographical area. The Cost of Living is generally measured by an Index representing the cost of maintaining a certain standard of living. Such Indexes are generally constructed to have a base city (or reference) which is given a score of 100 then other cities are scored relative to the base. An Index value of 110 indicates that the cost of living is 10% higher in one city compared to the base city.
Example

Quality of Life: A premium may be given to an employee who is relocated to a city that has extraordinarily difficult living conditions, excessive physical hardship or notably unhealthy conditions.

Cost of Living: A premium may be given to an employee who is relocated to a city where the price of renting accommodation or the price of consumer goods is higher.
3. City Comparison

As centres of administrative, business, cultural and major activities, cities are always high on governments’ agenda. Governments normally consider cities as the competitive edge for the development and growth of regions as well as national economies. This leads to demand for better understandings of differences in characteristics and performances across cities. Various studies have been undertaken and produced significant results in comparing and ranking major cities in the world.

3.1. Quality of Life Surveys
3.1.1. Economist Intelligence Unit – Quality of Life Ranking

The Economist Intelligence Unit’s (EIU) Quality of Life Ranking, part of the Worldwide Cost of Living Survey, assesses living conditions in 128 cities around the world. The survey is conducted twice annually.
Across the survey a mixture of quantitative and qualitative data is used to give an overall Quality of Life Index rating. The Index quantifies the challenges that might be presented to an individual’s lifestyle in any given location, and allows direct comparisons between locations. 

The EIU Quality of Life Index is based on an assessment and evaluation of nearly 40 indicators grouped into the following five individually weighted categories:

1) Stability (25%): Prevalence of petty crime, prevalence of violent crime, threat of military conflict, threat of civil unrest/conflict, threat of terrorism;

2) Healthcare (20%): Availability of public and private healthcare, quality of public and private healthcare, availability of over-the-counter drugs, general healthcare indicators;

3) Culture and Environment (25%): humidity/temperature rating, discomfort of climate to travellers, level of corruption, social/religious restrictions, level of censorship, recreation: sport, culture, food and drink, availability of consumer goods and services;

4) Education (10%): Availability of private education, quality of private education provision, public education indicators; 

5) Infrastructure (20%): quality of road network, quality of public transport, quality of international links, availability of good quality housing, quality of energy and water provision, quality of telecommunications infrastructure.
Indicators are given a rating of between one and five, where one means there is no reduction in the quality of life and five means the quality of life is extremely challenging. These are then weighted to produce and Index, where 0% means the quality of life is exceptional and 100% means that it is intolerable. An Index of 20% is where real problems are seen to begin – anything over 50% places severe restrictions on lifestyle. An overall Quality of Life Ranking is then produced.

According to the previous EIU rankings, Australian cities have a consistently high standard of living relative to other cities throughout the world. In the 2002-2007 quality of life assessments, Melbourne, Perth, Adelaide and Sydney were ranked in the 10 best cities in the world.  Brisbane has slipped out of the top 10 to now be ranked 14th in 2007.

Melbourne, along with Vancouver, Canada was ranked as the best city to live in for three consecutive years, 2002, 2003 and 2004.  
The latest 2007 survey result shows Melbourne is ranked 2nd behind Vancouver with a Quality of Life Index score of 1.8%. This is consistent with results of the last three years where Melbourne has continued to score below Vancouver in the “Culture and Environment” category.  

Jon Copestake, Editor of the EIU Survey says that “Australia's relative remoteness from Europe and North America means that it is slightly less likely to host acclaimed theatre and modern artists or a regular varied international sporting calendar.” However, the difference between the top two cities is only fractional, and Copestake says that “a difference of just 0.5% in the Index between the top two cities represents no tangible difference at all.”
Table 2: EIU: Quality of Life – Top 20 Cities (out of 128 Cities)
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Source: Economist Intelligence Unit – Quality of Life Survey, 2002-2007.
Figure 1: EIU: Quality of Life – Australian State Capital Cities
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Source: Economist Intelligence Unit – Quality of Life Survey, 2002-2007.

3.1.2. Mercer – Worldwide Quality of Living Survey

The Mercer Worldwide Quality of Living Survey is designed to provide an objective evaluation of the relative differences in Quality of Living between approximately 215 cities worldwide.
The survey is based on annual responses to a questionnaire developed by international Mercer professionals, working closely with major multinational companies and other experts in the field.

Mercer’s Quality of Life Index is based on an assessment and evaluation of 39 quantitative Quality of Life determinants which are grouped into the following ten individually weighted categories:

1) Political and social environment (23.5%): relationship with other countries, internal stability, crime, law enforcement, ease of entry and exit;
2) Economic environment (4.0%): currency exchange regulations, banking services;
3) Socio-cultural environment (6.4%): limitations on personal freedom, media and censorship;
4) Medical and health considerations (19.0%): hospital services, medical supplies, infectious diseases, water potability, waste removal, sewage, air pollution, troublesome and destructive animals and insects;
5) Schools and education (3.4%): standard and availability of schools;
6) Public services and transportation (13.0%): electricity, water availability, telephone, mail, public transport, traffic congestion, airport;
7) Recreation (9.0%): variety of restaurants, theatrical and musical performances, cinemas, sports and leisure activities;
8) Consumer goods (10.7%): availability of food/daily consumption items, alcoholic beverages, cars;
9) Housing (5.1%): housing, household appliances and furniture, household maintenance and repair services;
10) Natural environment (5.9%): climate, record of natural disasters.
An overall Quality of Life Index is calculated with New York used as the base city with 100 points. Each indicator is given a rating of between one (lowest score) and ten (highest score). These indicators are then weighted to produce an Index, where the higher the Index, the better the Quality of Living. Compared to the base city (i.e. New York), an overall ranking is then produced.
Recent studies have revealed that major Australian cities are in the top list of the world’s most liveable cities. 

Melbourne’s position has changed marginally over the last five years. It was ranked 15th in 2003 with an overall Quality of Living Index of 103.5. In 2004, Melbourne then went up to 12th place, sharing with Brussels and Düsseldorf. In 2005, the ranking slipped slightly to 14th with an increase of 1.0 overall Quality of Living Index. In 2006, Melbourne’s ranking then slipped to 17th and in 2007 remained 17th with a Quality of Living Index of 105.0.
Based on results from the 2007 Report, 1st ranked Zurich fared better than 17th ranked Melbourne in the categories of political and social environment, economic environment, socio-cultural environment, medical and health considerations, schools and education, public services and transportation and consumer goods. Schools and education was the standout category for Zurich scoring 25 basis points ahead of Melbourne. There are numerous international and private schools in the city, and Zurich has a world-wide reputation for schools catering to the international community.

