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Structure 

 Hypotheses 
• Size of single countries should not matter in the European 

Union (internal market, monetary union)  
• Competitiveness is the main driver of economic success 

 Questions 
• How to define and measure success? 
• How to define and measure the “size” of a country? 
• What do we mean by “competitiveness”? 

 Our approach 
• Longitudinal regressions of  GNI/capita on competitiveness 

variables and population 
• Results 

 Future steps 
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Country size 

 Compared to “large” states, “small” states are 
confronted with limitations of … 
• Economies of scale 
• Access to large markets 
• Resources 
• Diversity 
• Bargaining capacity 
• … 

 Measures of size 
• Population 
• Political power 
• Surface 
• Export  
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Competitiveness 

 Definition of competitiveness 
• Concept of competitiveness is somewhat elusive 
• Competitiveness should be defined in detail 
• Well-known international benchmarks: WEF, IMD etc. 

 

 Definition used by the Observatory of competitiveness 
(Ministry of the Economy, Luxembourg): 
• “Competitiveness is the ability of a nation to sustainably 

improve the standard of living of its inhabitants and to 
provide them with a high level of employment and of social 
cohesion while preserving the environment”. 
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National Competitiveness Scoreboard, TBCO (I) 

 A permanent monitoring tool to assess Luxembourg’s 
competitiveness and related indicators and which 
considers national specificities 

 Implemented in 2004 by the Observatory of 
competitiveness, based on a report elaborated by 
social partners with the help of Prof. Lionel Fontagné 

 Revised in 2010 according to the recommendations 
made in an external audit from the Joint Research 
Centre (JRC) of the European Commission 

 Computed and updated annually by the Observatory 
of competitiveness 

 Publication: “Bilan Compétitivité” 



Bilan compétitivité (in french and english) available on:  

https://odc.gouvernement.lu/fr/publications/rapport-etude-analyse/perspectives-
politique-economique/perspectives-politique-economique-33.html  
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National Competitiveness Scoreboard, TBCO (II) 

 Scoreboard made up of EU-28 member states 

 Analysis of Luxembourg’s performance over time and 
compared to the EU average in every single indicator 

 Rankings are relative by construction, meaning that a 
country’s position depends not only on its own 
performance but also on that of the other countries 

 Revision of the Competitiveness Scoreboard in 2017, 
in collaboration with the Economic and Social Council 
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Computation of the composite indicator (tbco) 

 Preliminary data processing: 
• Treatment of outliers 
• Imputation of missing values 

 Computation of the composite 
indicator: 
• Standardization of all 77 basic 

indicators 
• Calculation of a composite index 

for all 10 categories 
• Standardization of the composite 

indices of each category 
• Calculation of the final composite 

indicator by aggregating the 
indices of the different categories 
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Components of competitiveness (ranks) 

 10 categories to 
consider in detail 
different aspects of 
competitiveness 

 The performance of 
each country varies 
in the different 
categories 

 No country shows 
only good or bad 
performances in 
every domain 
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The composite indicator of competitiveness (2016) 



Small States and the European Union: Economic Perspectives 
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Distribution of pop, gni/capita and tbco 
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Descriptives of the data set  

 Mean population (pop) = 17,7 mio (st error=22,5mio) 

 Mean GNI/capita=21,83 (000 eur) (st.error=13,35) 

 Mean competitiveness indicator tbco= 4,9 
(st.error=1,16) 

 Correlation: tbco and gni/capita: 0,62   

 Correlation pop and gni/capita: 0,15 

 Sample: 430 obs, 27 countries (Croatia excluded 
because of incomplete data points) 
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GNI/capita and size (population) 

 X-axis: population (thousand persons) 

 Y-axis: GNI/capita (current prices, thousand euro) 

 Slightly positive correlation between population size and Gross 
National Income per capita 
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GNI/capita and competitiveness 

 X-axis: Score Competitiveness Scoreboard (composite indicator) 

 Y-axis: GNI/capita (current prices, thousand euro) 

 Positive correlation between competitiveness and Gross 
National Income per capita 



Estimation method 


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Pooled regression (27 countries, 2001-2016 ) 
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F-test on country dummies and year dummies,  prob < 0.000:  

H0 that dummies are 0 is rejected 
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GNI/capita and competitiveness components 

 Regressors: basic 
components of the 
competitiveness 
index, except indicator 
"macro" containing 
GNI growth 

 Methods:  Least 
square dummy 
models and Fixed 
effects  
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Results of estimations (fixed effects, random effects, between, gls) 
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Estimated vs actual GNI/capita by size and competitiveness (between regression) 



Some conclusions and more questions  

 Size does not seem to play a major role, 
competitiveness is key 

 Good news for small countries 

 

 But more work needs to be done:  
• Explore other measures of size and competitiveness and 

performance 
• Explore clusters of countries (Eurozone members, tax 

profiles, ...) 
• Explore other competitiveness benchmarks (WEF, IMD, …) 
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Thank you for your attention 


