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ABSTRACT

The purpose of this paper is to show the importance of
the development of institutions and the institutional
environment in a globalized world. The methodology
used to measure the quality of institutions are components
of the World Governance Indicators Database developed
by Kaufmann, Kraay & Mastruzzi (2010) where we
performed a comparative analysis of the quality of
institutions for three samples of countries, the countries
of Southeast Europe (countries of the region), the newest
members of the EU and the countries of Central Europe
and the Baltic States. After that, we showed the degree of
correlation between economic development measured by
GDP per capita in purchasing power parity and each of the
six indicators of the quality of institutions. The results show
that the countries of the region lag significantly behind the
countries we call New Europe (Central Europe and the
Baltics), but also lag behind the youngest members of the
European Union in terms of the quality of institutions, i.e.
the rules of the game. When it comes to correlation between
economic development and institutional environment, for
all 6 indicators of instituional environment, a strong and
positive correlation was shown, especially between the
rule of law and economic development. The conclusion is
that the countries of the region must strengthen the rule of
law, fight against institutional corruption, ensure political
stability so that the economic standard of their citizens
could improve.
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1. INTRODUCTION

Many authors investigate the relationship between the quality of institutions and
economic growth, and in addition to the basic determinants of economic growth
such as the accumulation of physical and human capital and technological
changes, they believe that institutions are one of the key factors of growth
(Rodrik et al., 2002, p. 2). Positive relationship between the quality of institutions
and economic growth and development has been proven by many reaserchers
(Acquah et al., 2023; Acemoglu, Johnson & Robinson, 2004; Acemoglu &
Robinson, 2010; Eicher & Leukert, 2009; Kanani & Larizza, 2021; Knack &
Keefer, 1995; Hall and Jones, 1998; La Porta et al., 1998; Nikzad, 2021; Uddin
et al., 2023).

New institutional economy is based on the teachings of Douglas North, a
researcher who received the Nobel Prize in 1990 for his capital work “Institutions,
Institutional Change and Economic Performance”. My research of the impact
of the development and quality of the institutional environment on economic
development is based on Douglas North’s concept of institutions and institutional
environment.

As a rule, institutions should be distinguished from organizations. According to
the postulates of the New Institutional Economy, institutions are the rules of the
game, written and unwritten rules of the game that define political, economic
and overall social relations, while organizations are only subjects that take care
of implementing the rules of the game.

One practical definition of institutions is provided by Lin and Nugent (1995,
pp. 2306-2307) who define institutions as a set of human-designed rules of
behaviour that shape the interactions of human beings, in part by helping them
form expectations of what other people will do.

Social infrastructure is a term coined by Hall and Jones (1998, p.2) who explored
the role of institutions in economic development. According to them, social
infrastructure includes institutions and government policies that determine the
economic environment within which individuals accumulate skills, and firms
accumulate capital and produce output. In addition to researching the connection
between institutions and economic development, some authors also investigate
the connection between institutions and the development of entrepreneurship,
which also opens a new field and reveals new perspectives on the importance of
the quality of institutions in the overall development of the country (Ferreira et
al, 2023).
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In several earlier works, we investigated connection between institutions and
economic development, reaching similar conclusions. What is specific to this
work is that over time, the countries of our region has still lagged behind not only
the countries of Central Europe and the Baltic States, but also the countries that
were last admitted to the membership of the European Union, such as Croatia,
Bulgaria and Romania.

Globalization, which experienced its momentum after the fall of the Berlin Wall,
marked the beginning of the rise for the countries of Central Europe and the
Baltics, which after joining the European Union really experienced economic
growth and ensured their population a decent life and an orderly system. We
could state without exaggeration that these countries have completed their
transition process (see EBRD Transition Report 2022-2023).

The claim that was written a long time ago in the Transition Report published by
the European Bank for Reconstruction and Development is still evident for the
countries of the region, namely that they are stuck in transition (EBRD, 2013).

2. MATERIALS AND METHODS

The basic question in the analysis of institutions and the institutional environment
is how to measure institutions. In order to assess quality of the institutions
many authors use Transition Report and their new methodology. However, in
this paper we will stick to the 6 indicators developed by Kaufmann, Kraay &
Mastruzzi (2010) called World Governance Indicators. The six components used
to measure the quality of institutions include: voice and accountability, political
stability, government effectiveness, regulatory quality, rule of law and control of
corruption. This database is also supported by the World Bank and data for 215
countries exist from 1998 to 2021. Our period of analysis will be from 2004 to
2021, the last year for which there are available data.