Melbourne fared better than Zurich in the categories of recreation, housing and natural environment. Natural environment was the standout category for Melbourne scoring 21 basis points ahead of Zurich. Melbourne has a more temperate climate. Temperatures in the winter can get as low as 0ºC, and during summer can sometimes reach 40ºC for short periods of time, natural disasters are infrequent. 

Melbourne scored lowest in the following indicators:
· Traffic congestion (6 out of 10): “Traffic is often congested during rush hours”; and

· Airport: (6 out of 10): “Melbourne airport (Tullamarine) is situated 22 km from the city centre (the travel time is of 30 minutes) and offers good connections to other cities in Asia, and a fair range of flights to Western Europe and North America.”
Table 3: Mercer: Quality of Living – Selected Cities (out of 215 Cities)
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Source: Mercer - Worldwide Quality of Living Survey, 2003-2007.

Figure 2: Mercer: Quality of Living – Australian State Capital Cities
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3.1.3. Monocle – Quality of Life Survey

Monocle Magazine’s Quality of Life Survey uses a combination of both scientific data and subjective opinion to come up with a list of the top 20 most liveable cities in the world. In 2007, Monocle conducted their inaugural survey.

To determine what makes a city liveable, Monocle looked at specific things that created a great urban environment. The survey is based on both quantitative data and subjective opinion.

Some of Monocle’s 25 Quality of Life indicators include: 

· International long-haul connections with a well-managed thoughtfully designed airport;

· Low crime rates in relation to murders and domestic burglaries;

· Quality of education and health care;

· Hours of sunshine and average temperature;

· Availability of communications and connectivity;

· Level of social tolerance, which includes a positive climate for ethnic diversity, the employment of women and gay rights;

· Ease of getting a drink after 1am;

· Cost and quality of public transport;

· Strength and availability of local media;

· Access to nature, amount of green space, and key environmental initiatives in urban planning.

Table 4: Monocle: Quality of Life – Top 20 Cities
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Source: Monocle – Top 20 Liveable Cities, 2007.

In 2007, Munich emerged as Monocle’s most liveable city in the world. According to Monocle, the German city boasted an outstanding airport, a perfect mix of low rise architecture, diverse neighbourhoods and good connected public transport, high-quality housing and medical care, low crime, work life balance, liberal politics and general feelings of belonging and social acceptance.

Melbourne ranked 11th scoring highly in terms of its architecture. “The old buildings are beautiful; the new architecture is edgy. Cute cafes erupt from romantic laneways; boulevards are lined with trees”. The city is tolerant where multiculturalism is considered as a source of pride and the city is considered gay friendly. “Medical care is considered costly for high-end private care, but excellent. The public health system is patchy. Despite a number of mobile phone players in the market, mobile phone plans are considered expensive. The public transport system is struggling: trains overcrowded, trams slow. The natural beauty is limited.”

3.1.4. Tract Consultants and ACIL Tasman – Liveability Rank
In 2005, the Age newspaper commissioned Tract Consultants and ACIL Tasman to rank all 314 Melbourne Metropolitan suburbs in terms of their liveability.

The Liveability Rank is based on an objective evaluation of 14 indicators selected to provide a snapshot of each suburbs performance in 2005 and were “deliberately chosen characteristics of the place, not the characteristics of the people who live in that place.”

The Liveability Rank is based on the following 14 indicators:

1) Proximity to coastline;

2) Proximity to CBD;

3) Proximity to train stations;

4) Tram line density;

5) Bus stop density;

6) Size of local cultural sector;

7) Proportion of congested roads;

8) Proximity to schools;

9) Shopping facilities;

10) Proportion of open space;

11) Tree density;

12) Topographical variation;

13) Provision of cafes and restaurants; and 

14) Crime rate.

The results highlight wide differences in liveability across Melbourne’s suburbs and big challenges for community and governments.

South Yarra was Melbourne Metropolitan area’s most liveable suburb followed by East Melbourne and Hawthorn East. The suburb of Melbourne ranked 33rd.

The lower ranking suburbs were mostly on Melbourne's outer-suburban fringe and scored poorly on most of the indicators, particularly access to public transport.

The suburb of Melbourne ranked highly in terms of proximity to CBD, proximity to train stations; tram line density; bus stop density, size of local cultural sector, shopping facilities and provision of cafes and restaurants. Melbourne ranked lowly in terms of proportion of congested roads, proximity to schools, topographical variation and crime levels. 

Melbourne’s high level of crime compared to other suburbs may be due to the fact that it has such a large influx of city users on a typical weekday. According to the City of Melbourne’s - City Users Survey, in 2006 nearly ten times as many people visited the City of Melbourne each week day as lived in it (716,000 people). Most of these people would be visiting the Central Business District area for work, shopping or tourism related purposes.
Melbourne’s low score for proximity to schools may be due to the fact that there is a large non-residential (office, retail, industrial) component to Melbourne containing few schools. 
Table 5: Tract Consultants and ACIL Tasman: Liveability Rank – Top 10 Suburbs (out of 314 Suburbs)
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Source: The Age – Liveable Melbourne, 2005.

3.1.5. Australian Unity – Wellbeing Index
As quality of life is a subjective matter, Australian Unity, in partnership with Deakin University’s Australian Centre on Quality of Life have developed the Australian Unity Wellbeing Index.
Unlike traditional indicators of quality of life such as climate, the Australian Unity Wellbeing Index is a subjective measure that investigates how Australians feel about their life and life in Australia. The Australian Unity Wellbeing Index rates people’s satisfaction with various aspects of life – both personal aspects such as their relationships with others and national aspects such as their satisfaction with government.
The Index provides community organisations, government and business decision makers with a credible measure of wellbeing for purposes ranging from strategic planning and policy making through to providing every-day Australians with information they can use to improve their own wellbeing.

Every survey involves a new national sample of 2,000 people that proportionately represents Australia’s geographically-diverse population. All survey participants are aged 18 years and over. The first survey was conducted in April 2001 and the fifteenth survey was conducted in May 2006. 

The Australian Unity Wellbeing Index is based on average levels of satisfaction with various aspects of personal and national life. Every survey comprises the Personal Wellbeing Index, which measures people’s satisfaction with their own lives, and the National Wellbeing Index, which measures how satisfied people are with life in Australia. Satisfaction is expressed as a percentage score, where 0% is completely dissatisfied and 100% is completely satisfied. So a survey score of 76.5% on personal wellbeing means Australians, on average, feel 76.5% satisfied with their life.

