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“Whether one likes it or not, elites play a big role in a nation’s success or
T@R. 71.cy can promote all-round well-being; but they can also be
exploitative, stalling the nation’s overall progress. The newly created Elite
Quality Index (EQx), under the academic leadership of the University of
St.Gallen, is an exciting experiment in scoring and ranking the quality of

elites in different nations. [ SRIOHICHNDOICHIGINDINN Ol INCpE

Kaushik Basu, Professor of Economics and Carl Marks Professor of
International Studies, Cornell University, Ithaca, United States

Former Chief Economist of the World Bank
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“Mainstream economic theory might have reached its limits in terms of practical
application. Fiscal stimuli packages have indebted many countries, while monetary
policies have given rise to the bane of inflation. At the same time, sustainable value
creation at the micro-level is all too often ignored in macroeconomic policymaking.

In China we believe that R lISCONICH OIS CCCv e R
S eSS P DO NCTIS I CXCCONONNCIICCIOPMIEHI. 1 </01ms must then be
based on adjusting the incentive system so that elite business models create rather
than transfer value. The elite theory of economic development provides a framework
S G e DI SN OMPICKMRAREROI . require state capacity

while at the same time referencing culture and history. Comparing countries based
on elite quality and their creation of value is both innovative and difficult. The Elite
Quality Index (EQx) is a first valuable initiative in this direction and should inspire
debate between researchers, policymakers, and the concerned general public across
the world.”

Prof. Zhang Jun, School of Economics, China Center for Economic Studies,
Fudan University, Shanghai, China
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An international research project
|51 countries, |20 indicators
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Free download:

ELITE QUALITY ELITE QUALITY S
REPORT 2020 REPORT 2021 g
EQx2020: . Sa g | ELITE QUALITY
https://papers.ssrn.co % Ll : REPORT 2022
m/sol3/papers.cfm?ab A COUNTRY SCORES
stract_id=3676776 o | AND GLOBAL RANKINGS
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EQx2021:
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stract_id=3845376
EQx2022:
https://papers.ssrn.co i
m/sol3/papers.cfm?ab i

stract id=4085752
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Opinion: How Elites Could Respond to
Populist Backlash Against Intellectualism
Post-Pandemic

By Tomas Casas Klett and Lee Howell
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* Elites understood as (elite) business models
* Characterized by coordination capacity (size matters)

* Human & economic development requires elite quality

L 1IN

07 covip-19 =
= VACCINE =




I8

ELITE QUALITY

INDEX

High quality elites enlarge “the pie”

/

The economy

Elite Quality: Low

Grow the slice

Elite Quality: High

/

Grow the pie
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Elite business model activity types
(potential wealth accumulation)

Not all elite
ousIiness
models are
the same

Value creation
Producer of first-order activity

Value extraction
Transferee of second-order activity

Production

Specialization

Exchange

Productivity enhancements
Incremental innovation
Radical innovation

Human capital development

Value co-creation
incl. crowdfunding, social e-commerce, co-design

Exchange restrictions

incl. tariffs, non-tariff barriers, quotas
Regulation, licensing and patents
Discrimination

Corruption

incl. bribery, embezzlement, nepotism

Taxes and subsidies

Monopolies and cartels

Litigation

Environmental destruction

Criminal activity
incl. theft, extortion, murder
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Inflation

S

Produces winners and losers, so its an elite business model

1. EQx2022 shows a positive correlation between lower inflation
and a lower government debt to GDP ratio (DBT, iii.9). Why?

v’ Because elites of indebted governments pressure their central
banks for monetary expansion, which then leads to inflation

2. Negative correlation between Inflation control (DOI, iv. 11) and
tax moderation (DTR, iii.8).

v If a political elite wants to subsidize the poor and troubled
SMEs, they should tax the rich rather than future generations

3. Collective bargaining coverage (CBC, ii.4) and a higher
Unionization rate (UNI, ii.4) negatively correlate with inflation

v’ Trade unions coordinate towards more disciplined policies

J

2021 fiscal deficit: 12.4% of GDP
Current inflation: 8.5% inflation

2021 fiscal deficit: 3.1% of GDP
Current inflation: 1.5% inflation

10
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The richest countries are those with ...
(finish sentence)

(luck aside ... Singapore, Switzerland, the United States)

THE LIFE
AND LEGACY OF
DOUGLASS NORTH

Greatest institutions &

“the rules of the game in a society [...] the humanly devised constraints”

(Institutions, Institutional Change and Economic Performance. Cambridge University Press. North 1990, p. 3)
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Elite quality and economic developement

|. Institutions determine busienss models (what you can/can’t do)

2. Elite business model preferences determine institutions

3. Elites business model preferences determine economic developement

Elite Quality

Elite business model
value creation

+« —»

Institutional Quality

Elite business model
rules

7

Human & Economic
Development

Performance

N\
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If the elite theory of economic development
(ETED) is right, there are policy implications

