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Terms of Use and Disclaimer

The Elite Quality Index® (EQx) and the ‘Elite Quality Report
2026: The Sustainable Value Creation of Nations’ (‘EQx2026’
or ‘Report’) provide a unique interpretation of political econ-
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complete list). The datasets conceptually fit with the EQx and
its theoretical basis (Casas-Klett, 2026).

The detailed EQx methodology is described in ‘Measuring
Elite Quality’ (Casas-Klett, Cozzi, Diebold, & Zeller, 2020), a
paper whose main tenets have evolved since it was first writ-
ten to support the EQx2021, with changes summarized in
Section 2.2. It was developed and inspired by a team of aca-
demics and practitioners with the aim of supporting Value
Creation business models in elite systems and incentivizing the
institutional arrangements that foster such models. The analy-
sis and interpretations of the results contained in the Elite
Quality Report 2026, such as the commentaries on the coun-
try scorecards, are the result of individual or collective work
and do not necessarily represent the views of the editors, the
project team or other project participants.

Elite Quality™, the Elite Quality Index® (EQx) and its under-
lying methodologies are the exclusive intellectual property of
the Foundation for Value Creation (FVC) protected interna-
tionally by copyright and/or trademark registration. All rights
reserved © 2026.

The EQx2026 is the seventh in a series of annual reports that
aim to elicit a discussion among academics and initiate con-
versations with a broad range of other interested stakehold-
ers. The EQx project is an innovative and timely initiative in
our age of disruption, positioned at the intersection between
academia, business and policymaking.

The EQx2026 was produced from datasets collected, collated
and transformed by a committed international research team.
The Report’s underlying datasets and all included information
are subject to change without notice. For country classifica-
tions, the Report uses the ISO 3166-1 alpha-3 country codes
defined by the ISO 3166 Maintenance Agency. The terms
‘country’” and ‘nation’ as used in the EQx2026 do not always
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law and practice. The term might also refer to self-contained
economic areas that are not states, but for which statistical
data are maintained on a separate and independent basis.
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that the information contained in the underlying datasets are
correct, that there are no errors, or that calculations and de-
scribed methodologies have been consistently applied. The
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authorization for third-party products or services derived from
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and the Foundation for Value Creation are not responsible for
the transformation by any third parties of the information in
this Report, or for the actions of anyone who might infringe
upon the integrity of the Report or its underlying data and in-
formation. Any transformation of the Report and its related
information must be clearly and visibly acknowledged, to-
gether with the mandatory citation to the source.
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Chapter 7, ‘References’, are subject to the terms of use of
these third parties.
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Executive Summary

Elite Quality is “Macro-level Sustainability’

= While ‘elite’ might be a controversial term, in the EQx it refers
to ‘elite business models’. These are the operating structures
that generate the most income by leveraging human, finan-
cial, and knowledge resources and thus supply coordination
capacity. In doing so, they either realize or fail to live up to the
full development potential of a nation.

= High-quality elite systems are sustainable and their leading
elite business models rely on Value Creation, delivering more
value for society than they appropriate; low-quality elites in-
crease risk in the political economy by operating rent-seeking
Value Extraction models that rely on value transfers.

What are the Main Findings of the EQx20267?

1. Singapore continues to hold the #1 spot in the EQx2026,
and is followed by the US, which has leapfrogged from #16
last year to #2. Switzerland fell one place to #4, narrow-
ly behind Japan at #3, though the former still remains the
most balanced political economy in the world as the only
nation that ranks in the top 5 of both the EQx and the The
NextGen Value Creation Barometer (NGVCb) that
measures intergenerational transfers.

2. Chinais also a star of the EQx2026, moving up eight places
from last year to #11, a result that is hard to comprehend for
a developing nation. India is another big winner, now at
#53 (up 7 places from 2025 and exhibiting a remarkable
5-year performance if one considers its 2021 ranking was
#118). Overall, Asian economies continue to do well in the
EQx. While it has fallen slightly this year, Korea is still
ranked at #6, while Indonesia and Vietnam are highly
positioned at #39 and #40, respectively.

EQx2026 Top 20 Countries

The EQX is the Global Political Economy Index

= The EQx2026 is the seventh annual comparative interna-

tional ranking of Elite Quality. It covers 151 countries, uses
148 Indicators, and measures unique conceptual elements
like Power, Creative Destruction, and Labor Value to estab-
lish the ‘Sustainable Value Creation of Nations’.

