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 Australia’s Management Capability Index has 
declined for the second consecutive year to 
reach 69.0 in the latest survey for 2014, compared 
to 70.3 in the previous year and 71.1 the year 
before that.

 Australian CEOs and senior managers consider 
their organisations to be performing at less than 
three-quarters of their potential management 
capability.

 There is a major gap between middle 
management (58.0) and CEOs/MDs (72.0) in 
terms of their assessment of their organisation’s 
management capability.

 
 The lowest score for any capability (53.8) and the 

largest year on year fall (-10.7 per cent), was for 
the assessment of management’s international 
perspective and understanding of global markets 
and global thinking.

 Business leaders need to increase investment in 
building the management capability in their 
organisations in order to drive productivity, 
growth and compete more effectively in global 
markets.

KEY FINDINGS
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WHY MANAGEMENT CAPABILITY MATTERS

The Australian Management Capability Index provides a benchmark against which we can asses 
and track performance against a series of key categories of management capability at a 
company, industry or national level. It has been conducted for the last three years in Australia and 
in other countries in the Asia region as well.

The current AMCI contains the views of 420 CEOs and senior managers from across the breadth 
of Australian organisations. 

It is based on self-assessment of ten key drivers of management capability that contribute to 
sustainable performance. Each category is comprised of several statements or subcategories 
against which an assessment, on a scale of 100, is made.

This document provides a highlight of the key findings from the latest survey. Detailed survey 
results can be downloaded at www.aim.com.au.  

With Australian organisations under pressure to deliver productivity growth, understanding 
management capability is becoming increasingly critical to enterprises and the economy alike.

Management capability refers to how effectively an organisation puts its collective competencies 
to work to deliver business results. 

Excellence in management capability is an integral marker of strong organisational performance.  
Having a clear understanding of management capability enables leaders to accurately focus 
attention and resources in order to lift areas of management under-performance.

ABOUT THE AUSTRALIAN MANAGEMENT CAPABILITY INDEX (AMCI)1

1 The AMCI is adapted from the Management Capability Index (MCI) established by the New Zealand Institute of Management (NZIM).

76.0

The results of the AMCI for the past three years indicate that 
Australia’s management capability is stuck in second gear.  
Organisations are consistently operating at around only 70 per 
cent of what they could be achieving.
  
If Australian organisations want to seriously address the 
‘productivity challenge’ then they must also address their 
chronic under-performance in management capability. This is 
particularly important as Australia looks to harness the global 
economic shifts towards the Asia region.

The findings in this year’s AMCI shine light on the particular 
management capabilities that Australian leaders need to focus 

on.  Above all, the report makes clear the urgent need for increased investment in building 
management capability among middle managers.

A commitment by leaders to raise management capability, supported by appropriate strategic 
initiatives, will help deliver the productivity lift our organisations need. Continued measurement of 
management capabilities by members of the Asian Association of Management Organisations, 
such as AIM, will help them benchmark the effectiveness of their investment.

Mr Bryan Nye OAM FAIM
National President, Australian Institute of Management
President, Asian Association of Management Organisations
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The Australian Management Capability Index for 2014 was 69.0.

This result indicates that, on average, Australian CEOs and senior managers consider their 
organisations to be performing at less than three-quarters of their potential management 
capability. It also reflects a decline in assessment of management capability compared to last 
year (70.3) and the year before (71.1).

Overall, these scores suggest there is notable opportunity for improvement across a number of 
key areas of management capability. They also point to moderate, though consistent, downward 
movement in the assessment of management capability in Australia.

Figure 1 shows the results for each of the categories of the AMCI for 2014 and the previous year. 
Areas where CEOs and senior leaders rated their capabilities highest were Integrity and 
Corporate Governance (85.6) and Financial Management (76.0). The lowest index scores were 
recorded for Innovation – Products and Services (65.8) and Organisation Capability (65.3).  

Of particular concern were falls over the last 12 months across a number of key capabilities, 
including External Relationships (-2.9 per cent), Visionary and Strategic Leadership (-2.8 per 
cent) and Results and Comparative Performance (-3.8 per cent). 