Economic Economic policy Economic policy
theory levers mix

: ( 4 9
Mainstream Orthodox measures =
©
i ' Monetary mass @
Keynesugn, neoclas_smal ! ry ) Monetary policy =
synthesis, monetarism =
R e e i e s i Ee S S Y §
i Econometric models | Aggregate demand [ Fiscal policy J @
Nonconventional ) Structural reform v
Aggregate supply @
Elite theory of economic . g IhatitonalEhanss 2
development (ETED) 9 g
--------------------------- : : - o
Value creation models 3 Ineeniye system ) Elite business s %
___________________________ model transformation o
J \ A

13



ELITE QUALITY
INDEX

Elite Quality operationalized

Level 1
Index (x1)
EQx

Level 3
Pillars (x12)

Level 2

Sub-Indices (x2)

Power & Value

Index Areas (x4)

Political Power & Economic Power,
Political Value & Economic Value

Level 4
Variables (xN)

Aggregation level Method Weights
Sub-index Within EQx Within EQx
Sub-index I: Power CD1 33.3% 33.3%
Sub-index II: Value CD1 66.7% 66.7%
R RS LR LR RERERERLE D ACATRREEEE ki O
Sub-index I: Power
i. Political Power CD2 33.3% 11.1%
ii. Economic Power CD2 66.7% 22.2%
Sub-index II: Value
iii. Political Value CD3 33.3% 22.2%
iv. Economic Value CD3 66.7% 44.4%
R R RRLEEEREEREEREE it ki O

Sub-index I: Power
i. Political Power

i.1 State Capture BAP 36.0% 4%

1.2 Regulatory Capture BAP 37.0% 4.1%

1.3 Human Capture BAP 27.0% 3%
ii. Economic Power

ii.4 Coalition Dominance BAP 21.0% 4.7%

ii.5 Firm Dominance BAP 23.0% 5.1%

ii.6 Creative Destruction BAP 56.0% 12.4%

Sub-index II: Value
iii. Political Value

iii.7 Giving Income BAP 36.4% 8.1%

iii.8 Taking Income BAP 36.4% 8.1%

iii.9 Unearned Income BAP 27.2% 6%

iv. Economic Value

iv.10 Producer Value BAP 29.0% 12.9%

iv.11 Capital Value BAP 34.0% 15.1%

iv.12 Labor Value BAP 37.0% 16.4%

e e e e, Wzthmpzl FERREEERE i EQx e
Indicator BAP See Report See Report

Note: Table indicates the underlying weighting method (Conceptual Deliberation (CD) or
Budget Allocation Process (BAP)) and the resulting weighting for each aggregation level.
The within EQx weights anticipate the linear aggregation scheme. Percentages, rounded to
one decimal, may not add up to 100 due to rounding.

14
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Table 1: Summary of the uncertain input factors and their distribution

Re se a rC h : E e Distribution

factor

Xy Imputation of DU[1,2] where

[ ] [ ] [ ]
S tq t I st I C q I eva I U q t I o n missing values 1 = handling of missing values according to EQx2021 methodology,

2 = missing values fully imputed using predictive mean matching.

. X, Measurement DU[1,2] where
@ Spl‘ mger Link error 1 = original raw data is used,
2 = normally distributed random error with mean 0 and standard
deviation (std. dev.) equal to 1/5% of an indicator’s observed std. dev. is
added to raw data.

Original Research | Open Access | Published: 16 February 2022

. . . . . X3 Omission of U[0,1] where
How Meaningful is the Elite Quality Index Ranking? AR Bl  =ooindicatoexiuded,
indicators 1 2\ e
Céline Diebold & [(Q+1)'—(Q+1)) = exclude indicator I,
)
Social Indicators Research (2022) | Cite this article [ (Qil), 1] = exclude indicator I,.
491 Accesses | 1 Altmetric | Metrics X; Choicast DU[1,2,3] where

conceptual optima 1 = EQx conceptual optima where applicable,
2 = EQx optima plus one std. dev. of the indicator’s raw data,

Abstract 3 = EQx optima minus one std. dev. of the indicator’s raw data.
s 2 2 . Xs Normalisation DU[1,2] where (prior to rescaling, values to range from 0 to 100

The Elite Quality Index (EQx) attempts to measure the propensity of elites—on aggregate—to scheme 1 E[EQL normagli]sation, & 8 )

create value, rather than to rent seek. The index has attracted worldwide media and press 2 = MinMax.

attention. In their articles, journalists have based their analyses primarily on their own Xe Weighting scheme DU[1,2,...9] where

1 = EQx weighting,
2 = equal indicator weights (Altern. 1),
uncertainties underlying some of the assumptions made in the index propagate to the country 3 = equal pillar weights (Altern. 2),

: : B ; 4 = equal indicator and pillar weights (Altern. 3),
rankings? We conduct a global uncertainty and sensitivity analysis (UA and SA) of the EQx § = equal indicator, pillar and index area weights (Altern. 4)

and compute Sobol’ first and total order sensitivity indices using state of the art estimators, in 6 = equal indicator, pillar, index area and sub-index weights (Altern. 5),
7 = equal final indicator weights (Altern. 6),
8 = Sub-index Power & Value at 0.25 & 0.75 (Altern. 7),

ranking. The UA suggests that the EQx ranking of 2021 (EQx2021) is largely stable for the top 9 = Sub-index Power & Value at 0.5 & 0.5 (Altern. 8),
10 = equal index area and sub-index weights (Altern. 9).

countries’ position in the EQx ranking. But how meaningful is the EQx ranking? How do the

order to scrutinise the implications of index assumptions and assess the reliability of the EQx

50 countries, but exhibits considerable uncertainties especially for middle and lower

. . o . o T X7 Aggregation DU[1,2] where
performing countries. The SA highlights the handling of missing data, the normalisation Scheine 1 = EQx aggregation (linear),
process and the weighting scheme as most important methodological choices, while the largest 2 = geometric aggregation at sub-index level.
potential for improvement is observed in how raw missing indicator data is handled. Note: U stands for uniform, and DU indicates a discrete uniform distribution.