Elite Quality is a property of the meso-level elite system and
serves as the transmission mechanism linking micro-level or-
ganizations to macroeconomic outcomes. The EQX’s sister
research project, the ‘Sustainable Value Creation of Firms’
(see the Value Creation Ratings Proof-of-Concept Report,
VCr2025) assesses companies to provide a reference for
transforming business models to better contribute to eco-
nomic and human development.

. Inthe NGVCb, Europe continues to excel in terms of leaving

a legacy for the next generation, with 9 countries in the top
10 of this measurement. However, the overall EQX results are
mixed. Some of the smaller countries experienced gains:
Sweden is now at #5 (up 7 places); the Netherlands im-
proves to #7 (up 2 places); and Denmark to #10 (up 5
places). On the other hand, Germany falls to #9 (down 1
spot), and in a dramatic development, elite quality in the UK
has collapsed to #17 (down 7 places). The Middle East also
sees less value creation in the EQx2026 with Israel down to
#15, a fall of 8 places over the last two years, Qatar down
15 places to #21, and the UAE down 2 places to #22.

. The rapid acceleration in the development of Al is likely to be

a massive source of Value Creation, and while it remains
difficult to establish the technology’s overall impact with cer-
tainty and hence calibrate the ideal weights for Al-related
Indicators in the overall Index, two main findings stand out.
The US continues to lead the Al field by a large margin, even
as China continues to gain and rises from #4 to #2 in the Al

Country Rank géin;o\;s score EQ)_(-Indicator Fan_1i|y ranl_<ing. In fact, the addition last year

of five new Al Indicators is a key reason for both countries’
Singapore 1 > 0 66.1 stellar performances in the overall EQx2026.
United States 2 > 0 65.0 . . .

. Another important trend in the EQx2026 is the recovery

Japan 3 O 64.8 shown by the elite systems in many of the world’s leading
Switzerland 4 87 -1 64.0 emerging economies: Brazil is up 18 places to #54; Turkey

has also improved by 21 places to #63; while in Africa
Sweden 5 N 7 63.8 0 Imp y P ’ . . !

Egypt is up 7 places to #95 and South Africa rises 18
Korea, Rep. 6 \ 63.6 places to #109.
Netherlands 7 N +2 63.5

-1 5 EQx
Germany ° * 62.7 Country RAI Al EQx without Difference
ank Score Rank

Denmark 10 N &5 62.6 Al
China 11 AN +8 62.4 United States 1 98.1 2 11 9
New Zealand 12 (7 -5 62.1 China 2 86.4 11 19 8
Austria 13 N +4 62.0 Singapore 3 80 1 1 0
Australia 14 v -3 61.4 Sweden 4 5 9 4
Israel 15 [\ 7 -l 61.4 South Korea 5 6 7 1
Norway 16 > 0 61.1 Germany 6 735 9 13 4
United Kingdom 17 L7 -7 60.9 Canada 7 73 8 8 0
Finland 18 > 0 60.5 Japan 8 3 2 -1
Belgium 19 N +5 59.6 Austria 9 13 16 3
Czech Republic 20 () +1 59.4 Netherlands 7 5 -2
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1. Introduction

The introductory Chapter offers a series of general reflections
on the EQX, its main findings, and how these link to the future.
First, data analysis is discussed to illustrate how the measure-
ment of Elite Quality provides novel analytical perspectives for
predicting a country’s future. Next, the critical subject of Arti-
ficial Intelligence (Al) and elites is considered with discussions
on its emergence and the technocratic prospects of how it
might contribute to policymaking based on the elite theory of
economic development. Intergenerational transfers are also
analyzed, and the NextGen Value Creation Barometer
(NGVCD) is presented.

Elites

In subsequent chapters, the EQx2026 is unpacked in Chapter
2 with a deep dive into its structure and associated method-
ological issues. In Chapter 3, the full global rankings and
scores for 2026 are provided. The central contribution of the
report lies in Chapter 4: the analysis and interpretation of the
EQx2026 results by a global community of EQx contribu-
tors—this year comprised of 42 authors—who consider the
outcomes on a country, Indicator, and EQx-Indicator Family
basis. Chapter 5 delves into the Indicators used in the report,
providing detailed explanations, the rationale for their inclu-
sion and how they are weighted. Chapter 6 presents thel51
country scorecards, each using up to a maximum of 148 Indi-
cators and 18 aggregate measurements (including scores for
the 12 Pillars, 4 Index Areas, and the 2 Sub-Indices of Power
and Value). The report closes with the full set of references in
Chapter 7.

Our definition: Elites are narrow, coordinated groups that run the largest income generating business models in an

economy and which successfully accumulate wealth.