Elements of the Personal Wellbeing Index are satisfaction with:

· Health; 

· Personal relationships; 

· Safety; 

· Standard of living; 

· Achievements in life; 

· Community connection; and 

· Future security. 
Elements of the National Wellbeing Index are satisfaction with:

· Australian social conditions; 

· Australian economic situation; 

· The state of the Australian environment; 

· Australian business; 

· National security; and
· Government.
As well as looking at personal and national wellbeing, each survey explores a unique topic and its impact on wellbeing. This provides a timely insight into a variety of issues that are influencing people’s satisfaction with their lives. Over the years, issues such as personal debt, caring at home, health and body weight and job security have been explored. 
The reports relevant to Melbourne include:
Special Report on City and Country Living (Jan 2005)
All previous 12 Australian Unity Wellbeing Index surveys were combined to create a sample of participants across Australia. Melbourne Metropolitan area was included in the assessment.
Main Points: 

· Across all measures of Personal and National Wellbeing, the two cities that most-consistently produce the highest values are Brisbane and Melbourne;
· The Personal Wellbeing of people living in Sydney and Perth is lower than it is for people living in the other State Capitals. This result for Sydney may be explained by the fact that its density of population is substantially higher than that of other cities. The result for Perth is harder to explain. It may be linked to a sense of isolation or resentment towards the other Australian States;
· In terms of satisfaction with Safety, Adelaide joins Sydney and Perth as having the lowest values. In terms of satisfaction with Community connection, Darwin and Hobart are higher than the other cities;
· The highest level of Personal Wellbeing is achieved by people who live in rural towns (accessible and moderately accessible). Their Personal Wellbeing is higher than it is for people who live in Capital Cities and both of the remote categories.
Figure 3: Australian Unity: Personal Wellbeing Index – Australian State and Territory Capital  
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Source: Australian Unity Wellbeing Index – Special Report on City and Country Living, Jan 2005.
Figure 4: Australian Unity: National Wellbeing Index – Australian State and Territory Capital 
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Source: Australian Unity Wellbeing Index – Special Report on City and Country Living, Jan 2005.
The Personal Wellbeing of Australians Living within Federal Electoral Divisions (Oct 2005)
All previous 14 Australian Unity Wellbeing Index surveys were combined to create a sample of participants across Australia. Melbourne Electoral Division was included in the assessment.

Main Points: 

· The State with the best wellbeing profile is Victoria. The State with the worst wellbeing profile is Western Australia;
· Out of the 8 Australian State and Territory Capital Cities Electoral Divisions (ED), Denison (which contains Hobart) recorded the highest Personal Wellbeing Index with Melbourne 6th;
· Melbourne’s highest satisfaction rating was achieved in the category of Safety and the lowest satisfaction rating was achieved in the category of Personal Relationships;
· The ED’s with the highest Wellbeing Index are generally characterised by low population density. However, the very wealthy Melbourne ED of Higgins has a very high population density. This indicates that wealth moderates the effects of population density on subjective wellbeing. With the exception of Higgins, all of the highest ED's lie outside capital cities.
Figure 5: Australian Unity: Personal Wellbeing Index – Australian State and Territory Capital City 
                Electoral Divisions
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Source: Australian Unity Wellbeing Index – The Personal Wellbeing of Australians Living within Federal Electoral Divisions, Oct 2005.
It should be noted that differences in the Indexes in both reports is relatively minor, varying by just 3.6 points across all Australian cities.
3.2. Cost of Living Surveys
3.2.1. Economist Intelligence Unit – Worldwide Cost of Living Survey

The Economist Intelligence Unit (EIU) conducts the Worldwide Cost of Living Survey bi-annually. The survey enables human resource line managers and expatriate executives to compare the cost of living in 132 cities in nearly 90 countries and calculate fair compensation policies for relocating employees.

The survey gathers detailed information on the cost of more than 160 items - from food, toiletries and clothing to domestic help, transport and utility bills - in every city. More than 50,000 individual prices are collected in each survey round. A Cost of Living Index is calculated from the price data to express the difference in the cost of living between any two cities. 

Companies can then apply this Index to an executive's spendable income to reach a fair cost of living allowance. The purpose of a cost of living allowance is to reimburse employees for excess living costs resulting from a foreign assignment. Payment is based on the assumption that an expatriate has a right to live at the assignment site in the same manner and able to enjoy the same kind of goods and services he would find at home.

Each city report lists local prices for 167 products and services. These are divided into the following 13 sub-categories: 

1) Shopping basket;
2) Alcoholic beverages;
3) Household supplies;
4) Personal care;
5) Tobacco;
6) Utilities;
7) Clothing;
8) Domestic help;
9) Recreation & entertainment;
10) Transportation;
11) Housing rents;
12) International schools, health & sports; and
13) Business trip costs. 
The price data is used to calculate the Cost of Living Index to express the differences in the cost of living. New York is used as the base city with and an index value of 100 and each destination city is indexed against this number which formulates an overall ranking. 

There are two major reasons why a city’s cost of living Index will change over time: exchange-rate movement and price movement. Since a common currency is required in making a comparative calculation all local prices are converted into US dollars, which emphasises the role of currency movement. If, for example, a currency strengthens or inflation pushes the price of goods up, so the relative cost of living in that country will also rise.
Over the period 2003-2006, the trend is that the cost of living for Australian capital cities is becoming higher. From 2003 to 2004, all Australian cities experienced an increase in the cost of living ranking, then a decline from 2004 to 2005 and an increase again in the cost of living ranking from 2005 to 2006.

In 2006, Sydney remains ahead of other Australian cities in cost of living as its rank jumped from 25th in 2005 to 16th in 2006. Similarly, Melbourne’s cost of living has risen from 28th to 19th during the same period followed by Brisbane, Perth and Adelaide with similar trends.

Table 6: EIU: Cost of Living – Australian State Capital Cities (out of 132 Cities)
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Source: Economist Intelligence Unit - Worldwide Cost of Living Survey, 2003-2006.
Figure 6: Mercer: Cost of Living – Australian State Capital Cities
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Source: Economist Intelligence Unit - Worldwide Cost of Living Survey, 2003-2006.

Table 7: EIU: Cost of Living – Top 10 Cities (out of 132 Cities)
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Source: Economist Intelligence Unit - Worldwide Cost of Living Survey, 2006-2007.
3.2.2. Mercer – Worldwide Cost of Living Survey

Mercer conducts a Cost of Living survey, similar to the Economists Intelligence Units’, twice a year. The survey is designed to collect the prices of around 200 standard products and services in 143 cities around the world.
The prices of various goods and services are collected and categorised into the following ten groups: 

1) Food at home;
2) Alcohol and tobacco;
3) Household supplies;
4) Health and personal care;
5) Clothing and footwear;
6) Domestic services;
7) Utilities;
8) Food away from home;
9) Transportation; and
10) Sports and leisure.
The price data is used to calculate the Cost of Living Index to express the differences in the cost of living. New York is used as the base city with and an index value of 100 and each destination city is indexed against this number which formulates an overall ranking. 