15



%) ELITE QUALITY
# 1 INDEX
2 ) PanelEQx

How has Elite Quality
evolved over time?
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EQx Sub-Indices EQx Sub-Indices
ELITE QUALITY Power (1) Yalue (I1) Power (1) Value (I1)
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SWEDEN
Country Score 64
Global Rank 6
Leading the NextGen
B EQx-Barometer;
blessed is the Swedis|

. Country Score 63.4 -
+ Global Rank 8 o
Falling five places from its
~ Top 3 position in 2021;
‘assign of a worrying trend
or is 2022 an outlier?

GERMANY

Country Score 62.7
Global Rank 11

Solid performance,

but elite transfqrmcﬁonal
leadership is urgently needed

UNITED STATES
Country Score 61.8
Global Rank 15
Falling from 5" to 15"
position overall;

a shocking decline with extractive
business models on the rise
despite phenomenal checks

and balances on elite power

JAPAN

Country Score 61.2
Global Rank 18

A highly civilized society
with ineffective leadership

— CHINA
Country Score 57.9
Global Rank 27

S

»

MEXICO A powerful elite system
Country Score 48.8 keeps on delivering value,
EOx Global Rank 65 with state capacity deeply
Count A world economic power rooted in history and culture
Scoresry where elite qualiii\zhould
h not be going backwards
= RWANDA
Country Score 52.6 INDIA
" Global Rank 44 Country Score 45.4
The highesr runking African Global Rank 97 )
country for the second A remarkable runkln'g i
consecutive year and now improvement; can elite B <
also the best low-income . quality mqmen;um S :
60 CHILE country; showing great be maintained?
Country Score 54.2 promise as a political
Global Rank 41 economy benchmark for
From the highest quality emerging nations
55 elites in the region
to just another ISRAEL SINGAPORE
Latin America economy? Country Score 65 Country Score 68.7
Global Rank 4 Global Rank 1
Balancing the present Country rankings AUSTRALIA <
50 and the future, elites change, yet for three Country Score 65.2
are creating a massive ‘years running there has Global Rank 3
amount of value for been only one elite Moving up from 9th to 3rd
this generation quality global leader place overall; exhibiting
45 nd the next stellar performance and down

under resilience during
the pandemic

19
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The Abbey Library of St.Gallen (Stiftsbibliothek) in Switzerland has roots that can be fraced back
to medieval times, serving as a repository of knowledge for over a millennium.
Luca Zanier Photography, Corridors of Power Project

Executive Summary

Elite Quality is Sustainable Value Creation

What are the main findings of the EQx2022?

1.

Elites are an empirical inevitability, dominating all politi-
cal economies. They provide the necessary coordination
capacity for an economy’s resources, whether human,

financial or knowledge based.

High-quality elites run Value Creation business models
that give back more to society than they take. Low-qua-
lity elites do the opposite and operate Value Extraction
models based on value transfers.

Singapore (rank # 1) and Switzerland (rank # 2)
retain the two fop positions for the third year running.
Both are leaders in the Value Sub-Index, their respective
weaknesses being Political Power for Singapore (rank #
20) and Economic Power for Switzerland (rank # 15).

Smallis beautiful when it comes to Elite Quality. Excelling
this year are Australia (rank # 3, up 6 places), Israel
(rank # 4, up 3 positions) and Canada (rank # 7, up
4 places). Of the countries in the Top 10, only the UK
has a populdtion larger than 30 million.

The UK (rank # 8) and US (rank # 15) are EQx2022
surprises, having dropped many places (down 5and 10
places respectively). The reason for such precipitous falls
is not because of overly dominant elites as Anglo-Saxon
checks and balances remain robust (EQx Power Sub-In-
dex, rank # 4 and # 1 respectively). The fundamental
problem is that Anglo-Saxon political elites are not crea-
ting enough value (EQx Political Value, rank # 17 and a
dismal # 66 respectively).
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EQx is the global political economy index

This is the 3 international ranking and measurement
of Elite Quality. The EQx2022 covers 151 countries
and uses 120 Indicators to describe the global
landscape of Value Creation and Exiraction during
the second year of COVID-19.

Elite Qudlity is an analytical framework designed to
inform policymakers in reforming and incentivizing
Sustainable Value Creation and elite business model
transformation.

China (rank # 27) is the leading upper-middle inco-
me economy; Vietnam is the leading lower-middle
income country (rank # 38), and Rwanda is the top
low-income country (rank # 44). All three are posited
to see further growth based on the Value Creation of
their elite business models.