Elite Quality

Definition: The meso-level emergent property of a national elite system that describes the aggregate proportion of
first-order productive value creation and risk origination relative to second-order extractive value and risk transfers

across all elite business models in a political economy.

Elite Quality Index (EQX)

Main takeaway: The EQx is a political economy index that measures the ability of national elite business models

— on aggregate — to create value, rather than extract it.

Chapter 1: Introduction



1.1 How the EQx Data can be Used for Alternative Economic Analysis

with Potential Predictive Value

The EQX is the leading international comparative measure-
ment of Elite Quality.

Elite quality is, to any economic theory that treats elite agen-
cy as central, a leading indicator of future economic growth
and human development. As a meso-level property of the
elite system, it is conceptually a precursor of institutional
quality and expresses the balance between value creation
and value extraction within the economy. The latter is under-
stood as rent seeking and other value transfers by elite busi-
ness models that add up at the elite system level. If one as-
sumes that all economic activity is value creation, extractive
value transfers become the central negative transmission
mechanism, a link between the micro-level economic activi-
ties of a country’s leading business models and aggregate
macro-level economic and even social outcomes.

Are you surprised?

Surprise 1 Fact 1

Elites are a mathematical
certainty; they are inevitable creators

Surprise 2 Fact 2

Elites supply essential coordina-
tion capacity to societies

oo

Our assumptions

Elites can be high-quality value

Elites can likewise be rent-seeking
low-quality value extractors

While the most eye-catching findings of the EQx2026 might
be the global rankings, there is much more to discover. The
multi-level structure of the data enables a comprehensive
analysis of a country’s political economy, capturing a wide
array of dynamics and perspectives. This approach draws on
multidisciplinary foundations that extend beyond economics
to fields such as management science and sociology.

One example of how the data can be interpreted is through
the use of a second-degree polynomial regression between
EQx scores and GDP per capita (PPP) is depicted in Visuals
1.1 and 1.2. In Visual 1.1, we identify and comment on clus-
ters drawn around the fitted regression line.

From insight to impact

Hypothesis

Elite Quality determines economic
and human development

Action

We measure Elite Quality through
the Elite Quality Index (EQX)

ELITE QUALITY
INDEX

Elite Quality Report, EQx2026



Visual 1.1: EQx correlation with GDP per capita (PPP)
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Note: Vertical axis plots GDP per capita, adjusted for PPP, in current intern. USD.

Orange dashed line indicates a fitted quadratic regression line. Adjusted R-squared: 0.69
Spearman correlation between EQx scores and GDP: 0.794

Source: The World Bank, 2026.
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8 Very rich economies still at risk? Singa-

pore (SGP), Ireland (IRL), and Qatar (QAT) ex-
hibit GDP levels that vastly exceed their elite
quality. While all three also score very highly on
elite quality, their outlier status at the upper end
of the quadratic regression puts the onus on the
analyst to judge the extent of the risk to long-
term sustainable growth.

Resource-curse trap: Saudi Arabia (SAU),
Kuwait (KWT), Russia (RUS), Kazakhstan (KAZ)
and, to a lesser extent, Tiirkiye (TUR), benefit
from natural resource wealth and must double
down on elite quality to avoid the Dutch disease
and the longer-term risks of resource depen-
dence.

Rich countries that must remain vigilant: A number of countries perform well economically and, while gener-
ally not far from the regression line, sit slightly above it. They include Poland (POL), Sweden (SWE), Italy (ITA), Bah-
rain (BHR), Belgium (BEL), and Switzerland (CHE). While others, such as Norway (NOR) and the United Arab Emir-
ates (ARE), stand substantially above the regression line, in order for them all to avoid stagnation or negative growth

they must continually ensure elite quality.

Western advanced economies with
growth prospects: Sweden (SWE), Canada
(CAN), the UK (GBR), New Zealand (NZL),
Czechia (CZE), Germany (DEU), and the US
(USA), together with Israel (ISR)—an advanced
but geographically Middle Eastern economy—
cluster noticeably below the quadratic regres-
sion line, indicating moderate but robust growth
prospects supported by domestic elite quality.

Asian development in lower-middle-in-
come economies: As exemplified by two large
economies of differing scale, India (IND), one of
the world’s largest economies, and Vietnam
(VNM), a fast-growing mid-sized economy, both
demonstrate that comparatively high elite quality
can drive robust development trajectories.

There is strong development potential
among a range of lower-income econo-
mies: The low-income countries (LICs) of the
Central African Republic (CAF) and Niger (NER),
together with the lower-middle-income countries
(LMICs) of Comoros (COM), Madagascar (MDG),
Tanzania (TZA), Togo (TGO), Benin (BEN), Sene-
gal (SEN), and Cambodia (KHM), are well posi-
tioned for growth (based on their EQx scores),
with predicted GDP per capita values exceeding
actual GDP per capita values.

