ELITE QUALITY

& uox

This is a contribution from the following book:

ELITE QUALITY
REPORT 2024

The United Kingdom: A Further Slow Decline as
Political Instability Combines with Economic
Stagnation

Professor Sir Anton Muscatelli, University of Glasgow, United Kingdom

Cite as:

Muscatelli, A. (2024). The United Kingdom: A Further Slow Decline as Political Instability Combines with Economic Stagnation.
In T. Casas-Klett & G. Cozzi (Eds.), Elite Quality Report 2024: The Sustainable Value Creation of Nations. Zurich: Seismo.
hitps://doi.org/10.33058/seismo0.30892.3508

Published by Seismo Press AG, Zurich and Geneva in parinership with the Foundation for Value Creation.

©2024 the Foundation for Value Creation, St.Gallen, Switzerland, distributed under the terms and conditions of the Creative Commons license CC BY-NC-ND
(http:/creativecommons.org/licenses/by-nc-nd/4.0/).



https://doi.org/10.33058/seismo.30892.3508

96

The United Kingdom

Last year | highlighted the fact that the UK was grappling with
a period of political instability during its post-COVID econom-
ic recovery. | also pointed to the negative headwinds of Brexit,
which had become a drag on economic performance. During
2023, the economy continued to weaken. Tight monetary pol-
icy sought to control the inflationary surge of 2022-23, and
the fiscal policy space was limited by the slow economic re-
covery and higher debt interest costs.

In the EQx2023, the UK fell 5 places in the overall global rank-
ing and in the EQx2024, it has fallen a further two places—
now ranking #11 overall. This year saw poorer performance
in several areas. It dropped in both the Power and Value
Sub-Indices and across all Index Areas. There were particular-
ly precipitous falls in Political Power (i), Economic Power (ii),
and Political Value (iii).

In Political Power (i), the UK fell from rank #8 in the EQx2023
to rank #11 in the EQx2024. The UK has now dropped by 7
places over two years in this Index Area. The Human Capture
Pillar exhibits a particularly notable deterioration this year.
This seems less about any specific factor but a failure to im-
prove relative to other leading economies. For instance, of note
is the lack of improvement in the proportion of women in
senior and middle management positions (i.3, WMA) and
Religion —Government Restriction Index (GRI) where the UK
ranks much lower than its overall position.

In Economic Power (i, rank #11, falling from #6 in the
EQx2023), the areas of weakness seem linked to trade. For
instance, there was a marked drop for scores in the sub-indices
linked to major export industries (in ii.4). Despite some im-
provement in R&D spending (this was due to a re-estimation of
R&D spending in the national accounts, RND, ii.6) that im-
proved the UK’s ranking from #21 to #11, this was not enough
to outweigh other factors dragging the country down. Firm
dominance (ii.5, rank #136) remains an area of relative weak-
ness for the UK.

Chapter 4: EQx2024 Analysis and Interpretation

Political Value (iii) saw a major decline in the EQx2024.
The UK’s overall rank in this Index Area fell from #12 to #20,
more than reversing the gain of the previous year. Some of this
weakness was due to fiscal policy indicators like tax revenues
and fiscal spending. Some of the other major indicators that
slipped include the Deforestation rate (DER, iii.?, rank #80)
and Fertilizer usage kg per hectar (FUS, iii.9, rank #126),
suggesting that there have been setbacks in important areas of
the green economy. Interestingly, the UK also fell back in terms
of universal health coverage (SCl, iii.7, rank #4) and dropped
considerably in terms of its score for Top universities (UNV,
iii.7), falling from #12 to #35.

The UK’s performance in Economic Value (iv) in the EQx2024
is more in line with the previous year. In this Index Area its
ranking only fell one position, from #17 to #18. Here, the
main area of concern is the significant drop in the UK’s rank-
ing for Inward FDI as a % of GDP (stock) (FDS, iv.10) that fell
from #29 to #100. This is undoubtedly due to the continuing
impact of Brexit. The fall in the UK’s ranking for Labor produc-
tivity growth (LPG, iv.12, rank #81) is also very marked. The
UK is still struggling to recover its economic trend rate of
growth since the shocks of the 2007-2008 financial crisis and
the recent pandemic, and the constraints on trade and access
to skilled labor that have followed Brexit will only make this
harder to achieve going forward.

Professor Sir Anton Muscatelli,
University of Glasgow, United Kingdom



United Kingdom Population 67.0 million
GDP (nominal) 3'089 billion USD
EQx2024 Country Scorecard GDP per capita 46125 USD
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COR Political corruption 16 86.4 FsQ Global Food Security Index - availability, quality & safety 17 76.9
coc Control of corruption 13 95.1 GPS Expenditure on general public services as % of GDP (dev. fm 12 67.9
OPG  Open government n 93.1 GEX General government expenditure as % of GDP (dev. fmoptim 74 43.5
RTC Government's responsiveness to change 21 74.0 SNT Subsidies and transfers as % of expenses 86 40.1
EPR E-Participation Index 6 96.0 2 REG Regional redistribution as % of government budget 126 14.2
PFD Press freedom 22 80.5 5 E CsG Construction supply gap 1 66.9
NJK Nr. of journalists killed per 1 million people (2yrs avg.) 56 54.9 £ spo Social protection 27 822
= PDE Political decentralization 33 68.3 SFA Sanitation facilities 10 80.7
‘% g ADE Administrative decentralization 46 64.9 ELA Electricity access 1 65.1
3‘ PGL Political globalization 4 90.6 FOS Fossil fuel subsidies 29 72.7
WPI Women's Power Index 33 72.2 SuB Death rate from substance use disorders 126 25.4
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. CGP Constraints on government power 14 89.7 GCl Global Cybersecurity Index 14 86.4
52 re Regulatory quality 1 91.2 GEG Gender education gap (dev. fm optimum) 1 70.0
= S REN Regulatory enforcement 16 91.8 CRM Criminal markets 93 45.1
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WSsB Women self made billionaires 6 57.7 = CDD CO2 emissions embodied in domestic final demand per capita 38 45.8
WBL Women, business and the law 13 78.0 CDO CO2 emissions (metric tons per capita) 106 46.5
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CRA Criminal actors 97 4.3 FSA Global Food Security Index - affordability 10 78.8
SME SMEs per 1,000 people 34 474 HAI Housing Affordability Index 29 60.0
FAM Family business revenues as % of GDP 29 33.3 RTD Rail track density 42 43.4
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IWE Index of Women Entrepreneurs 8 74.7 DOI Inflation (dev. fm optimum) 90 54.6
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COM COVID-19 mortality rate, age-adjusted 105 325 FMI Financial Markets Index 1 100.0
COF COVID-19 fatality rate, age-adjusted 1 62.5 5 GCF Gross capital formation 14 31.5
SCl UHC Service Coverage Index 4 83.1 g' ] GOL Gold demand as % of GDP 5 68.0
PTR Pupilteacher ratio 40 67.4 s CRY Crypto ownership 6 69.1
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The Elite Quality Report 2024 (EQx2024) provides Country Scores and Global Rankings for 151 countries BRN Human flight and brain drain 19 82.4
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