EU countries do not particularly distinguish themsel-
ves as EQx2022 leaders, although three countries
make it into the Top 10 (Netherlands, rank # 5,
Sweden, rank # 6, and Estonia, rank # 10).
Germany has improved by 4 places from last year
(rank # 11), a solid but not outstanding performance.

e NextGen Value Creation B ter, de-
veloped in conjunction with the St.Gallen Symposium
(see page 4), reflects value transfers across genera-
tions. The NextGen country rankings differ from tho-
se of the overall EQx and point to the need for an
‘intergenerational contract’ to ensure that the present
generation desists from exiracting value from future
ones. Human, natural and other forms of capital form
a legacy to support an inclusive future.

Latin America has a clear winner in Chile (rank #
41). Certain small countries in the region also do well
irrespective of their political system—see Panama
(rank # 47) and Cuba (rank # 50). The largest eco-
nomies urgently need to improve their Elite Quality if
they are fo develop, including powerhouses such as
Mexico (rank # 65) and Brazil (rank # 81).

Leading Latin American Countries
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Main findings (1/3)

I. Singapore (rank # |) and Switzerland (rank # 2) retain the two top
positions for the third year running, despite many changes across the EQx

o Both are leaders in the Value Sub-Index

o Weaknesses are Political Power for Singapore (rank # 20) and Economic Power for
Switzerland (rank # 15)

2. Small is beautiful when it comes to Elite Quality? Excelling this year:
o Australia (rank # 3, up 6 places)

o Israel (rank # 4, up 3 positions)

o Canada (rank # 7, up 4 places).
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Main findings (2/3)

* The UK (rank # 8) and US (rank # 15) are EQx2022 surprises, having dropped many
places (down 5 and 10 places respectively).

* The reason for such precipitous falls is not because of overly dominant elites as Anglo-
Saxon checks and balances remain robust (EQx Power Sub-Index, rank # 4 and # |
respectively). The fundamental problem is that Anglo-Saxon political elites are not
creating enough value (EQx Political Value, rank # 17 and a dismal # 66 respectively).

UI"IIl'Od States Population 329 million @
GDP (nominal) 20'894 billion USD
EQx2022 Couniry Scorecard " T
EQx Rank / 151 EQx Score
Level 1 - Index 15 61.8 High Quality Elites
EQx Sub-Indices EQx Index Areas
Level 2 - Sub-ndices &
. 1 I
Rank / 151 Score Rank / 151  Score Rank / 151  Score Rank / 151  Score Rank /151  Score Rank / 151  Score

1 72.6 29 56.3 10 76.8 2 70.5 66 50.3 21 59.3
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Main findings (3/3)

|. Top position, means growth ahead
o China is the leading upper-middle income economy (rank # 27)
o Vietnam is the leading lower-middle income country (rank # 38)
o Rwanda is the top low-income country (rank # 44)

2. EU countries do not particularly distinguish themselves, although three
countries make it into the Top 10

o Netherlands, rank # 5; Sweden, rank # 6; Estonia, rank # 10
o Germany improved by 4 places (rank # | I), solid but not outstanding performance

o In Italy (rank # 40) politicians are less powerful than dynastic capitalists; hence, and
quite strikingly, they produce more value; Political Value # 25 vs. Economic Value # 56
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Introduction

* Synergistic collaboration:
St. Gallen Symposium and

EQx team

* Basic concept: Value
creation and depletion for
the next generation

* Unique cross-country
measurement of
intergenerational fairness

Visual 1.3: NexiGen Value Creation Barometer, 5 categories and 20 component Indicators.

6 NextGen
Value Creation
BAROMETER
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Innovation
and Technology

iii.9_EPI Environmental
Performance Index

iv.11_DOI Inflation

iii.7_EDU School life
expectancy

iii.7_LEW Llife expectan-

Cy women

iii.7_INT Internet access

iii.9_CDO CO2 emissions

(metric tons per capita)

iii.9_DBT Government
debt as % of GDP

iii.7_UNV Top universities

iii.7_LEM Life

expectancy men

ii.6_ENT

Entrepreneurship

iv.12_YUN Youth

unemployment rate

iii.7_PIS PISA mean score

iii.8_SUI Suicide rate per
100,000 people

ii.6_RND R&D
as a % of GDP

i.1_MOD Social mobility

(downward)

i.3_AFl Academic
Freedom Index

iii.8_ SUB Death rates
from substance use per

100,000 people

ii.6_VCK Venture capital
finance

i.1_MOB Social mobility
(upward)

iv.10_HEI Health
Efficiency Index
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Findings and analysis

* Intergenerational value relationship is
a distinct social phenomenon,
warranting attention, research and
action

* A comprehensive view of the inter-
generational relationship, highlighting
what works and what doesn’t. E.g.,
see New Zealand, Australia, Japan

e Basis for action towards a New
Generational Contract
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EQx Country Scorecards: A unique tool to
omy and society

inte

Switzerland: The right policy mix for an
exogenous pandemic shock

As won the case kst yeor, Switzerkand scores etremely high-
Iy i the ECX2022 (rork # 2). The some fockors contibute fo
this oversl posiive pichire: & vary weclly courtry wih
atong internaticnad orisatction, it ciizens beneliting from o
high quality of e that con be roced 10 o surbar of drives,
wuch o3 economic ond politicol sobilty, foverable business
conditions, and o high level of snvitonmantal quality.