5 Western advanced economies with trend-level

growth: A group of high- and very high-income West-
ern advanced economies—including Spain (ESP), Esto-
nia (EST) France (FRA), Finland (FIN), Australia (AUS),
Denmark (DNK), and the Netherlands (NLD) cluster close
to the regression line, suggesting that their levels of GDP
per capita are predicted to remain relatively unchanged
in the future.

Asian development in rich or soon-to-be-rich
economies: Korea (KOR) and Japan (JPN), despite
their high income levels, can expect continued growth.
China (CHN), an upper-middle-income country, stands
out as an outlier, and if elite quality continues to drive
long-term growth, this points to a transformative surge in
the decade ahead.

Elite Quality Report, EQx2026




The regression analysis, visualized by the fitted regression line
in the scatter plot, indicates how GDP per capita (PPP) is relat-
ed to the EQx scores. The relative residuals from this regres-
sion—the difference between predicted and actual GDP—are
visualized in the bar chart below. A positive residual indicates
that a country’s current GDP per capita is lower than what
would be expected given its EQx score, indicating potential
for a strong economic performance in the future. A negative
residual reflects underperformance of Elite Quality relative to
the prevailing level of GDP per capita, suggesting a height-
ened risk of future economic slowdown or contraction.

Interestingly, out of a sample of 32 countries, the top six coun-
tries exhibit substantial heterogeneity in terms of economic
development levels, elite configurations, and political cultures,
yet they are all located in Asia: China, India, Indonesia, Ja-
pan, Korea, and Pakistan. Their performance suggests that
regional dynamics may interact with elite quality in shaping
development trajectories. All appear positioned for significant
gains in GDP per capita (PPP), conditional on the extent to
which the EQXx captures relative elite quality and on the valid-
ity of the elite theory of economic development.

Visual 1.2: Residuals (as a % of GDP) as an indication of future growth prospects, sample of 32 countries
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model) and GDP per capita, as a percent of GDP per capita (GDP p.c. adjusted for PPP,
in current intern. USD). Source: The World Bank, 2026.
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1.2 The EQx2026 Contains Rich Analytical
Possibilities: The NextGen Value Creation
Barometer (NGVCb), the EQx-Indicator
Families, and Specific Indicator Sets

Over the years, the annual EQx datasets have been concep-
tually sliced and diced to supply insights on specific social,
economic, and political phenomena. Two types of EQx data
subsets have been formalized: the ‘'Barometer’ and the
'EQx-Indicator Family'. The NextGen Value Creation Barom-
eter (NGVCb), co-published with the Board Foundation, fo-
cuses on a subset of NextGen-related EQx data using an In-
dicator weighting scheme that differs from the weights applied
in the full report to see the world through the lens of future
generations. In contrast, the EQx-Indicator Family approach
retains the original EQx weights and selects Indicators based
on their thematic relationships with one another.

The EQx2026 includes the following subset analyses:

o NextGen
Value Creation
BAROMETER

Originally developed in conjunction with the St.Gallen
Symposium and now run in conjunction with the Board
Foundation, this Barometer establishes the Value Cre-
ation/Extraction that occurs from one generation to the
next. The NGVCb uses 33 Indicators distributed across
five categories: Equitable Opportunities; Education
and Human Capital; Health and Well-Being; Innova-
tion and Technology; and, most importantly, Ecology
and Natural Capital (see Section 1.6 and, for a contri-
bution that interprets this year's NGVCb results, Sec-
tion 1.7).

Chapter 1: Introduction

The EQx's 148 Indicators can be grouped into conceptual
‘families’. Six families have been so far been created across
previous EQx editions: the SDG, Ecology, Al, Diversity &
Inclusion, International Business, and Health and Well-Being
EQx-Indicator Families. This year's report features new com-
mentaries on the following three.

o Artificial Intelligence
EQx-Indicator Family

The Atrtificial Intelligence (Al) EQx-Indicator Family is
comprised of seven Indicators that have been incremen-
tally added over the last two years. This development
reflects how Al is radically shifting the possibilities for
Value Creation—and Value Extraction—in the political
economy. While the Al EQx-Indicator Family still re-
quires further development, the Executive Summary
highlights the significant impact this technology is hav-
ing on the EQx rankings, particularly in the cases of the
US and China. Two contributions are included to inter-
pret the scores: the first analyzes how artificial intelli-
gence is stratifying Value Creation (see Section 4.2); the
second examines how the Chinese elite system is mak-
ing a strategic comprehensive bet on innovation in ro-
botics (see Section 4.2).