Over the period 2001-2007, the trend is that the cost of living for Australian capital cities is becoming higher. From 2001 to 2004, all Australian cities experienced an increase in the cost of living ranking, then a stabilisation from 2005 to 2006 and an increase again in the cost of living ranking from 2006 to 2007 (except Sydney which became slightly more affordable).

In 2007, Sydney remains ahead of other Australian cities in cost of living and is ranked the 21st costliest city in the world. All other Australian cities experienced and increase in their cost of living from 2006 to 2007 with Melbourne jumping up 14 places from 2006, occupying 60th position in 2007, while Perth moved up nine places to 84th position in 2007, Brisbane came in close behind at 86th position in 2007, moving up 13 places since 2006 and Adelaide is in 96th place in 2007, remaining the least costly mainland state capital despite a 12 place jump. 
Rob Knox, Principal at Mercer Human Resource Consulting said while the findings are not entirely surprising, the sustained appreciation of the Australian dollar in recent months has certainly had an impact on cost of living from an international perspective. 
When pricing was done on 1st March 2006, the A$1=US$0.74. A year later on 1st March 2007, this was A$1=US$0.78. This means that in 2007, items priced in Australian cities increased by 5.4% compared to New York due to the currency effect.
Knox says “the resource rich states of Western Australia and Queensland, in particular, have experienced increased demand for goods and services through the influx of both people and capital contributing to upward pressure on costs in Brisbane and Perth. Other factors likely to be driving demand and increasing costs pressures include a positive employment outlook and healthy economy.”
“But it’s important to keep this in perspective. Australian cities remain internationally very competitive from a cost point of view, coupled with favourable quality of living metrics, ensuring Australia will continue to be well placed to attract investment from overseas.”
Table 8: Mercer: Cost of Living - Australian State Capital Cities (out of 143 Cities)
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Source: Mercer – Worldwide Cost of Living Survey, 2001-2007.
Figure 7: Mercer: Cost of Living – Australian State Capital Cities
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Source: Mercer – Worldwide Cost of Living Survey, 2001-2007.
3.2.3. Mercer – Australia/ New Zealand Regional Differentials

Mercer’s Australia and New Zealand Regional Differentials 2006/2007 compares both State Salary Differentials and Cost of Living in Australian State and Territory Capital Cities.
The report is a tool for decision-makers involved in:

· Staff transfer policies; 

· Realignment of salary levels; 

· Salary reviews; 

· Company/divisional relocations; and
· Mergers/restructuring.
Statistics are drawn from data covering over 200 positions in support staff, middle management and senior management from over 600 companies and 30 industries.
State Salary Differential

A salary differential is an index which provides comparison of one group of salaries against another. Table 9 presents the overall salary differential for each state, as a percentage of the national general market (NGM) median. 
Overall, NSW is the state with the highest paying salaries at 3% above the NGM median. Western Australia is now the second highest paying state, behind NSW. Salaries in Western Australia were in line with the NGM median for 2005, but are now 2% above the NGM median and only 1% below the base salary in NSW.

 
Queensland and South Australia are hot on the heels of Western Australia, also increasing their position against the general market. Base salaries in Queensland are now 3% below the NGM median, compared with 5% below, in 2005. While South Australia has the lowest base salary, it edged closer to the national general market with salaries moving two percentage points closer to the NGM median in 2006.

NSW’s relative position against the general market has remained unchanged over the past twelve months.   
Victoria has seen a decline in its relative salary position: in 2005 Victorian wages were in line with the NGM median and are now 1% below the national general market.
Rob Knox, Head of Human Capital Product Solutions at Mercer states that “The resources boom and resulting skills shortage have had a direct impact on wages in Western Australia, Queensland and South Australia. We’re seeing many organisations offer premium rates plus above national average salary increases, in particular to senior and specialist staff.”

Table 9: Mercer: State Salary and Cost of Living Differentials – Australian State & Territory Capital Cities
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Source: Mercer - Australia/ New Zealand Regional Differentials 2006/2007.
Example of applying State Salary Differential
Barnabas Ltd, a manufacturing company, has a warehouse manager position. If this position attracted a base salary of $68,000 nationally, Barnabas could expect to pay $67,320 in base salary if this position was located in Victoria ($68,000 - [$68,000 x 1%]) = $67,320) and $70,040 ($68,000 + [$68,000 x 3%]) = $70,040) if this position was located in NSW.

As well as commanding increased wages, employees in Perth, Brisbane and Adelaide currently have the added bonus of lower costs of living than in Sydney and Melbourne.

Cost of Living Differential by City

Mercer’s report also compares the Cost of Living across Australia’s major cities, using Sydney, the most expensive city, as the base point. This Cost of Living Index is based on Mercer’s bi-annual Cost of Living Survey (see 3.2.2.) The study shows that it is cheaper to live in Perth than it is in Sydney with the cost of living estimated to be 6% lower. In Melbourne, the cost of living is estimated to be 3% lower than Sydney. 
Example of applying Cost of Living Differential
Susan is being transferred from Adelaide to Melbourne. She earns an annual gross income of $120,000. According to Mercer’s Annual Spendable Income table (based on Australian Bureau of Statistics data), her expendable income is $38,642.

To apply the cost of living differential, compare the city Susan is leaving, Adelaide (base city), to the city she is being transferred to, Melbourne (host city). The cost of living differential is 7%, meaning the cost of living in Melbourne is 7% higher than the cost of living in Adelaide.

Therefore, if Susan transferred from Adelaide to Melbourne, her cost of living would increase by $2,075 ($38,642 x 7% =$2,705), from $38,642 to $41,347.
"Rental rates in both Perth and Brisbane have been catching up dramatically to those in Sydney in the past four years, indicating the resources boom is also driving living costs higher,'' Knox says. "We should soon begin to see the disparity between costs of living and wages in the high paying states such as Western Australia even out, particularly as the states look for strategies to manage rapid salary growth.”
3.3. Other Studies
3.3.1. Demographia – International Housing Affordability Survey
Demographia, a U.S- based market research company regularly reviews housing markets in six major industrialized countries. Their latest housing affordability study, the 4th Annual Demographia International Housing Affordability Survey covers 227 major markets in six nations which include Australia, Canada, Ireland, New Zealand, the United Kingdom and the United States. 
The Demographia International Housing Affordability Survey employs the “Median House Price to Median Household Income Multiple,” (“Median Multiple”) to rate housing affordability. In this method, the median house prices of each individual market are divided by the median annual gross household income of that particular market. This method of assessing housing affordability is recommended by the United Nations and World Bank.