Fox the fiest 5me, scme comparisons of Eliss Guoliy con now
b mode over me, olbast in o limited masser. Slorsng wih
the ccunty's parlomance derieg #a pandemic, the picture
looks somewhat brigher then last year. While Switzerlond's
hoabhs scores have remained mediocrs given i weath ond
the high cont of s baclthsyatees [COVID-19 wxcess deaths,
ageadjusied, COV, .7, ronk # 26; COVIDI9 fotoliies,
ogeodiused, COF, .7, rork # 20}, i citizens hove en-
joyed on exceptionally high degree of freedom in the sec-
ond yecr of the pondamic {some might say too hight. The
COVID19 voceination ok & low by infernational sian-
dords VAX, 16.7, rask # 49] but cbsceres two ospects of he
Couniry’s voccinaton campaign tha kagt morclity rates kow
daspite delays in the booster phosa. Firs, the winerobls, es-
paciclly the eidedly, ware comeed very well, Second, Swit-
2erkond focused on high qualty mRNA voccines hat were
ralled out relosively quickly.

A yeor on, # is possible 10 gel o clearer picture of e eco-
nomic wppor measres ot were implemented, sch o
quickly avalloble credit knes 1o firms and the extensica of
poritime working benefts, that show on odvordogeows
costbenafit rato. With o similor downtum in GDP, Switzes
lond spect 2.5 Kmes less per copito 0n support measures
thon the US. In rekospect, the fecr thot recovery from the
posdemic would be slower than afier the 2008 financial crh
sis i ot mcterichze. Whie surprising ot firs, this s mow
liknly doe 10 the foct that this was on excgessus shock ond
ot coused by nvinaic problems wihin the financial system.

Imporiont for longeun growh, Switzadond tops the lat of
coutries with the kowest number of school days lout 1o
COVIDIS in the second yeor of the pandemic [CLS, 1.7,
rank 2 1), Lot bt net least, the cosniry's instivions of di
OVID-19

Chagt 4: 1072 Avclysh ond Itepreicsion

logilation that both passad with o sclid mojority) seem to
harve amencted the disconnaction between populatcn cnd
ok veos eliseriud &

y
the pondemic. Poltical Powes, |, rank # 7; Economic Pow.
o, &, ronk # 15; Poliscol Valve, Iii, rank # 2; ond Econcm-
ic Vakia, Iv, ronk @ 2). Disruptions duriag the subsequent
waves of the pondemic did not jeopordize the imperiont
economic ond politicol volues upon which Swiss elites have
broilt thair Volue Creation business maodels.

In torms of cther lndicators, Switzerdond's sanding s 1e
morkobly sioble with o few noloble exceptions. The
EGx2022 dugloys o sionger concentraton of lorge fims
o8 reflected by Rop 3 indusines axparts os % of GOP [iE,
4.4, ronk # 75) oad Top 10 firms markee cap as % of GOP
[FKG, (1.5, ronk # 85). Whather $is Is @ temparory phe
nomence caused by e pordemic o o permanent change
remains 10 be seen. The couriry hos o lower score for Un-
earned Income (4.9, but is 44l ot rark # 1, despile 1o the
inclusicn of raw indicatrs such 0 Criminal morkets {CRM,
.9, ook # 47) ond CO2 embsions [CDO, 1.9, rark #
81) where Switzerkand fores raher pocorly. Telingly, given
the sirceg globol rise i Inflotion {DOX, iv.11). the most 1pec
toculor change in fhe cowniry's parfomance is 1 [ump from
#81in 2021 10 leading the globol lst

In the woke of new emerging globol challanges, the ques
tion is how walkgropared Switzedond is o cope with arcth.
o criis. Overal, fhe EQN2022 suggesh that the county's
relotive

srong
Ecomsmic Vo parformance [1v, ronk # 2), 0 high level of
Crective Desiruction 16, rank # 10, imporicnt RAD actie
s ROR. 7 10, 10mk # 1] ond the shoring of economic
banelis with workees (lobor Vabos, iy 12, ronk # ).
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W N 4o of he

sate and see 1 a3 @ Leviathan with o Woking hond, downgiay
ing It Boueishing role o the helping hand. tskecetingly, Chi-
no's powerfdl siote is not only o driver of Chino's economic
succens, bt oho am ogent of change. Chin's system odaphs
‘ond odjusts #o changing exsernal conditons and cossioints
{olthough e Government rsponsveness 1o chonge, RIC,
L1, of ronk 8 44 could il b higher], Whot is essentcl i
that the powerhd eccnomic elbes—0s evidenced by fe low
Coaiton Dominance ronking (1.4, # 138}—ore not niouch:
oble, but quie the opposte. This s olso shown in fe Cre
ctive Desruction Pilor where China enjoys o rafher high
sccn 1.6, ronk # 4), Ching's alie wysem wppors o dysem-
o el

B3
newol. In foct, oae must understond that the Chinese model
‘ond the ogency of i slies Is deeply rocted in voditon. Foe
‘eignees woukd ot be so surprised of the pecuborties and fhe.
waorking model bebind Chiso’s rise # they hod 0 beser under-
stonding of e country's long history and i siate formotion.
some milennia ogo.