Whilst the high assessments given to capabilities around corporate governance and financial 
management are encouraging, the results suggest a trend of under-performance in capabilities 
related to innovation, organisation capability and visionary and strategic leadership. It appears 
that CEOs and senior managers are still struggling to apply the so-called ‘softer skills’, such as 
talent management and building cultures of innovation and continual improvement. These 
dimensions of management are, however, as important for organisational performance as others.  
Leaders need to address these areas of ongoing low capability urgently.

2 Categories are weighted according to their degree of importance to the total Index score. 
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OVERALL MANAGEMENT CAPABILITY CONTINUES TO FALL
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Figure 1. AMCI category scores, total score2 for 2014           and change since 2013.
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  3 Ma Zhaoxu, “China is Australia’s land of opportunity.” Australian Financial Review,  January 31, 2014.

Within each of the AMCI categories are questions that address specific aspects of management 
capability. These results give an indication of which particular capabilities CEOs and senior 
managers are performing or under-performing in.

In 2014 there were notable changes in a number of specific capabilities to the previous year. 
There were falls in capability relating to global thinking, performance and results and capabilities 
in the use of technology and external relations (Table 1).

GLOBAL THINKING, PERFORMANCE 
AND TECHNOLOGY CAPABILITIES ARE LOW

Table 1. Highlights of AMCI scores for specific aspects of management capabilities and 
percentage change since last survey.

Across the whole survey the biggest decline was in management’s assessment of their capability 
around global markets and global thinking. This is a worrying result, particularly as Australia looks 
to increase trade and investment ties with the Asia region. It is a serious concern that Australia is 
almost a decade and a half into the so-called Asian Century and our business leaders consider 
management to be only 54 per cent capable in terms of global engagement.

In an opinion piece in the Australian Financial Review earlier this year3, China’s Ambassador Ma 
Zhaoxu said that China’s outbound trade and investment will continue to expand with outbound 
investment expected reach $US500 billion over 5 years.  

Visionary and
strategic leadership
Management demonstrates 
an international/global 
perspective and has a good 
understanding of global 
markets and thinking

2013 2014

Change
-10.7%

Performance 
and Leadership
The organisation consistently 
meets its performance goals 
and has a track record of 
growth and continually 
improving performance

2013 2014

Change
-4.7%

Results and 
comparative performance 
Reflect on the key measures your 
organisation uses to quantify 
performance results (e.g. 
revenue growth) and rate your 
organisation’s current position

2013 2014

Change
-3.9%

Application of 
Technology & Knowledge
Management exploits 
information technology and 
brings about a 
knowledge-driven 
organisation

2013 2014

Change
-3.5%

External 
Relations
Management ensures the 
organisation has a positive 
external image through the 
building of effective relationships 
with all stakeholders including 
customers and suppliers

2013 2014

Change
-3.5%

People
Leadership
Management maintains a culture 
supportive of today’s employee 
values – not stifled by structure 
and hierarchy

2013 2014

76.0

60.3 53.8

67.8 65.5 72.7 70.1 68.8 70.5

69.8 66.6 68.9 66.3
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  4 Commonwealth Treasury, 2010, Australia to 2050: future challenges (The Intergenerational Report), Canberra: Commonwealth Government.

The extent to which Australian companies can capitalise on this significant regional opportunity is 
directly linked to their capability for global thinking and engagement. Clearly, Australian CEOs and 
senior managers have much work to do in this regard.

There were also falls in two specific capabilities related to performance. Managers indicated that 
compared to last year their organisations are less likely to be consistently achieving performance 
targets and they rate their overall current performance lower.  

Declines in management’s assessment of their capability with technology and external relations 
are another disappointing result. Considering the massive global shift towards online and mobile 
engagement with customers and stakeholders, Australian organisations should make it a priority 
to address their capability in these key areas.

While not shown in the above table, it’s worth mentioning the subcategory 'Human resource 
planning is an integral part of the annual business planning process' also scored very low (62.1). 
With the labour market projected to tighten over the coming decades4, human resource 
management and succession planning must be central to business planning. 

The one specific capability that showed an increase of more than 2 per cent over last year’s 
survey was in relation to the maintainence of a supportive culture. It is encouraging to see 
positive, albeit marginal gains in this important management capability, as there is clear evidence 
of a strong relationship between organisational culture and performance, particularly considering 
that capability in relation to People Leadership overall is low (67.1).