o Diversity & Inclusion
EQx-Indicator Family

The Diversity & Inclusion (D&I) EQx-Indicator Family
rests on a straightforward rationale: any form of dis-
crimination—whether based on gender, religion, sexu-
ality or any other characteristic—has a business-model
logic, constitutes a form of rent seeking, and compromis-
es Value Creation. Those discriminated against face bar-
riers that hinder or prevent them from realizing their full
Value Creation potential. Society as a whole also suffers,
as the economy's overall Value Creation potential is di-
minished (see analysis and discussion in Section 4.2).

The Ecology EQx-Indicator Family uses 14 Indicators
that underscore the need to integrate environmental
considerations into elite agency measurements (see the
analysis and discussion in Section 4.2). This approach
helps safeguard the planet and ensures that Value Ex-
traction, in whichever domain, is identified, weighted,
and mitigated. The EQx advocates a holistic and bal-
anced view of sustainability and economic develop-
ment, placing elite business models at the center of in-
clusive outcomes and growth. The Ecology EQx-Indicator
Family is therefore a measure of leadership in bringing
about an environmentally sustainable future, making
the relationship to the nature stakeholder essential when
comparatively assessing Elite Quality across nations.

Elite Quality Report, EQx2026
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1.3 The Purpose of the EQXx: Continuous,

Weighted, and Targeted Structural Reforms

Elite Quality is a meso-level conceptual element that is deemed
relevant for macroeconomic and human development be-
cause it describes the critical feature of the elite system: the
use of power for rent-seeking purposes. The EQX is the first of
a series of suggested measurements to articulate and opera-
tionalize the Sustainable Value Creation of Nations. Future
elite quality measurements will be designed for inclusion in the
economic models of economies so that they can form part of
a full-spectrum policy toolkit relevant for reformers.

The EQx2026 supplies aggregate Pillars like Political Value,
Creative Destruction, or Unearned Income that serve to diag-
nose the specific strengths and weaknesses of a specific coun-
try’s elite system. A foundational innovation of the EQX is its
inclusion of ‘Power’ as one of its two Sub-Indices (along with
‘Value’). Power is seen as being a key predictor and enabling
mechanism for future extractive value transfers. At the most
granular level, the EQX’s Indicators provide a stand-alone an-
alytical lens that seek to explain specific phenomena in the
political economy.

Elite business models are the micro-to-macro transmission
mechanisms of the economy. Linking these to specific evi-
dence of Value Creation or Value Extraction helps to support
practical action to inform policymaking in a political econo-
my. At the meso-level, the elite quality of the elite system is
where elite business models aggregate before they affect
macro outcomes.

The ultimate drivers of elite quality operate at the micro-level
of elite business models and the various EQx Indicators are
designed to capture their effect. By shedding light on specific
firms, sectors, and coalitions—individually and in interaction
with each other—these Indicators provide a basis for the de-
sign of specifically targeted and weighted structural reforms.

For example, Indicators such as modern slavery, green pat-
ents, self-made billionaires, or inflation all capture manifes-
tations of value creation and extraction, and thus provide an
empirical basis for targeted legislation or de/regulation de-
signed to promote Value Creation while limiting extractive
transfers.

Chapter 1: Introduction

Notwithstanding future plans for targeted and weighted
structural reforms, and as is evidenced by many of the ana-
lytical contributions in the EQx2026, the Indicators, compar-
ative rankings, Country Scorecards, and the NextGen Value
Creation Barometer are already employed to suggest policy
changes and institutional reforms to improve national per-
formance. In addition, these measurements can also provide
impetus for specific elite coalitions to contribute to growth
and development through the transformation of their own
business models.

In short, the EQx provides a variety of benchmarks to adjust
the legal, regulatory, and other incentive systems to encour-
age business models to engage in Value Creation and refrain
from Value Extraction. Structural reforms designed for the
long run are deemed to outperform the orthodox monetary
and fiscal policy mix and its broad, short-run measures. Gen-
uine business model transformation from the inside is consid-
ered to be more effective than regulation from the outside (see
the discussion on the VCr, Section 2.7).

To succeed, structural reforms and business model transfor-
mations must be 'weighted’. All business models both create
and extract value. Policy proposals for structural reforms and
institutional change to adjust rules, regulations, and the legal
system must ensure that the value creation areas of the econ-
omy are incentivized, and those that are afflicted by value
transfers are reformed. This involves distinguishing when
power is used to create value and when it is not, thereby
strengthening checks and balances and fostering productive
intra-elite competition.