We have aggregated countries into three groups:

1. Countries of the region or countries of Southeast Europe: Albania, Bosnia
and Herzegovina, North Macedonia, Montenegro and Serbia.

2. The youngest members of the European Union: Bulgaria, Croatia and
Romania.

3. Central European countries and Baltic countries: Czech Republic, Estonia,
Hungary, Lithuania, Latvia, Poland, Slovakia and Slovenia.

In the first part of the analysis, we will perform a comparative analysis of the
quality of institutions for these three groups of countries, looking at the averages
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of each group of countries. It is important to emphasize that the quality of
institutions according to these indicators is measured on a scale from -2.5 to 2.5,
where a higher value indicates a higher quality of the institutional environment.

In the second part of the research, we will focus on the last year for which there
are data on the quality of institutions, 2021, and we will perform a correlation
analysis between economic development measured by gross domestic product
per capita at purchasing power parity and each of six indicators of the quality of
institutions.

Before presenting the research results, it is necessary to explain in more detail
the meaning of each of the indicators.

Table 1. Six measures of institutional quality in World Governance Indicators Dataset

Voice and Captures perceptions of the extent to which a country’s citizens are able to
Accountability participate in selecting their government, as well as freedom of expression,
(VACC) freedom of association, and a free media.

Political Stability Measures perceptions of the likelihood that the government will be
(PS) destabilized or overthrown by unconstitutional or violent means, including
politically-motivated violence and terrorism.

Government Captures perceptions of the quality of public services, the quality of the

Effectiveness civil service and the degree of its independence from political pressures, the

(GE) quality of policy formulation and implementation, and the credibility of the
government’s commitment to such policies.

Regulatory Captures perceptions of the ability of the government to formulate and

Quality implement sound policies and regulations that permit and promote private

(RO) sector development.

Rule of Law Captures perceptions of the extent to which agents have confidence in

(ROL) and abide by the rules of society, and in particular the quality of contract

enforcement, property rights, the police, and the courts, as well as the
likelihood of crime and violence.

Control of Reflects perceptions of the extent to which public power is exercised for
Corruption private gain, including both petty and grand forms of corruption, as well as
(COC) capture of the state by elites and private interests.

Source: World Governance Indicators (2023).

3. RESULTS

The first figure of results shows a comparative analysis of the variable Voice and
Accountability for three groups of countries, where we used a simple arithmetic
mean for each group of countries.
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Figure 1. Comparison of Voice and Accountability between SEE countries,
Newest European Members and CE and Baltic countries

Source: World Governance Indicators Database, 2023 and Author’s calculation

The second figure of results shows a comparative analysis of the variable Political
Stability for three groups of countries, where we used a simple arithmetic mean
for each group of countries.
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Figure 2. Comparison of Political Stability between SEE countries,
Newest European Members and CE and Baltic countries

Source: World Governance Indicators Database, 2023 and Author’s calculation

The third figure of results shows a comparative analysis of the variable
Government Effectiveness for three groups of countries, where we used a simple
arithmetic mean for each group of countries.
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Figure 3. Comparison of Government Effectiveness between SEE countries,
Newest European Members and CE and Baltic countries

Source: World Governance Indicators Database, 2023 and Author’s calculation

The fourth figure of results shows a comparative analysis of the variable
Regulatory Quality for three groups of countries, where we used a simple
arithmetic mean for each group of countries.
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Figure 4. Comparison of Regulatory Quality between SEE countries,
Newest European Members and CE and Baltic countries

Source: World Governance Indicators Database, 2023 and Author’s calculation
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The fifth figure of results shows a comparative analysis of the variable Rule of
Law for three groups of countries, where we used a simple arithmetic mean for

each group of countries.

