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Germany: Solid performance, but outliers call
for transformational elite leadership

At first sight, the performance of Germany in the EQx2022
is, as one would expect, consistent with a leading nation
and the largest economy in Europe. Germany ranks at # 11
in the overall assessment of Elite Quality. Moreover, the
country’s ranking in the 2 Sub-Indices (Power, rank # 9, and
Value, rank # 14), and 4 Index Areas (ranks between # 11
and # 21) appear to be almost stereotypically German: no
cause for overwhelming cheers of joy but representing solid
and satisfactory performance.

These first impressions might be deceptive. A closer look at
the lower levels of the EQx multi-level infrastructure—the Pil-
lar and Indicator levels—exposes both the strengths and
weaknesses of German elite business models, denting the
overall positive impression, and revealing considerable
room for improvement.

The EQx framework views Power (rank # 9) as indicative of
potential future value extraction. While power does not neces-
sarily imply value extraction, there can be no value extraction
without it. Germany has robust political institutions and the In-
dex Area of Political Power (i, rank # 12) reflects this with rel-
atively decentralized Germany ranking # 1 in Control of cor-
ruption (COC, i.1), # 6 in Constraints on government power
(CGP, i.2) and # 13 in press freedom (PFD, i.1).

A different picture emerges, however, when inspecting the
extent that firms and individuals have been able to amass
Economic Power (ii, rank # 11). Firm Dominance (ii.5, rank
# 101) is a remarkable outlier, and exposes the fact that
Economic Power in Germany is relatively concentrated in
the hands of a few selected individuals, firms and industries.
For instance, Indicators such as Top 3 firms’ revenues as %
of GDP (FRG, ii.5) and Top 30 firms revenues as % of GDP
(FRR, ii.5) highlight the relative concentration of Economic
Power by firms, with Germany ranking # 67 and # 50 re-
spectively. Billionaires’ wealth as % of GDP (BIW, ii.5, rank
# 130) paints an even gloomier picture of the concentration
of Economic Power in Germany. Furthermore, Top 3 indus-
tries exports as % of exports (IEE, ii.4, rank # 31) and Top 3
industries as % of VA (IVA, ii.4, rank # 63) point towards a
small number of relatively dominant industries in the Ger-
man economy. The German Mittelstand, for many a key en-
gine of German prosperity and value creation, has much
less power than it ought to have given its contributions.

It is fortunate, however, that these relatively powerful organi-

zations and elite coalitions have largely refrained from utilis-
ing their power fo restrict Creative Destruction (ii.6, rank #
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11). In this regard, good performance in Indicators for Entre-
preneurship (ENT, ii.6, rank # 13), Firm exit ratio (EXR, ii.6,
rank # 13) and Venture capital availability (VCA, ii.6, rank #
4) are significant because they point to future value creation.

A more granular look at the second EQx Sub-Index, Value
(rank # 14), allows us fo inspect direct evidence of value
creation and exiraction through elite business models. Ger-
many ranks above average in terms of value creation in the
economy’s 3 markets: products and services (Producer Val-
ve, iv, rank # 40), the capital markets (Capital Value, iv,
rank # 27), and the labor markets (Labor Value, iv, rank #
15). Furthermore, Germany benefits from institutions devel-
oped in the political arena that, more often than not, create
value. This is true, for instance, in respect to education, as
is reflected in Top Universities (UNV, iii.7, rank # 18), PISA
Mean Scores (PIS, iii.7, rank # 17) and School life expec-
tancy (EDU, iii.7, rank # 17). This is also the case for some
health-related matters such as Life expectancy women and
men (LEW and LEM, iii.7, rank # 19 in both categories).

However, several unsettling outliers undermine Germany’s
overall solid performance in the EQx2022. Germany ranks
a lowly # 116 for Suicide rate per 100,000 people (SUI,
iii.8) and an even worse # 128 for Death rates from sub-
stance use per 100,000 people (SUB, iii.8). The EQx gen-
erally uses the most recent available data and for both of
these Indicators this is from 2019. In that year, Germany
registered roughly 12.3 deaths by suicide per 100,000 in-
habitants. Furthermore, between é and 7 persons per
100,000 inhabitants died from overdoses of alcohol or illic-
it drugs, such as opioids, cocaine, and amphetamines. This
indicates that the state tolerates, to an alarming extent, the
existence of some business models that extract the ultimate
form of value—life itself.

Overall, the German elite system fosters value creation over
extraction. The country rarely ranks among the world”s very
best in any area, pointing to a lack of exceptional and
transformational leadership from its elites, which are gener-
ally solid while nonetheless having some concerning blind
spots. German decision-makers will hopefully address is-
sues such as the overconcentration of Economic Power in
the near future in order to maximize the potential value cre-
ation of the nation and of Europe as a wholel.

Céline Diebold, Doctoral Researcher, Institute of Economics

(FGN-HSG), University of St.Gallen, Switzerland
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