Visual 1.3: The ETED in the economic policy mix: A weighted structural reform approach for the incentive system
(Source: Figure 7.1, Casas-Klett, 2026)
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1.4 Intensifying Intra-elite Contests for Value Creation:
Elite Quality Institutional Reform Proposals for Argentina

Argentina’s persistent economic underperformance has often
been attributed to macroeconomic instability, political volatili-
ty, or weak policy credibility. While these explanations cap-
ture important facets of the country’s problems, they fail to
account for deeper and more structural phenomena: the fail-
ure of Argentinian elites to use their Political Power (i, rank
#39) and Economic Power (ii, rank #60) for sustainable eco-
nomic value creation. Extractive business models are protect-
ed by power and by an institutional equilibrium that perpetu-
ates this failure. Drawing on the EQx framework, this article
advances a distinct institutional interpretation of Argentina’s
development trap. Moreover, it goes beyond a standard coun-
try scorecard analysis, to develop an EQx-based institutional
reform agenda focused on the mechanisms through which
elite coordination capacity can be redirected from rent seek-
ing towards value creation. Particular attention is paid to the
role of a hegemonic stalemate that, while appearing bal-
anced, is effectively resolved through a tacit fiscal agreement
that shifts the tax burden towards consumption rather than
income and capital. This arrangement stabilizes elite positions
at the cost of long-term value creation and rising social in-
equality.

Beyond cyclical explanations

Argentina occupies a paradoxical position in the EQx’s com-
parative political economy (rank #104). It is a country with
substantial natural resources (NRR, iii.9, rank #70), a histori-
cally strong human capital base (EDU, iii.7, rank #8), sophis-
ticated financial experience (FMI, iv.11, rank #58), and re-
peated episodes of political centralization (PDE, i.1., rank
#11) with ample state capacity to implement policy decisions.
Yet, despite these advantages, Argentina has experienced de-
cades of relative decline, chronic macroeconomic instability,
and repeated failures to sustain long-term growth.

Conventional explanations typically emphasize fiscal domi-
nance, inflationary bias (DOI, iv.11, rank #130), or political
polarization. While analytically valid, these approaches tend
to treat institutional weakness as an endemic condition rather
than as a structured system of business model incentives. The
EQx offers an alternative lens. Instead of focusing on out-
comes alone, the EQx evaluates how elite business models
create or extract value across the political economy.

A central contribution of this article is to integrate its EQx anal-
ysis with the concept of a hegemonic stalemate. Argentina’s
elite system is often described as fragmented or deadlocked,
with no single coalition capable of imposing a coherent long-
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term strategy. However, this stalemate is only apparent. In
practice, it is resolved through a tacit agreement on fiscal ex-
traction: political and economic elites converge on a tax struc-
ture (DCT, iii.8, rank #132) that privileges rents and accumu-
lated wealth (GWC, i.1, rank #23) while shifting the effective
burden onto consumption. This implicit pact stabilizes in-
tra-elite contests so that they cease to be a factor for renewal
while undermining social cohesion and long-term growth.

The EQx framework deconstructs elite performance into the
Sub-Indices of Power (rank #50) and Value (rank #128), each
then further divided into their Political and Economic dimen-
sions. This conceptual framework allows the analyst to distin-
guish between a system that is powerful but extractive and
one that is powerful and productive. When applied to Argen-
tina, the EQx reveals a striking asymmetry: political coordina-
tion capacity exists, but economic value creation does not
follow.

The hegemonic stalemate described above is fully consistent
with this pattern. Political Power (i, rank #39) Indicators clus-
ter in intermediate ranges, suggesting that no group is exclud-
ed from influence and productive intra-elite contests could
take place. Yet Economic Power (ii, rank #60) and, more crit-
ically, Economic Value (iv, rank #137) remain persistently
weak. The result is an elite system where political coalitions
successfully grant rents to associated business coalitions while
externalizing the costs of the lack of value creation to consum-
ers and future generations.

In the next paragraphs, 6 specific reforms are proposed, with
specific suggestions for new laws and regulations to facilitate
their implementation.

Capital Value (iv.11, rank #142) represents the most binding
impediment to Argentina’s development. Persistent inflation
(DO, iv.11, rank #130), capital erosion (DEF, iv.11, rank
#146), and weak gross capital formation (GFC, iv.11, rank
#126) signal a breakdown in intertemporal price coordination.
When capital fails to preserve value, long-term planning be-
comes irrational and elite incentives shift towards protecting li-
quidity rather than productive investment.

