CRITERION OF THE MONTH
September 2014

Country competitiveness and perceptions
about the quality of life it offers
By Arturo Bris

The executive survey employed in the development of the IMD world competitiveness ranking entices
executives to reflect about the level (whether they consider it high or low) of their country’s quality of
life. Intuitively one may conclude ex ante that the GDP of a particular country determines its quality of
life. And yet, as we will observe shortly, GDP cannot fully explain certain patterns in the data.
The correlation between GDP/quality of life is confirmed by some of the top 10 countries of the overall
competitiveness ranking. Switzerland and Norway place in the top 10 of the competitiveness ranking,
life quality criterion, and in terms of GDP PPP per capita (please note that GDP ‘rankings’ refer only to
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countries included in the World Competitiveness Yearbook). Other top 10 countries in both
competitiveness and life quality are Canada, Denmark, Germany and Sweden; they, however, fall
outside the top 10 GDP (16th, 14th, 15th and 12th respectively).
Executives residing in other top 10 competitiveness countries, however, find the quality of life in those
countries in need of enrichment; for example, the USA ranks first in competitiveness but emerges in
the 19th position in quality of life. Similarly, Singapore ranks third and 18th, while both the USA and
Singapore are in the top 10 GDP. Hong Kong and UAE experience similar patterns. Conversely, there
are countries achieving high scoring in the quality of life but lower rankings in competitiveness. Austria
ranks 22nd in overall competitiveness but second in life quality, Australia ranks 17th and ninth while
both counties are top 10 GDP. Outside the top 10 GDP, we observe similar patterns. The Netherlands
ranks 14th in competitiveness while placing sixth in life quality, New Zealand ranks 20th and eight, Spain
ranks 39th and 21st and Greece ranks 57th and 40th.

Such trends indicate that there are other underlining elements that contribute to the quality of life.
These factors include a healthy environment, the individuals’ ability to meet their “material”
expectations (e.g., access to specific goods and services), life satisfaction (e.g., ability to enjoy family
time), levels of equality (e.g., gender equality) and absence of threats (e.g., effective policies against
crime and protection of individual rights). A test (not shown) of the relationship between the quality of
life and gender inequality, for example, shows that indeed gender inequality is statistically significant
in explaining the quality of life.
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