As historion Roy Heang sold, China is a poliicaly preco-

cious coustry ord brished the process of becoming o mod

aen s3ate 1,500 yoors bekore Euope did. Both Huang ond

Froncis Fukuyomo weee amazed by the excepsonally short

foodol raigra by the Chinese aristocrocy. The recacn wos

securiy: the tiny kingdoms tht peeceded empire were un.
§ os heanorth

sely om tham 1o fight ogainst theie poltical rivals, the local
ncbility. Thot is essernially the reason why copaalism cosld
ot emarge in oncient Ching despite ifs modeen 1ot instite
Hons. The ressk was e socolled ‘Great Divergence’, 0
the West indusirializad first ond averlook China.

Alter Gir's undication, thanks 12 i huga population ond o
chent bureoucrofic system, successive Chinese empies expe.
rianced long pariods of prosperty and omazing develop-
mects in science, techaslogy, and cultvre. However, ond
parhops out of complacency, Chin sealed el off rom the
vest of ha workd for hundreds of years, which led 1 i grod:

opable 9
mods ond could sol monage notrol disasters such o
Roods. The first Empara, Gin Shiwang, hod high legtimo.
<y for his polical undfication project o create o powerf,
centrokzed regime, the antecedent of foday’s modern gow
ernonce o3 defined by Max Weber. That inchedes o bureou-
crotic yysem bosed cn impersonal slection and incectives

- pystom. In com-
potison, Europe did not start o similar pobiticol modenizo-
Hon process usiil the 15th century. Nonetheless, China's po-
lincol preccchy ssfled scckeiol vitolty ond the rise of
acoenmic power and civilian mechonts, whateas ia frog-
marted Ewope, mecchonts ware okeody powariul befoce
s convolized stotes consoldoted. The kings of Eurcpe
covld act eliminate Base economic shtes, and even hod to

Chapher & EQx2072 Anclyss ond biwprvicin

vol decline. Chiso's the past 40 yeors demon
shotes thot it will grow economicolly if & bos the willngness
o the globol That

o Y
process s il ongoing and the ro0d aheod Intems of open
nass is il long 03 vorious Qi Indicates show. Teode free-
dom (TRF, iv. 10 rarik # 60}, Bomiers 1o FOI BTF, 1v 10, ronk #
9] o Econamic globoltzation [EGL, iv. 10, rark # 104).
Chino hos a long hiskry, ond &
ocies ore conducive b the quick rise of it economy. The fom.
iy emphas
d el hoh
propeeaily 1o save can both be Yoced back 1o Conbucion fro-
ditions. China oo owes much of its seccess 10 s inteigent
opachy chodes on eficient by
recucratic sy Today, mony eccnomies find growth ehs
sive becouse incompetent ond weok stofes connot prevent
cophure from interest groups oc suffer from rampont corrp:
ton. Therefore, ke anry theory of economic devslopment lo
moke seme in opplied erms, it must ervdogenize the behow
ot ond 1ole of politica eltes akong wih the principles of he
market economy. b this conted, e historicol viewpoiet of
siote capocity must not be cbvicted

ol

Prod. hun Zhong
Schood of Economics, China Center for Econcrmic Stdins,
Foddan Univensiy, Shanghal, China
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This year’s edited work’s contributors include:

Country Commentaries

Christian Keuschnigg
Sang Hoon Lee
Emiliano Heresi Toni
Zhang Jun

Beka Chedia

Cellne Dlebold

Guido Cozzi & Neha Gupta
Guido Cozzi & Silvia Galli
Etsuro Shioji

Ivén Valdovinos Hernandez
Jan Ketil, Janicke Rasmussen & Dag Dalen
Poland: With the transformation now completed, it’s time for elites to aim for excellence Mike Szymanski
Claudia Ribeiro & Oscar Afonso
ia: [ ing i i i Olga Cretu
Alwyn Lim
Monika Biitler
Maik T. Schneider
The United States: Some improvements mask a precipitous fall James W. Davis
Indicator Commentaries

Why smart elites should value transparent trade and investment policies Simon . Evenett

Food security in China: Great progress made with further improvements expected Zhou Weihua & Xu Weijie

State capacity, vaccination rates, and the paradox of selfish elites Guido Cozzi & Silvia Galli
The many must also create value José Antonio Clemente Almendros

Guillem Ollé Majé & Massimo Badi Rahmim
Alexander Tonn

Michael Hilb
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Singapore

|.  Value creation in largely driven by
economic globalization.