The hegemonic stalemate reinforces this dynamic. By relying
heavily on consumption-based taxation and deficit financing
via inflation, the system preserves existing income and asset



structures while systematically eroding the value of savings
and wages. The destruction of capital that could otherwise be
use to finance investments thus becomes an implicit mecha-
nism of political compromise, allowing elites to avoid direct
conflict over income and wealth taxation.

Institutional reform in this domain must therefore prioritize
credibility, contract stability, and predictable rules over discre-
tionary macro management. Without restoring Capital Value,
the country cannot finance development and no broader re-
form agenda can succeed.

Suggested reform: A comprehensive tax reform pro-
gramme should rebalance Argentina’s fiscal system away
from cascading consumption and transaction taxes towards
income and capital taxation, reducing inflationary financing
and restoring the role of financial markets in coordinating
prices across time. Eliminating turnover-based taxes and uni-
fying tax bases across jurisdictions would directly strengthen
asset valuations and long-term investment incentives. In paral-
lel, reforming the Financial Institutions Law (Ley de Entidades
Financieras, Law No. 21,526 of 1977), the main legal frame-
work governing the country’s banking and financial system,
should focus on more credit creation by credit cooperatives,
modernization (including fintech), and better aligning finan-
cial intermediation with productive investments. At present,
most savings flow into short-term, high-yield financial prod-
ucts. Such reforms would reinforce the tax system’s impact by
channeling savings towards value-creating investments rather
than speculative or extractive activities.

Weak Producer Value (iv.10, rank #115) reflects insufficient
exposure to external competition and excessive reliance on
protectionist mechanisms (IPM, iv.10, rank #62; IPS, iv.10,
rank #134). From an EQx perspective, external competition is
not an ideological matter but a fundamental need for in-
tra-elite contests: it constrains rent-seeking behavior by forc-
ing elite business models to rely on productivity rather than on
protectionism and monopolistic access.

The tacit fiscal agreement embedded in the hegemonic stale-
mate further weakens Producer Value. With higher prices,
consumption is taxed more heavily than income or rents. This
system also raises input costs for productive firms while insu-
lating incumbent extractive activities. This distorts relative
prices and discourages innovative business models, making
export-oriented business models uncompetitive.

Reforms should therefore reduce administrative discretionary
tariff and non-tariff trade barriers (TRF, iv.10, rank #115 and
EGL, iv.10, rank #111) and replace these with a rules-based
integration into global trade frameworks that reintroduce
competitive pressure to Argentina.

Suggested reform: Re-embedding external discipline re-
quires reducing the above mentioned administrative discre-
tionary measures, not only as they relate to trade policy but
also in relation to the monetary and exchange rate frame-
work. Reforming the legal and institutional constraints govern-
ing monetary policy to prevent sustained real exchange rate
appreciation driven by inflation (thereby eliminating implicit
protection for rent-based domestic activities) would restore
relative price signals and make export-oriented business
models feasible.

Argentina’s high economic concentration (Firm Dominance,
ii.5, rank #12) is not inherently problematic. The issue lies in
the elite pact that sustains it and the related institutional mech-
anisms that allow size to generate rents rather than scale effi-
ciencies. Under the conditions of the hegemonic stalemate,
concentration becomes a stabilizing device: large firms oper-
ate within protected markets and accept high indirect taxation
(DCT, iii.8, rank #132) in exchange for regulatory certainty
and limited competition.

Reforms should focus on regulatory neutrality and the elimina-
tion of privileges that decouple firm size from productivity,
allowing firm dominance to emerge as a function of scale
rather than access.

Suggested reform: Reassign regulatory authority from
fragmented local jurisdictions to functional metropolitan or
sectoral authorities—such as integrated metropolitan trans-
port and infrastructure agencies—to reduce local jurisdic-
tion-based rent seeking and allow firm scale to emerge from
productivity rather than regulatory arbitrage.

Elite Quality Report, EQx2026
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Relatively low levels of Creative Destruction (ii.6, rank #82)
reflect high exit costs and a punitive failure regime. Innovation
requires not only incentives for entry but also for exit. In Argen-
tina, the current stalemate favors the preservation of existing
structures, making failure socially and politically costly.

Institutional reforms must normalize business failure and facil-
itate rapid resource reallocation, weakening the political
economy of preservation.

Suggested reform: Creative destruction could be imple-
mented in Argentina with a two-pronged approach. First, by
lowering the cost of failure by streamlining bankruptcy and
insolvency procedures of the Ley de Concursos y Quiebras
(N° 24.522 of 1995, variously amended). Second, by en-
hancing intergenerational capital mobility through the intro-
duction of a well designed inheritance tax on large estates. By
preventing excessive capital entrenchment and encouraging
the reallocation of inherited wealth toward productive uses,
such a framework would strengthen the dynamics of creative
destruction beyond firm-level entry and exit.