The 2008 Demographia study of international housing affordability listed 18 Australian cities in its top 50 of severely unaffordable markets.

Australia has the most unaffordable housing in the surveyed nations, with an overall Median Multiple of 6.3, more than double the Median Multiple ceiling. There are no “affordable” markets in Australia and there are no “moderately unaffordable” markets. Twenty-five (25) of the 28 markets are rated severely unaffordable.
All of the large capital cities (Sydney, Perth, Melbourne, Brisbane and Adelaide) are rated “severely unaffordable.” The best ratings are “seriously unaffordable” in three smaller markets, Maitland (New South Wales), Ballarat (Victoria) and Bendigo (Victoria).

Affordability in Melbourne is declining with Melburnians now needing 7.3 times the average income to purchase a home. This is compared to 6.6 times the average income in 2006.
Table 10: Demographia: Housing Affordability Ratings 
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Source: Demographia – 4th Annual International Housing Affordability Survey 2008 (Data for 3rd Qtr 2007).
Table 11: Demographia: Most Unaffordable Housing Markets – Selected Cities (out of 227 Cities)
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Source: Demographia – 4th Annual International Housing Affordability Survey 2008 (Data for 3rd Qtr 2007).
According to this study, house prices would have to drop dramatically (or incomes rise substantially) to meet the common affordability standard of 3-times-income. For example, at current levels of household income the median house price in Melbourne would need to fall from $431,000 to approximately $177,000. This is based on a common rule of thumb that housing costs are normally around 30% of a household’s income. This is not sophisticated evidence-based policy, but appears to have emerged from historical observation of people’s housing practices and financial institutions’ lending practices in the private sector. 

3.3.2. Anholt – City Brands Index
The city of Melbourne “brand” has been rated amongst the world’s best. Melbourne has ranked 8th place out of 60 in a world study of the best city brands. The city made its debut in the 2006 list with Sydney topping the poll ahead of London and Paris.
The annual Anholt City Brands Index relates the city’s overall international image and appeal. The Index measures a complex mixture of global perceptions of the country’s people, its policies, products, culture, business, climate and tourist attractions.
The 2006 survey was conducted online among 15,255 men and women aged 18-64 from a wide range of income groups in 60 cities in the following countries: Australia, Brazil, Canada, China, Denmark, France, Germany, India, Italy, Japan, Korea, Malaysia, Mexico, the Netherlands, New Zealand, Poland, Russia, Spain, the United Kingdom and the United States.

 
Melbourne ranked highly in terms of peoples perception of:

· Climate: The climate in the city throughout the year; 

· Environment: The environments of the city in terms of air, visual and other types of pollution; 

· Affordability: How easy it would be to find satisfactory, affordable accommodation in the city; 

· Welcoming behaviour: How people in general would behave towards you; 
· Safety: How safe you would feel in the city;
· Business: How good a place the city would be to do business in. 
Other categories in the survey that Melbourne needs improvement on are:

· Beauty: The physical attractiveness of the city;

· Public services: The general standard of public amenities (schools, hospitals, public transport, sports facilities);
· Pulse: How interesting and exciting the city would be;

· Education: How good a city it would be for higher education.
Table 12: Anholt City Brands Index - Top 20 Cities (out of 60 Cities)
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Source: Anholt - City Brands Index, 2006.

3.3.3. MasterCard Worldwide – Worldwide Centres of Commerce Index

The MasterCard Worldwide - Worldwide Centres of Commerce Index aims to rank the world's top 50 cities in terms of their performance as centres of commerce in the global economy. In 2007, MasterCard Worldwide conducted their inaugural survey.

The Index consists of six categories which in turn consists of 41 of indicators, and each indicator is made up of over 100 sub-indicators. 

The Worldwide Centres of Commerce Index is based on the following six individually weighted categories:

1) Legal and Political Framework (10%): Degree to which legal and political frameworks enable the emergence of a Global Centre of Commerce;

2) Economic Stability (10%): Degree to which a Centre of Commerce is handicapped by an unstable economic environment, currency, or unpredictable inflation;

3) Ease of Doing Business (20%): Availability of quality, cost-competitive trade logistics; level of interconnectedness; and ability to attract and retain talent due to a high quality of living;

4) Financial Flow (22%): Measurement of the city's actual output or financial achievement; 

5) Business Centre (22%): Degree to which the city intermediates the flow of goods, services, people, finances and information, etc;

6) Knowledge Creation and Information Flow (16%): Degree to which information flows freely and knowledge is generated.

In 2007, Melbourne ranked 34th out of the top 50 cities in the world in terms of performance as a centre of commerce in the global economy. Sydney ranked higher than Melbourne at 14th. Contributing strongly to Sydney’s dominance over Melbourne was the presence of the Australian Stock Exchange, Reserve Bank of Australia and Futures Exchange in the city hub.

Melbourne scored best in the Economic Stability category and worst in the Financial Flow category. The Financial Flow category includes sub-indicators for the number of financial services networks, number of equity and bond transactions, number of derivatives and commodities contracts traded, presence and intensity of global banking, insurance companies and securities companies in a city.
Sydney also scored best in the Economic Stability category but worst in the Knowledge Creation and Information Flow category. Neither Sydney nor Melbourne scored in the top 10 cities in any of the six categories.
Table 13: MasterCard Worldwide: Worldwide Centres of Commerce Index – Selected Cities (out of 50 cities)
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Source: MasterCard Worldwide - Worldwide Centres of Commerce Index, 2007.

3.3.4. MasterCard Worldwide – Environmental Ranking of Centres of Commerce in Asia/ Pacific, Middle East and Africa
In 2007, MasterCard Worldwide launched the “Worldwide Centres of Commerce Index”, which ranks leading global cities along six categories that collectively provide an assessment of how such cities contribute to global commerce. 21 cities in the Asia/Pacific, Middle East and Africa region are ranked among the top 50 of the world’s centres of commerce.  
The Insights: Urbanization and Environmental Challenges in Asia/ Pacific, Middle East and Africa report summarizes findings from a research study that assesses the vulnerability of the 21 centres of commerce in the region to key environmental factors (air pollution, water pollution, etc) that affect the quality of life in the cities, the risks to health and safety from such factors, and from this assessment to rank these centres of commerce according to their different environmental vulnerabilities.