= Economic Value #1;Trade, FDI Indicators

2. The state plays a crucial role in
translating value creation to social
outcomes.

= Political Power #1; State capacity

3. Political and social stability offer
opportunities for value creation.

= Political Power “only” #20, powerful elites

EQx Rank / 151 EQx Score
1 68.7
EQx Sub-Indices
Power @ Value [@E
Rank / 151 Score Rank / 151 Score
14 65.1 1 70.4

Very High Quality Elites

EQx Index Areas

Taking Income

Creative Destruction s

=e==Singapore

Rank / 151  Score Rank / 151  Score Rank / 151  Score Rank / 151  Score
20 67.2 9 64.1 1 69.5 1 70.9
State Capture
== Labor Value Regulatory Capture
() Capital Value Human Capture
' ’ Producer Value Coalition Dominance -~
i
B
Unearned Income Firm Dominance

Giving Income

EQx2022 Average
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EQx Rank / 151 EQx Score
100 45.1
Bangladesh
Power Valve
Rank / 151 Score Rank / 151 Score
|. Elite system, pre-/post-197| BEN—- —
chasm, new political elites
Middle Quality Elites
" |nstitutional consolidation under way,
most improved in EQx (#126 to #100) EQKIfdexAeas
Polal Power - - Economic Value (v
. . Rank / 151  Score Rank / 151  Score Rank / 151  Score Rank / 151  Score
2. Barriers to Value Creation 127 346 04 426 o 55 104 447
" | ow Economic Value (#104) with closed
knit network and ownership patterns, it
plus “mainstream Elitism” ... but high tabor Valts (alatory Capture
POI't'CaI Va.lue (#4 I ) Capital Value

3.

Recommendations for elite
system transformation

= (i) empowerment, (ii) policy-making

Human Capture

Producer Value

Coalition Dominance -~ 53
HH

Unearned Income Firm Dominance

Taking Income Creative Destruction

Giving Income

EQx2022 Average =g=Bangladesh

32



~ INDEX

A

L) ) EQx2022

India

|.  State failed to provide sound education
infrastructure during COVID-19: combined
with worsening unemployment means value
extraction from the next generation.

= COVID 19 school lost days (CLS, iii.7, rank # |34);
Unemployment rate (UEM, iv.12, rank # 97)

2.  Threats to human rights, academic and press
freedom constrain the value creation of
intellectual capital.

= Political Power #73; Economic Value #137

3.  Middling scores in almost all women-related
indicators; must transform paradigm of
economic development on gender biases.

= Women's Power Index (WP, i.l, rank # 50); Index of
Women Entrepreneurs (WMAii.6, rank # 47)

EQx Rank / 151 EQx Score

97 45.4

EQx Sub-Indices

Power R Valve |@O @
Rank / 151 Score Rank / 151 Score

40 54.7 133 40.8

Middle Quality Elites

EQx Index Areas

Rank / 151  Score Rank / 151  Score Rank / 151  Score Rank / 151  Score
73 48.4 22 57.8 100 46.2 137 38.1
State Capture
= Labor Value Regulatory Capture
Capital Value Human Capture
Producer Value Coalition Dominance == s
i
Unearned Income Firm Dominance
Q
Taking Income Creative Destruction = ————mmmme
Giving Income

EQx2022 Average =g==|ndia
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Invest in Africa, EQx “predicts” growth
on the basis of the EQx scores and ranks

! ELITE QUALITY

Visual4.6: The EQx and GDP per capita (ppp, in current intern, USD, 2019 data)
Note: Orange dashed line indicates fitted linear regression line. Adjusted R-squared = 0,662

Spearman correlation coefficient between
GDP data retrieved from the World Bank. Random selection of country codes are printed in case of country overaps.

GDP per capita PPP in USD

EQx Scores and GDP = 0.764,

EQx Country Score

@
o

9

Visual4.8: Fitted value differentials for Sub-Saharan African countries as an indication of their GDP per capital (ppp) growth prospects
Note: Fitted value differentials are cakulated as the difference between the fitted value and the actual GDP per capita (ppp) value. (adjusted for ppp, in current infemn. USD).

EQx
Score 20k
range

10K
50
: __-.lIIIIlIII
- 10k

Residuals
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COUNTRY
SUSTAINABILITY
RANKING

Update — Summer 2021

Country Sustainability: Visibly harmed by Covid-19

) B ) (o)

Practical application of the EQx
Country risk and sustainability metric! Research required

ROB=CO E= Official Website of the International Trade Administration Here's how you know \/

Commonly used resources:

= TRADE EE For U.S. Businesses v @ For International Businesses v @ About ITA R Contact

Home | Assess Country Risk

* The World Bank’s Ease of Doing
Business country ratings.

Assess Country Risk

Understanding potential risks of a new market will allow you to adjust course or get help

1S PGt oy * International Monetary Fund’s
country information site.

* Country credit rating from

Country Factors to Research m aj or C red it ratin g firm S.
e Political Stability . o .
* Foreign Exchange Risk d EX-Im Bank Country leltatlon
e Economic Stability
e |Legal System SChedUIG.