The Indicators for Human flight and brain drain (BRN, iv.12,
rank #23), PISA mean scores (PIS, iii.7, rank #59), and the
Youth unemployment rate (YUN, iv.12, rank #114) reveal a
misalignment between education, labor markets, and demand
for skills. In a system where the primary tax burden is on con-
sumption and the returns on productive effort are uncertain,
skilled individuals rationally seek opportunities abroad.

Institutional reforms should focus on governance, incentives,
and labor market flexibility rather than expenditure levels
alone, reconnecting human capital formation with domestic
value creation.

Suggested reform: Recentralizing core education stan-
dards at the national level while aligning curricula with labor
market needs would reduce the silent exit problem and recon-
nect human capital formation with domestic value creation.

Chapter 1: Introduction

Argentina’s challenge is not that there is excessive state pres-
ence but excessive discretion. The hegemonic stalemate relies
on discretion to maintain its implicit fiscal bargain. High-qual-
ity institutions, by contrast, depend on predictable rules and
credible self-restraint by the state.

Strengthening regulatory autonomy and procedural gover-
nance is therefore essential in breaking the equilibrium of
low-quality stability.

Suggested reform: Strengthening state capacity requires
reorganizing administrative jurisdictions to better match eco-
nomic realities. This includes integrating peripheral urban
areas into metropolitan governance structures, while adopt-
ing international public sector accounting standards (such as
IPSAS) to enhance fiscal transparency, accountability, and
credible self-constraints on rent seeking from inside the state.

Argentina’s development challenge is fundamentally a con-
version problem compounded by a hegemonic stalemate. The
country’s elite system possesses diverse power centers and
ample coordination capacity, but its elites have made an im-
plicit bargain that stabilizes power and deactivates intra-elite
contests, thus reducing value creation. By essentially degrad-
ing capital and shifting the fiscal burden toward consumption,
this arrangement preserves elite rents while generating rising
social inequality and chronic underinvestment.

EQx-based institutional reforms offer a pathway out of this
trap. By redesigning incentives so that elite business model
success depends on value creation rather than positional ad-
vantage, Argentina can move from a low-growth equilibrium
of tacit compromise toward a dynamic system capable of
genuine intra-elite competition to realize the high potential of
this otherwise richly endowed nation.

Pablo San Martin,
SMS Latinoamerica, Argentina
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1.6 NextGen Value Creation Barometer (NGVCb):
The Operationalization and Meaning of Intergenerational Transfers

Now in its fifth year, the NextGen Value Creation Barometer
(NGVCDb) sheds further light on intergenerational transfers
and thus intergenerational fairness as part of the global Elite
Quality Index. As a collaboration with the Board Founda-
tion, the NGVCb extracts EQx Indicators that reflect the as-
pects of elite business models that either deliver a legacy of
Value Creation or, conversely, extract value from young and
future generations for the benefit of the present one.

In order to fulfill its mandate to ascertain intergenerational
transfers, the Barometer continues to assess five key catego-
ries built on a literature review of intergenerational equity. To
illustrate how categories contribute to a country’s overall
NGVCDb rank, all five categories are shown for three coun-
tries—the US, China, and Germany—in Visual 1.6. So, what
does each category express?

The first category, Ecology and Natural Capital, focuses on
the extent to which dominant elite business models deplete or
preserve natural resources and ecosystems for future gener-
ations. This category is deemed to be the most important of
the five and therefore carries a weight of 30%, compared to
17.5% for the other four, acknowledging the significance of
healthy planetary ecosystems as a foundation for any future
Value Creation. The second category, Equitable Opportuni-
ties, measures the distribution of economic opportunities
across generations, focusing on factors such as social mobil-
ity, youth unemployment, and government debt. The third
category, Education and Human Capital, stresses the impor-
tance of the present generation’s Value Creation for the next,
in terms of investments in and inclusive access to high-qual-
ity learning and education. The fourth category, Health and
Well-Being, measures the quality and key outcomes of na-
tional healthcare systems, while the fifth category, Innova-
tion and Technology, explores the capacity provided to the
next generation to drive scientific discovery and develop
disruptive business models. Lastly, note that within each of
the five categories, the Indicators have been given specific
weights following the application of budget allocation pro-
cess (BAP) procedures.

Visual 1.6: NextGen Value Creation Barometer 2026, selected country comparisons
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