An analysis of AMCI results by industry reveals a wide variation in the management capabilities 
between different sectors and between organisations of different sizes in terms of employees and 
turnover. 

A number of industries recorded above average scores for the AMCI in 2014, including Insurance 
and Finance (75.6) and Health (73.3).  

Manufacturing was the lowest (65.5), which is understandable given the challenges facing that 
sector. But surprisingly, professional services also recorded a low AMCI of 67.2, a fall of 5.7 per 
cent on its score in the previous survey. Education, in contrast, rose 6.8 per cent from a low of 
64.3 in the previous survey to 68.7 in this survey.

There was a substantial variation in the AMCI scores for organisations of different sizes. The 
smallest organisations in terms of number of employees (25 or fewer) rated their management 
capabilities the highest (71.2) while the large organisations (500 or more) rated the lowest (63.7).  
Both showed year-on-year declines of 1.4 per cent and 3.9 per cent respectively. The biggest fall 
was 7 per cent for organisations with 101-200 people.

In terms of size by turnover, organisations with low total turnover (up to $10 million) rated the 
highest AMCI score (70.2). Large organisations by turnover ($200+ million) had an average score 
(67.4), representing a modest improvement of 1.7 per cent year-on-year. The lowest score was 
for organisations in the $101-$200 million range (64.9), representing a year-on-year decline of 
12.1 per cent.

It seems that smaller is indeed better when it comes to assessment of management capability in 
Australia’s organisations.

WHICH INDUSTRIES AND KINDS OF ORGANISATIONS ARE 
MOST CAPABLE? 76.0
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An analysis by the managerial level of respondents reveals one of the most interesting findings of 
this year’s AMCI survey.

Second and third level managers rate their organisation’s management capability 7.1 and 14.0 
points lower, respectively, than CEOs and MDs. Third level managers experienced a substantial 
7.4 point fall in their assessment of management capability since last year’s survey (Figure 2).

While it is not uncommon for CEOs’ perceptions to be more optimistic than middle managers, 
the extent of this disparity and the recent collapse in confidence among middle managers is a 
serious concern for Australian organisations, regardless of size or industry. 

Middle management is responsible for implementing much of the strategy developed by senior 
management and boards. If this layer of management is not confident in its capability to imple-
ment strategy, then there are likely to be significant ramifications in terms of the organisation’s 
performance and results.

These findings support recently-released research by AIM and Monash University. That study 
found that middle managers are significantly underperforming across the range of key indicators 
including people management, communication and leadership, as rated by their (non-middle 
management) colleagues. It also identified that middle managers have a false confidence about 
their own ability to ‘manage other managers’ - just 27 per cent of them say their skills are aver-
age or below. Yet, over half of their colleagues (64 per cent) gave them an average/below average 
rating for this skill.

In the AMCI survey, CEOs and MDs had a more optimistic view than did their middle managers, 
although their assessment of their organisation’s management capability is still only 72 per cent 
of what it could be. This indicates there is scope for business leaders to initiate improvement 
across a range of management capabilities, particularly those involving middle management.

MIDDLE MANAGEMENT RATES CAPABILITIES 
MUCH LOWER THAN CEOS

Figure 2. AMCI scores and by management level for 2014 and 2013.

Level 1:
CEO/MD

Level 2:
Reports to CEO/MD

Level 3:
Reports to Level 2
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-8.3%
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The latest AMCI results show the management capabilities of Australian organisations is generally 
low and declining. 

Two results in particular should motivate CEOs and senior managers to action. First, is the score 
of 53.8 for ‘Management demonstrates an international/global perspective and has a good 
understanding of global markets and global thinking’, particularly given it represents a significant 
decrease on what was already a low score from the previous year (60.3).

Our future success in the region will depend on strong management capabilities in global 
engagement and these results suggest Australian organisations are aware of the urgent need to 
improve in this area.

The second concerning result is the significant gap – more than 14 points – between the view of 
CEOs and middle managers in relation to management capabilities. Clearly, middle managers  
believe their capability to deliver what is expected of them has markedly deteriorated compared 
to last survey.  

Furthermore, Australian organisations also need to address gaps that are and will increasingly be 
critical to success in the twenty-first century environment: digital transformation, adaptive leader-
ship, the capacity to keep pace with change through innovative practice and the overall perfor-
mance of the organisation.