° lntellt.ectual Property Protection Laws
il e OPIC Political Risk Insurance.

e Dispute Resolution Options

Source: https://www.trade.gov/assess-country-risk
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Firm-level ESG frameworks and metrics
Social and regulatory pressure towards sustainability disclosures

Larry Fink's 2021 ¢ 2 q v
letter to CEOs ’ . @ &
N UNCUMATE S 5l

2\ CHANGE
' CONFERENCE
" UKen2]

IN PARTNERSHIP WITH ITALY
ON ENVIRONMENT Score range
AND DEVELOPMENT 0.0 <= score <= 0083333

0083333 < score <= 066666

oo ojofe
% g

0366666 < score <= 0.250000
0250000 < score <= 0333333

0333333 < score <~ 0416666

o

REFINITIV,

DATA IS JUST ‘
THE BEGINNING”

0436666 < scoce <= 0.500000

— "Because better sustainability disclosures are in ot o3t

0583333 < score <= 0.666666

a ‘
. ) H ) : 0666666 < score <= 0750000 .
companies aswe Il as investors’ own inte rests, | T T S T V] 7 e per——Trs
0833333 < sc0re <= 0.916666 degree of transparency In reports > data public

urge companies to move quickly to issue them . -

rather than waiting for regulators to impose
ther’ —

- “More and more people do understand that

o @ o 0

climate risk is investment risk. ...When finance i i coverance
really understands a problem, we take that e o
. Dons| responsibility (CSR) strategy

future problem and bring it forward. That’s
what we saw in 2020, and what we’re seeing

” Of the 450+ ESG Metrics, 186 are used in the ESG scoring
now

ESG MEASURES

ESG METRICS More than 450 data points, ratios and analytics




‘Big’ global ESG standard Accounting standards
setting organizations and frameworks

* IFRS Foundation’s proposed amendments
“to the IFRS Foundation Constitution to

* Global Reporting Initiative (GRI)

* Carbon Disclosure Project accommodate the creation of an
International Sustainability Standards
(formally named) (CDP) Board (ISSB) to set IFRS sustainability
* Climate Disclosure Standards Stzndards'd e °
O Supported by the International Organization
Board (CDSB of Securities Commissions (IOSCO, the
) . umbrella “association of organizations that
* International Integrated Reporting regulate the world's securities and futures
Council (IIRC) markets”).
_ * The Financial Stability Board’s (FSB) Task
* EU Taxonomy for Sustainable Force on Climate-related Financial
Activities (Taxonomie) Disclosures (I CFD), for instance, is a
o . framework (rather than a standard) “to
* Sustainability Accounting improve and increase reporting of

Standards Board (SASB Standards) climate-related financial information.”
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https://www.globalreporting.org/
https://www.cdp.net/en/
https://www.cdsb.net/
https://www.aicpa.org/interestareas/businessindustryandgovernment/resources/sustainability/integratedreporting.html
https://ec.europa.eu/info/business-economy-euro/banking-and-finance/sustainable-finance/eu-taxonomy-sustainable-activities_en
https://www.sasb.org/standards/download/
https://www.ifrs.org/content/dam/ifrs/project/sustainability-reporting/ed-2021-5-proposed-constitution-amendments-to-accommodate-sustainability-board.pdf
https://www.iosco.org/
https://www.fsb-tcfd.org/

7o ) () &) (2
“Sustainability 2.0” at the business model
= “Sustainability 0.1” inspired by Carlowitz’ forestry

ousinessimodelactivity-types * ‘Sustainability’ was first coined several

Value creation Value extraction
Producer of first-order activity Transferee of second-order activity h u n d r'e d yea r's a go by a G e r'm a n
+ Production « Exchange restrictions

P s forester, Hans Carl von Carlowitz, in
oo | oo his 1712 text Sylvicultura Oeconomica,
« Incremental innovation + Taxes and subsidies to Prescri be hOW fo rests Shou Id be

+ Radical innovation + Monopolies and cartels
: Hunscpleldecopnt | ¢ Ligston managed on a long-term basis” (scoones,
« Value co-creation * Environmental destruction

incl. crowdfunding, social e-commerce, co-design 2007’ P 590)

« Criminal activity
incl. theft, extortion, murder

* We propose a sustainable value
creation rating that goes back to the
origins: the business model at the
analytical center.

4

Hannf3 Carl von CarLOWITZ

Sylvicultura oeconomica

Hausswirthliche Nachricht und Naturmiflige Anweisung zur Wilden Baum-Zucht
Faksimile der Erstauflage

Leipzig 1713

38



We'll be back

e 2022 is a most challenging year

. must be the
focus; extractive business models ought to
be transformed

 Elite will be
essential

* |deas, contributions, collaborations
are welcome!

“%() ELITE QUALITY
“7. INDEX
. ) EQx2023

ELITE QUALITY
REPORT 2023

COUNTRY SCORES
AND GLOBAL RANKINGS

Sustainable Value Creation
Global metrics for long-term economic and human development

oooooooooooooooo

......
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Session lll 11:20-12:00 Elites across
Disciplines: A Dialogue

()-{) ELITE QUALITY

L INDEX
) EQx2022




Z3:-aill GLOBAL LAUNCH EVENT

& SUSTAINABLE VALUE CREATION DISCUSSION

10:00-12:00 AM, 29t APRIL 2022 @SQUARE, Room 11-0111 University of St.Gallen + Webinar

Institute of Economics

Research Institute for
International Management A .
> > ¢/ FOUNDATION For
A SentTSanienta VALUE CREATION

Yu |
a University of St.Gallen ': University of St.Gallen