The assessment process is based on the consideration of three individually weighted categories:
1) Environmental indicators under government control (70%): water potability, water availability, sewage system, waste removal, air quality, and infectious diseases;
2) Environmental indicators affected by climate change that are not directly under government control (20%): rise of sea level, water scarcity due to drought, severe storms, and fires; and
3) Unpredictable environmental risks (10%): earthquakes, typhoons and hurricanes, and volcano eruptions.  

Combining the three categories produces the overall Environmental ranking.

Melbourne achieved the highest overall ranking demonstrating the city is the most environmentally sustainable region within the Asia/Pacific, Middle East and Africa regions. Melbourne has significant measures in place to protect and improve its urban environment from environmental risks.
Melbourne ranked first in the categories of environmental indicators under government control and unpredictable environmental risks. Despite the high ranking within these two categories, some improvements to waste disposal and air pollution could be made. Melbourne ranked 17th in the category of environmental indicators affected by climate change that are not directly under government control scoring lowly due to the significant sporadic drought predicted and the small risk of bushfires.
Table 14: MasterCard Worldwide: Environmental Ranking of Centres of Commerce in Asia/ Pacific, Middle East and Africa (out of 21 cities)
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Source: MasterCard Worldwide – Insights: Urbanization and Environmental Challenges in Asia/ Pacific, Middle East and Africa, 2008.
3.3.5. Economist Intelligence Unit – Worldwide Business Trip Index

The Economist Intelligence Unit’s (EIU) Worldwide Business Trip Index is a way of assessing and comparing locations as potential venues for business travel. It takes into consideration both cost-related and environmental factors, which together form an overview of how desirable a destination is likely to be to the business traveller. In 2006, the EIU conducted their inaugural survey.
The Business Trip Index compares 127 cities worldwide using both qualitative and quantitative indicators. 

The Index comprises the following five individually weighted categories and 31 sub-categories:

1) Stability (25%): Prevalence of petty crime, prevalence of violent crime, threat of terrorism;
2) Healthcare (10%): World Bank health indicators;
3) Culture & environment (25%): Discomfort of climate to travellers, social/religious restrictions, culture, food and drink, availability of high-quality hotels;
4) Infrastructure (20%): Quality of road network, quality of public transport, quality of regional or international links, quality of transport links to airport, distance of nearest airport;
5) Cost (20%): Low per diem rate, high per diem rate, Hilton-style hotel rate, Intercontinental-style hotel rate, whisky at a hotel bar, two-course meal, simple meal, Big Mac meal or equivalent, car rental low price, car rental moderate price, regular unleaded petrol, initial taximeter charge, taxi rate per kilometre, taxi ride from airport to centre, international daily newspaper, daily local newspaper, Time magazine or equivalent.

In 2006, Australian cities ranked highly in the survey indicating they have the right mix of ingredients to please the business traveller. Brisbane was the highest Australian city ranked equal 6th with Cleveland, followed by Perth (8th), Melbourne (9th) and Sydney (12th).
Table 15: EIU: Business Trip Index – Top 20 Cities
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Source: Economist Intelligence Unit - Business Trip Index, 2006.
3.3.6. Jones Lang LaSalle – World Winning Cities 

Real estate development is a fundamental pillar for city growth. It contributes to a city’s success by providing a physical foundation as well as benefiting from the success as growth generates demand for real estate. It is important, therefore, to understand the relationship between the city success and the roles of real estate. 

Jones Lang LaSalle (JLL) launched a major multi-phase research programme in 2002 called World Winning Cities, which aims to better understand and identify the factors determining the success of cities within the last decade and best predictors of the preconditions for future success and the importance of real estate. The programme is designed to equip developers, owners and investors with insights into the world winning and prosperous cities of the future.

In essence, the project is focused on answering four fundamental questions:

1) What does history teach us about recent winners?

2) Which indicators will be the best predictors of future success?

3) Where are the next generation of rising urban stars?

4) What will or could be real estate’s contribution to a city’s sustainable competitive advantage?

The core analysis covers 100 major metropolitan areas in 47 countries. These cities were selected on the basis of size, function and corporate activity, ensuring that the number of cities in each continental region was broadly in line with the region’s economic weight. The core sample includes 40 cities in the Americas region, 37 in the EMEA (Europe, Middle East and Africa) region and 23 in the Asia Pacific region. Annual data was analysed for the ten-year period, 1991–2001, for five key measures of city growth and real estate activity. 

These five key measures are: 

1) Population change; 

2) Employment change; 

3) Office net absorption rate; 

4) Office construction rate; and
5) Prime office rental change.
The results of phase one of the project show that the strongest city performers of the last decade have emerged from amongst the world’s smaller metropolitan areas with less than two million people. Three cities that stand out are Dubai, Dublin and Las Vegas. These cities have created a mix of attractions that has stimulated strong economic growth, and all three share a number of common features:

· Size – with metropolitan area populations of 1.6 million in Las Vegas, 1.1 million in Dublin and 0.9 million in Dubai; 
· Attractive business environments, light regulation and favourable tax regimes for business, which has led to high levels of inward investment; 
· Strong in-migration and a successful record of attracting skilled and educated labour;
· Leisure – both Las Vegas and Dubai are underpinned by leisure activities, whilst Dublin has emerged as an important European short-stay tourist destination;
· Branding – all three cities have developed a high profile on the international “stage”.

Phase three of the programme identified 24 potential city winners across five continents believed likely to attract interest from the real estate market in the near future. These have been selected on the basis of one or more key drivers of future city success - defined around themes that resonate with the developing images of rising urban stars: the economics of cost and skills of competitiveness, technology, environment and sustainability, and culture and creativity.

According to JLL, this will be the "Asian century" with China and India the most influential source of rising urban stars. No less than eleven of the 24 "stars" identified are located in these two countries. 
Forecast low employment growth and rising office vacancies combined with an unsettled economic past to rank Melbourne as an unfavourable candidate for future business investment. The survey found Melbourne's position was also undermined by employment growth and office construction forecasts.
JLL regional director Patrick Smith said that work done by the Dockland's Authority to attract investment into the Melbourne waterfront held hope for the city's global economic standing. “The authority has attracted large amounts of local and regional capital into the state and provides a successful case history of pro-active government policy run on a semi-government private enterprise model," Smith said. Smith said a similar model could be applied to a range of industries, which would attract further investment in the city and force commercial and industrial property values to rise.
Phase four of the project is currently investigating the winners and losers among the emerging cities in India, China and Russia.
3.3.7. Conde Nast Traveller – Readers' Travel Awards (Overseas Cities)
Conde Nast Traveller magazine has handed out the Readers’ Travel Awards annually since 1997. The results of the awards are based on the Readers' Travel Awards questionnaire which asks readers to choose the best the travel world has to offer in a range of categories.
Besides the questionnaire being inserted into the April 2007 issue of all 26,600 UK subscriber copies and 33,000 UK newsstand copies of CN Traveller, it was also live on the magazine website for this period. The replies were collated and analysed by an independent market-research company, Market Management.