1.00

0.80 /

0.60

0.40

0.20 Sy el WP

0.00 mmmmmm==" T

,\9\ ,,Q\ QQ' ,ﬁ\ ,/6\ 6‘ s b\- - .9\ IS ,\/@9 &

- NN

0.20 RN
-0.40 eecectt
-0.60

-0.80

e oo oo Average SEE = e e Average Newest Europe Average CE and Baltic

Figure 5. Comparison of Rule of Law between SEE countries, Newest
European Members and CE and Baltic countries

Source: World Governance Indicators Database, 2023 and Author’s calculation

The sixt figure of results shows a comparative analysis of the variable Control
of Corruption for three groups of countries, where we used a simple arithmetic
mean for each group of countries.
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Figure 6. Comparison of Control of Corruption between SEE countries,
Newest European Members and CE and Baltic countries

Source: World Governance Indicators Database, 2023 and Author’s calculation
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In the next part of the results, we will present the correlation coefficient between
economic development of each country measured by gross domestic product
per capita at purchasing power parity for 2021 and each of the indicators of
institutional quality for each country in 2021.

Correlation: GDP per capita in PPP and Voice and Accountability
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Figure 7. Correlation between economic development and Voice and
Accountability of each country for 2021

Source: World Governance Indicators Database, 2023; IMF World Economic
Outlook Database, 2023 and Author’s calculation
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Figure 8. Correlation between economic development and Political
Stability of each country for 2021

Source: World Governance Indicators Database, 2023; IMF World Economic
Outlook Database, 2023 and Author’s calculation
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Correlation: GDP per capita in PPP and Government Effectiveness
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Figure 9. Correlation between economic development and Government
Effectiveness of each country for 2021

Source: World Governance Indicators Database, 2023; IMF World Economic
Outlook Database, 2023 and Author’s calculation
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Figure 10. Correlation between economic development and Regulatory
Quality of each country for 2021

Source: World Governance Indicators Database, 2023; IMF World Economic
Outlook Database, 2023 and Author’s calculation
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Figure 11. Correlation between economic development and Rule of Law
of each country for 2021

Source: World Governance Indicators Database, 2023; IMF World Economic
Outlook Database, 2023 and Author’s calculation
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Figure 12. Correlation between economic development and Control of
Corruption of each country for 2021

Source: World Governance Indicators Database, 2023; IMF World Economic
Outlook Database, 2023 and Author’s calculation
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4. DISCUSSIONS

In the first part of the results, we could see that the countries of the region lag
behind the youngest members of the European Union by all six criteria, and
that they lag behind New Europe (Central Europe and the Baltics) even more
significantly, without any prospects of catching up even in the long term. In
some of my previous works, I hinted that the development of institutions can be
accelerated in the countries of the region and that in some reasonable medium
term they could catch up at least with neighboring EU member countries, but these
new studies deny my earlier predictions. What is worrying is that the gap between
the countries of the region is widening in terms of the quality of institutions, so
not only are we not catching up with developed Europe, but the difference in the
quality of institutions is even increasing in some segments, such as the rule of
law, corruption control and the effectiveness of government policies.

What is noticeable from the previous six graphs is that the lag is the greatest
for the variables Rule of Law and Control of Corruption. As expected, in the
countries of the region, there is a lot of public opinion about the inefficiency
of the judiciary, the absence of elements of the rule of law, and it is known
that institutional corruption has become a model for the behavior of government
bodies in many countries of the region. Of course, corruption is also present in
the most developed countries of the world, but the degree of corruption is clearly
determined by these indicators.

Regarding the correlation between economic development measured by GDP
per capita by purchasing power parity, a high positive correlation was shown
between economic development and each of the six indicators of the quality of
institutions. In the table in the appendix, it can be seen that none of the correlation
coefficients falls below the value of 0.80, which we interpret to mean that the
development of institutions and overall economic development move together
in a very strong and positive correlation relationship. As many other authors
confirmed these statement, our work also makes contribution in that sense. The
highest degree of correlation between economic development and the quality
of institutions is shown by the variables of political stability, rule of law and
absence of corruption (see Table 8 in Appendices).

5. CONCLUSIONS

After clarifying in the discussion the basic results obtained through the
comparative analysis and correlation analysis, it is important to emphasize the
implications of the obtained results for economic policy makers. And not only
them, but also power holders in general.
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We have seen that the quality of institutions in the countries of the region is
significantly behind the countries that are the youngest members of the EU, but
much more significantly behind the countries of New Europe and that this gap
is widening. We could say that what was written in the EBRD Transition Report
15 years ago is still valid today: the region is trapped or trapped in the transition.
The reform processes must be unleashed at high speed.