While the AMCI results indicate that CEOs and senior managers recognise their own capability 
gaps, the question remains “what are they doing to address them and will that be enough?”

The Australian Institute of Management strongly encourages Australia’s business and institutional 
leaders to increase investment in addressing the management capability gaps in their organisa-
tions, particularly in relation to middle management. 

Without stronger management capabilities at both senior and middle management levels, 
Australian organisations will struggle to make the productivity gains necessary to grow our 
post-commodities boom economy, or compete in a global economy finally starting to wake from 
its post-GFC torpor.

WHERE TO NOW?

Benchmarking your performance

AMCI results can be used by individual organisations to benchmark their own performance.  
They can measure themselves in 10 categories (45 subcategories) and compare their results 
against other Australian businesses, breaking it down by industry, size, or type. 
The analysis will highlight areas of management capability where they are under or 
over-performing in relation to their industry or sector peers.  The ongoing (annual) nature of 
the AMCI survey allows organisations to also track their performance over time and adjust 
resources and effort accordingly.

For more information contact:

76.0

AIM National Office
enquiries@aim.com.au
+612 6120 1911
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Table 2:  Definitions for each of the ten categories that make up the AMCI are as follows:

The Australian Institute of Management is a not for profit entity that promotes the advancement of 
education and learning in the field of management and leadership for commerce, industry and 
government. Across Australia, AIM builds managerial capacity by providing opportunities to learn, 
develop know-how and better understand practical management. We do this through a range of 
services in business and management training, events and seminars, coaching, research and 
publications, supported by a specialist management information resources.

AIM enjoys the support of more than 20,000 personal members and 3,000 corporate members, with 
280 staff nationwide, a network of first rate office and training facilities and a commitment to 
Australia's business future. AIM holds the presidency of Asian Association of Management 
Organisations (AAMO), which is the pan-regional peak body for professional management education, 
representing 15 countries and over 130,000 corporate and individual members across Asia. 
Five of its members are in Australia’s top 10 countries with which we trade.

VISIONARY AND STRATEGIC 
LEADERSHIP

INNOVATION — 
PRODUCTS AND SERVICES

INTEGRITY AND 
CORPORATE GOVERNANCE

RESULTS AND 
COMPARATIVE PERFORMANCE

Articulates a clear and inspiring 
vision for the organisation and team, 

and identifies best ways to move towards the 
organisation’s vision, mission, objectives and 
goals while at the same time taking into 
account the needs of all stakeholders. 
Demonstrates a global perspective and 
understanding of global markets and global 
thinking.

Ensures an achievement oriented 
organisation and team that is able to 

manage risks and constant changes, while 
consistently striving for performance 
excellence and continuous improvement.

PERFORMANCE 
LEADERSHIP

Practises sound and effective 
financial management of the 

organisation. Leads and manages the 
organisation to consistent performance 
improvements and profitable growth.

FINANCIAL
MANAGEMENT

Brings about a knowledge driven 
organisation that understands and 

exploits information technology and 
knowledge management to improve 
performance of organisation.

Encourages continuous innovation in 
products and services in creating new 

value for the organisation.

Builds effective relationships with all 
stakeholders and develops and 

maintains networks and spheres of 
influence.

Consistently adheres to ethical 
principles having set specific rules 

and procedures for making decisions on the 
organisation’s affairs. Has an established 
standard of ethical behaviour for directors and 
stakeholders based on trustworthiness and 
values that are accepted or upheld. Adheres 
to legislation, regulations and guidelines in 
administering the business of the organisation.

Measures and monitors business 
performance and goals as the key 

performance indicators and scorecard of the 
organisation. Recognises that performance 
results are the most important measures of 
management capability.

APPLICATION OF TECHNOLOGY 
AND KNOWLEDGE

Makes human resource planning, 
talent management and development 

an integral part of the organisation. Maintains 
an open structure that encourages growth and 
empowerment of its people.

PEOPLE
LEADERSHIP

Builds a culture of innovation and 
research with emphasis on continual 

improvement and learning both for the 
individual and organisation. Maintains a 
‘boundary-less’ organisation with effective 
application of best management practices to 
achieve organisational goals and objectives.

ORGANISATION
CAPABILITY

EXTERNAL RELATIONSHIPS