In the Overseas Cities category, which determines readers favourite travel cities outside the UK, respondents were asked to rate a city with marks out of five for the following ten categories:
1) Aesthetics/architecture;
2) Culture;
3) Cleanliness;
4) User-friendliness;
5) Range of accommodation;
6) Food/ restaurants;
7) People/hospitality;
8) Nightlife/entertainment;
9) Safety; and
10) Value for money.
These votes were calculated as an average on each criterion, which provides the overall satisfaction percentage that decides the winners. 
In 2007, Sydney was the top overseas travel destination in the world. Sydney scored highly in terms of food/restaurants (97.56), cleanliness (94.78) and user-friendliness (93.68). Melbourne dropped outside the top 20 in 2007 after being ranked 12th in 2004, 10th in 2005 and 12th in 2006.
Table 16: Conde Nast Traveller: Readers’ Travel Awards (Overseas Cities) – Top 20 Cities
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Source: Conde Nast Traveller – Readers’ Travel Awards (Overseas Cities), 2007.

3.3.8. Royal Melbourne Institute of Technology (RMIT) University – Global University City Index

The inaugural 2007 Global University City Index produced by RMIT University is believed to be the world's first index ranking university cities. 

Drawing on internationally recognised data, the Index seeks to define and measure the qualities which make up a great university city. These include liveability, scale, the quality of its universities, investment in research and education infrastructure, and the mobility and connectedness of its population.

These cities are home to knowledge workers and research clusters that make them a significant driving force of the knowledge economy.

The Global University City Index is based on five individually weighted factors:

1) Size of city is an absolute threshold. Cities with a population less than 2 million are excluded;

2) City liveability and amenity (30%);

3) The number of global universities and their degree of internationalisation (30%);

4) Educational inputs and performance (20%); and
5) Research inputs and performance (20%).

In the 2007, the strength of Melbourne’s University sector has been highlighted with Melbourne ranking 5th. Of the top 20 cities, 15 are in the developed world and the rest are in the developing economies in East Asia. London ranked 1st, followed by Boston, Paris and Tokyo. New York ranked 7th after Sydney, followed by a run of six US cities up to 13th rank. After Tokyo, the next Asian city comes in at 14th: Hong Kong. Singapore is 17th and Shanghai is the only mainland Chinese city on the list at 20. 
RMIT University Vice-Chancellor Professor Margaret Gardner said the Index was not a competition between universities but "a message about how important they are in conjunction with business and industry for our future", highlighting the "virtuous connection between the scale of the city and the clusters of knowledge in that city".

Protecting (or developing) Global University City status raises important issues for policy makers in both public and private spheres.  Professor Gardner believes the key challenges for policy makers, then, are:

· Facilitating the relationships between cities, industries and academies that provide fertile social and commercial opportunities for graduates and research outputs; 

· Investing in researchers and research infrastructure as an integral component of the city fabric; 

· Ensuring global connectivity – social, economic, educational; and
· Maintaining a focus on the liveability of cities: the convergence of factors which make them hubs for a globally mobile knowledge workforce. 
Table 17: RMIT University: Global University City Index – Top 20 Cities
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Source: RMIT University – Global University City Index, 2007.

3.3.9. State of the Regions Report – Creativity Index 
The creativity concept has emerged from Richard Florida’s innovative work in measuring correlation between concentration of “creative” people and regional economic growth and social development. 

Although Florida’s original study focused mainly on US cities, an attempt has been made to apply the concept and analysis to Australia by using a survey conducted by National Economics - the State of the Regions Report 2002.
Florida’s concept is that in a fast growing economy, the regional economic growth will be the product of the creative class, but not vice versa, and those cities that can attract creative people, generate innovation and stimulate economic growth will be the winner. The successful cities will have three economic development determinants: technology, talent and tolerance. 
This implies that regional economic growth is powered by creative people, who prefer places that are diverse, tolerant and open to new ideas. Diversity increases the odds that a place will attract different types of creative people with different skills sets and ideas. Places with diverse mixes are likely to provide a better environment for creative people who can generate new combinations. In addition, diversity and concentration work together well to speed the flow of knowledge and translate it into activities. Greater and more diverse concentrations of creative capital in turn lead to higher rates of innovation, high-technology business formation, job generation and economic growth. 
The concept “creativity” is measured by the Creativity Index which incorporates a mix of four equally weighted factors: 
1) Talent Index;
2) Innovation Index;
3) Tech Index;
4) Diversity Index.

The Australian survey confirmed Florida’s findings in the US about the correlation between concentrations of creative populations and the location of high tech industries. This reinforces the bottom line that we, in Australia, need to take creative workers seriously. In addition, the work undertaken by National Economics has enabled them to draw out some useful cross country and interstate comparison between Australia and the United States. 
The Creativity Index was used to compare 20 Australian regions with 268 US regions. The creativity score highlights the strengths of Melbourne and Sydney. The results revealed that the Melbourne Inner region (comprising the Local Government Areas of Melbourne, Port Phillip, Stonnington and Yarra) is only marginally behind the Global Sydney region with a creativity score of 985. This equates with the 7th ranked city in the US, Houston. Other cities which would fall into the top 100 cities in the US are ACT and Perth Central.

Table 18: Creativity Index - Top 11 Australian Regions (out of 20 Regions)
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Source: The Rise of the Creative Class, 2003.
1 SOR = State of the Region

Melbourne Inner region however outperforms Global Sydney on the Talent Index and Innovation Index. The Talent Index is a measure of the human capital in a region, based on a regions share of people with a bachelor’s degree and above. The Innovation Index is a measure of the number of patented innovations per capita.

Table 19: Creativity Index: Disaggregated Variables – Top 5 Australian Regions (out of 20   

                 Regions)
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Source: The Rise of the Creative Class, 2003.
4. Country Comparison

Cross country comparison is commonly used whenever a country’s performance is referred to. This has demanded comparable information and data of different countries in commonly understood and used formats. Various global data collection systems have been established and cross country comparison reports have been produced. These include:

4.1. United Nations – Human Development Index
The United Nations Human Development Index (HDI), which is part of the Human Development Report, is arguably the most comprehensive global database. Since its establishment in 1990, it has compiled annual data of common indicators from over 100 countries. 