What the correlation analysis indicated clearly and unequivocally shows: there
is no economic development and standard of living without the rule of law,
the absence of corruption, political stability and the efficiency of government
policies. This conclusion does not refer only to the bearers of economic policies,
but also to all authorities of countries that influence the creation of the quality
of institutions. Our key conclusion that we derive from the analysis is that the
region as a whole, and then every individual country, if it wants to provide
normal living conditions for its citizens, must build a functional country based
on the rule of law, and then the economic parameters will not be missing, either:
investments and capital flees from unstable areas where there are unclear rules
of the game (there are no rules of institutions but some other unwritten rules).
The construction of legal state for the countries of the region is a conditio sine
qua non in order to catch connection at least with the New Europe. The bottom
line is that reforms in the countries of the region are taking place too slowly and
that the key to catching up with developed countries lies in the acceleration of
the reform processes.
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APPENDICES: TABLES

Table 2. Values of indicator Voice and Accountability (VACC)

2004|2005 |2006| 2007|2008 2009|2010 2011 | 2012{ 2013|2014 2015| 2016| 2017| 2018| 2019 2020 2021
Albania 0,01] 0,00] 0,08 0.11] 0.17] 0.14] 0.12] 0,06] 0.02] 0,05] 0,14] 0.16] 0,17] 0,20] 0.18] 0.14] 0,09] 0,09
Bosnia and 0,17 0.21] 0,19] 0,13| 0,02 0,00{-0,08{-0,16|-0,10{-0,12|-0,07|-0,10-0,13|-0,21 [-0,27(-0,24|-0,32|-0,31

Herzegovina
North Macedonia  [-0,16(-0,10{ 0,17] 0,28] 0,20] 0,17 0,11{-0,04|-0,03|-0,06|-0,14|-0,18[-0,23[-0,14]-0,03|-0,02| 0,06| 0,14

Montenegro 0,11 0.13] 0,26] 0.26] 0,24] 0,24 0,19] 0.21] 0,22] 0,18] 0.16] 0,14] 0.08] 0,12] 0,05] 0,02] 0,04] 0,17
Serbia -0,18]-0.21] 0,21] 0,31] 0,28] 0,33] 0,29] 0,28] 0,20] 0,29] 0,21] 0,23] 0,20] 0,12]-0,02{-0,05]-0,12]-0,12
Average SEE -0,01] 0,01] 0,18] 0,22] 0,18] 0,18] 0,13 0,07] 0,06] 0,07] 0,06] 0,05] 0,02] 0,02]-0,02]-0,03|-0,05]-0,01
Bulgaria 0,571 0,59] 0,58] 0,69] 0,58] 0,56] 0,53] 0,45] 0.40] 0,34] 0,37] 0,43] 0,40] 0.43] 0,36] 0,36] 0,26] 0,29
Croatia 0,66 0,45] 0,48] 0,52 0,47] 0,49] 0,48 0,52] 0,54] 0,51] 0,51] 0,56] 0,53] 0,48( 0,44] 0,46] 0,58] 0,61
Romania 0,37[ 0,41 0,52] 0,50] 0,51] 0.46] 0.43] 0,38] 0.32] 0,31] 0,43] 0,49] 0,54 0,60] 0,52] 0,52] 0,59] 0,60

Average Newest | 531 o 49/ 053] 0,57| 0,52] 0,50| 0,48 0,45 0,42| 0,39| 0,44 0,49 0,49| 0,50| 0,44 0,44 0,48| 0,50

Europe

Czech Republic 0,95(0,91(0,96| 1,00| 1,03] 1,03] 1,01] 1,02] 0,97( 0,98| 1,03 | 1,04{ 1,03 0,88 0,81 0,84 0,98| 1,02
Estonia 1,09| 0,99 1,07] 1,07] 1,09] 1,09| 1,11 | 1,13| 1,11 1,12| 1,17| 1,19 1,21] 1,21 1,18] 1,18] 1,17| 1,19
Hungary 1,15 1,18]1,02| 1,04] 0,97( 0,91 0,89| 0,84 0,75] 0,74 0,55]| 0,56] 0,40| 0,54| 0,48 0,34 0,39 0,40
Lithuania 0,88 0,90 0,86] 0,89 0,85] 0,90] 0,92] 0,86] 0,93] 0,94] 0,96 0,97 | 1,00| 0,99 0,89] 1,00| 1,01 | 1,04
Latvia 0,70 0,78 0,85] 0,83 0,78 0,85] 0,79] 0,74] 0,78 0,77{ 0,85 0,85 | 0,84 0,80 0,78 0,86] 0,87| 0,91
Poland 1,0210,94]0,80( 0,88[0,95| 1,03 | 1,04] 1,03 1,06] 1,00] 1,11] 1,04]0,84| 0,78 0,70 0,67 | 0,62 | 0,59
Slovak Republic 0,95(0,90] 0,93]0,95{0,94] 0,88]0,91|0,97|0,97] 0,96| 0,96 0,97] 0,96 0,91 | 0,84 ] 0,86 | 0,88 | 0,91
Slovenia 1,11 1,09 1,07] 1,06] 1,02]1,06| 1,05[ 1,06 | 1,00 | 1,00 [ 0,96 0,99 | 1,01 ] 1,01 0,96] 0,98]0,94| 0,91

Average CE and
Baltic

Source: World Governance Indicators Database, 2023 and Author’s calculation

0,981 0,96 ( 0,94 ( 0,96 | 0,95| 0,97 | 0,97 | 0,96 | 0,95 | 0,94 | 0,95| 0,95 0,91 0,89 | 0,83 | 0,84 | 0,86 | 0,87

Table 3. Values of indicator Political Stability (PS)

2004(2005|2006|2007 (2008|2009 (2010 2011|2012|2013|2014|2015{2016(2017|2018|2019(2020 (2021
Albania -0,43]-0,51(-0,51{-0,20{-0,03]-0,05|-0,19-0,28(-0,14[ 0,09 | 0,49] 0,35 | 0,34/ 0,38 | 0,37| 0,11] 0,09 0,11

Bosnia and 0,02|-0,50(-0,44|-0,63|-0,54(-0,67|-0,69|-0,82|-0,54|-0,40|-0,02|-0,40 |-0,40|-0,35|-0,40|-0,42|-0,44|-0,38
Herzegovina

North Macedonia |-0,85|-1,16|-0,74-0,43]-0,30]-0,30{-0,52]-0,62]-0,49]-0,42| 0.26]-0.29]-0.35[-0,25]-0,21] 0,00[ 0,11 | 0,12
Montenegro ANJA[EN/A] 0,05] 0,11]0.77 ] 0,82 [ 0,58 [ 0.57] 0.60] 0,50 | 0.22] 0,14 | 0,28]-0,06] 0.04] 0.07]-0,06]-0.15
Serbia -0,51-0,76]-0,54]-0,59]-0,54]-0,48]-0,42]-0.28]-0.22-0.08] 0.18]0.24 | 0,14] 0,09 | 0.01]-0,07-0.16]-0.13
Average SEE -0,44-0,73]-0,44]-0,35|-0,13]-0,13]-0,25[-0,29-0,16|-0,06 | 0,23] 0,01 | 0,00|-0,04]-0,04]-0,06]-0,09]-0,09
Bulgaria 0,00 0.15] 0.39] 0.36] 0,37 0.35 [ 0.36 | 0,30] 0.38] 0,17 0,08/ 0,02 | 0.08]0.33 | 0.46] 0,58] 0.42 0,46
Croatia 0,69] 0,43 0,56 0,61]0,57 | 0,61 | 0,61 | 0,62] 0,61] 0,64 | 0,62]0,59 | 0,66 0,69 | 0.80] 0,69] 0,61 | 0,71
Romania 0,06] 0.09] 0,15 0,20[0.18 [ 0,36 [ 0.27 ] 0.19] 0,08 0,18 [ 0,05]0.19 | 0.28]0.06 | 0.05] 0,56 0,53 [0.53

Average Newest | 55] 022] 0,37] 0,39]0,37| 0,44 | 0,41 | 0,37] 0,36/ 0,33 | 0,25] 0,27 | 0,34| 0,36 | 0,44| 0,61] 0,52 | 0,57