According to the United Nations, human development is a process of enlarging people’s choices. Enlarging people’s choices is achieved by expanding human capabilities and functionings. 
The HDI provides a composite measure of three dimensions of human development: 
1) Living a long and healthy life (measured by life expectancy);

2) Being educated (measured by adult literacy and enrolment at the primary, secondary and tertiary level); and 
3) Having a decent standard of living (measured by purchasing power parity, PPP, income). 
The HDI has been widely used to capture the attention of policy makers and other stakeholders to draw their attention away from the more usual economic statistics to focus instead on human outcomes as they are the ultimate criteria for assessing the development of a country.
Recent Human Development Index results has revealed that Australia is one of the leading countries in human development. Australia has remained in the top four countries in the world since 2000. Australia’s ranking jumped from 7th in 1999 to 4th in 2000. Australia is now ranked 3rd in 2007/8.

The 2007/8 Human Development Index comprises of over 300 indicators and compares 177 countries.
Australia performed well in the following indicators:

· Combined gross enrolment ratio for primary, secondary and tertiary education – ranking 1st (113%);
· Life expectancy at birth – ranking 5th (80.4 years);

· Forest area – ranking 6th (1,636.8 thousand sq km).

Australia performed poorly in the following indicators:

· Electricity consumption per capita – ranking 12th (11,849 kilowatt hours);

· Forest area change from 1990-2005 – ranking 12th (- 42.3 thousand sq km);
· CO2 emissions per capita – ranking 16th (16.2 tonnes).
“With 0.3% of the world's population, Australia accounts for 1.1% of global emissions - an average of 16.2 tonnes of CO2 per person. If all countries in the world were to emit CO2 at levels similar to Australia's, we would exceed our sustainable carbon budget by approximately 628%.”
Table 20: United Nations: Human Development Index - Top 10 Countries (out of 177 Countries)
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Source: United Nations - Human Development Report, 2000-2007/8. 
4.2. Jones Lang LaSalle – Real Estate Transparency Index
According to Jones Lang LaSalle (JLL), Australia is a shining example of real estate transparency. Australia again, together with the US, tops the JLL 2006 Real Estate Transparency Index. 
The Index addresses transparency in 56 different national markets and looks at a number of factors to make its assessment including; the availability of accurate market information, regulatory and legal infrastructure, security of title and enforceability of property rights, governance and disclosure for property traders, zoning and building certainty. 

According to the Index, a highly transparent real estate market is open and clearly organized. It operates in a legal and regulatory framework characterised by a consistent approach to the enforcement of published rules and regulations and respects private property rights. Real estate transparency is associated with freedom from corruption, the availability of information, and the efficiency of the market. 
Through a global network of researchers, JLL conducted the Transparency Survey using a structured questionnaire guided by teams of regional coordinators. The Survey addressed the following five attributes of real estate transparency:

1) Availability of investment performance indexes;
2) Availability of market fundamentals data;
3) Listed vehicle financial disclosure and governance;
4) Regulatory and legal factors; and
5) Professional and ethical standards.

The Real Estate Transparency Index was compiled from the results of the 15 major questions. The composite scores range between 1.00 and 5.00. A country with a perfect 1.00 would be the country with the highest level of transparency. A country with a 5.00 would be a country with total opacity. 

Table 21: JLL: Real Estate Transparency Index – Top 10 Countries (out of 56 Countries)
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Source: Jones Lang LaSalle - Real Estate Transparency Index, 2004-2006.
4.3. Yale University & Columbia University – Environmental Sustainability Index

Yale University and Columbia University, in collaboration with the World Economic Forum and the Joint Research Centre of the European Commission have developed the Environmental Sustainability Index (ESI). The ESI benchmarks the ability of 146 nations to protect the environment over the next several decades. It does so by integrating 76 data sets – tracking natural resource endowments, past and present pollution levels, environmental management efforts, and the capacity of a society to improve its environmental performance – into 21 indicators of environmental sustainability. 
These indicators permit comparison across a range of issues that fall into the following five broad categories:

1) Environmental Systems;
2) Reducing Environmental Stresses;
3) Reducing Human Vulnerability to Environmental Stresses;
4) Societal and Institutional Capacity to Respond to Environmental Challenges; and
5) Global Stewardship.
While they do not provide a definitive vision of sustainability, the collection of indicators and variables that form the 2005 ESI provide: 

· A powerful tool for putting environmental decision making on firmer analytical footing;

· An alternative to GDP and the Human Development Index for gauging country progress; and 

· A useful mechanism for benchmarking environmental performance.

In 2005, Australia ranked 13th out of 146 nations in its ability to protect the environment over the next several decades. 

Australia scored well in the following indicators: 

· Science and Technology: Innovation, digital access, female primary education completion rate, gross tertiary enrolment rate, number of researchers;

· Land: Total human impact on natural environment.

Australia scored poorly in the following indicators:

· Reducing Air Pollution: Coal consumption, anthropogenic emissions, vehicles in use;

· Reducing Transboundary Environmental Pressures: Sulphur Dioxide exports, import of polluting goods and raw materials as percentage of total imports of goods and services.
Table 22: Yale University & Columbia University: Environmental Sustainability Index – Top 20 Countries (out of 146 Countries)

[image: image29.wmf]Rank

Country

Index

1

Finland

75.1

2

Norway

73.4

3

Uruguay

71.8

4

Sweden

71.7

5

Iceland

70.8

6

Canada

64.4

7

Switzerland

63.7

8

Guyana

62.9

9

Argentina

62.7

10

Austria

62.7

11

Brazil

62.2

12

Gabon

61.7

13

Australia

61.0

14

New Zealand

60.9

15

Latvia

60.4

16

Peru

60.4

17

Paraguay

59.7

18

Costa Rica

59.6

19

Croatia

59.5

20

Bolivia

59.5


Source: Yale University & Columbia University – Environmental Sustainability Index, 2005.

5. Conclusion

As shown, different studies with different methods and different information and data rank cities and countries differently. 

The Economist Intelligence Unit’s Quality of Life Index, which combines quantitative and qualitative data, ranked Melbourne as the best place to live three times, while Mercer’s Worldwide Quality of Living survey which uses only quantitative data rank Melbourne after many major cities. The Creativity Index, which takes a different approach to rank cities by determining factors contributing to growth, ranks Melbourne 2nd after Sydney and 7th amongst major United States cities.  

Similarly, studies of country ranking classify countries differently. The Human Development Index, which is the most comprehensive global database combining quantitative and qualitative elements of human progress, ranks Australia in the top three countries in the world. Whereas the Yale and Columbia Universities Environmental Sustainability Index ranks Australia 13th. 

When comparing results from different studies, its imperative the methodology used to define the result is taken into account.
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