Europe

Czech Republic 0,65[ 0,94] 1,05 1,02{1,05]0,91 0,99 ] 1,11] 1,05{1,08 ] 0,99{0,98 [ 0,98( 1,00 | 1,03 0,94/0,92 0,96
Estonia 0,70{ 0,61 0,74 0,63]0,57 0,57 | 0,66 | 0,61] 0,64]0,75| 0,78] 0,62 | 0,67[ 0,65 | 0,59] 0,63/0,72 0,76
Hungary 0,83[ 1,00{ 0,99 0,75[0,75] 0,54 | 0,69 | 0,74] 0,68]0,80 | 0,67{ 0,75 | 0,65[0,81 | 0,75| 0,77/0,84 ) 0,86
Lithuania 0,77{ 0,78 0,87 0,82(0,75] 0,63 | 0,72 ] 0,67] 0,79] 0,96 | 0,74[ 0,76 | 0,83]0,78 | 0,74 0,78(0,93 ] 0,82
Latvia 0,62 0,81] 0,84 0,56(0,20]0,35]0,53 | 0,32] 0,45]0,59 | 0,49]| 0,44 | 0,48[0,46 | 0,41] 0,44]0,47 | 0,69
Poland 0,15] 0,36] 0,35] 0,68]0,91 0,94 [1,02 | 1,07| 1,05]0,97 | 0,84] 0,87 ] 0,51]0,52] 0,49] 0,56{0,52 [ 0,51
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2004| 2005|2006 2007|2008 | 2009 | 2010 | 2011 | 2012|2013 | 2014|2015| 2016|2017 | 2018{2019{2020 | 2021
Slovak Republic | 0,59] 0,90] 0.78] 1,04 1,08 [0.92 [ 1,05 | 0.97] 1,09] 1.12] 1,04 0.87| 0.72]0.91 | 0.74] 0.67] 0.63 ] 0.56
Slovenia 1,08] 1,09] 1,09 1,10] 1,15 0,94 0,87 [ 0.97] 0,94 0.88] 0.97]0.95 0,99] 0.87| 0.90] 0,81[0.71 [ 0,76
ﬁlffi:geCE and 1 g67] 0,81] 0.84| 0,82] 0,81 [0,72| 0,81 | 0,81] 0.83[ 0,90 | 0.81[0,78| 073|075 | 0.71| 0,70| 0,72 [ 0,74
Source: World Governance Indicators Database, 2023 and Author’s calculation
Table 4. Values of indicator Government Effectiveness (GE)
2004] 2005]2006] 2007]2008] 2009] 2010] 2011]2012] 2013] 2014]2015] 2016] 2017 2018]2019] 20202021
Albania -0,41[-0,70]-0,59]-0,43]-0,37]-0.25[-0,28]-0.20[-0,27[-0.32[-0,05] 0,06 | 0,06] 0,13 | 0,11]-0,03]-0.12] 0,00
Bosnia and -0,70(-0,77(-0,63 |-0,86-0,60|-0,72[-0,74|-0,73|-0,45|-0,43|-0,49|-0,59| -0,41|-0,48 | -0,64|-0,67|-1,04|-1,04
Herzegovina
North Macedonia | -0,18-0,34]-0,13[-0,24[-0.10]-0,14]-0,19[-0.23]-0,22[-0,17] 0,02[ 0,00 | 0,00] 0,02 [ 0,09]-0.10[ 0,06 [-0,08
Montenegro #N/A| 0.35] 0,16 [-0,29]-0,01]-0,01] 0,13] 0,08] 0.12] 0,15] 0,29 0,20] 0,17[ 0,20 | 0.12] 0,14 |-0,07] 0,01
Serbia -0,25[-0,36]-0,24[-0.26[-0,26[-0,07[-0,08[-0,14[-0,18[-0,18] 0,00 0,02 [-0,01[ 0.10 | 0.11] 0,02 [-0,01[ 0,05
Average SEE__ |-0,39]-0,36]-0,29[-0,42]-0,27[-0,24]-0,23]-0,24]-0,20[0,19]-0,05|-0,06| 0,04 -0,01 [-0,04]-0,13[-0,24|-0,22
Bulgaria 0,08] 0,13[-0,14]-0,13[-0.18] 0,07[-0,07]-0,08[-0,03[-0,02[-0,11[ 0,02 | 0,12] 0,13 | 0,14] 0,20 [-0,18]-0.14
Croatia 0.44] 0.45]0,56 | 0.46]0.58 | 0,59] 0,59] 0.,51] 0.68 | 0,68] 0.68[0.49 | 0,45/ 0.57 | 0,55 0.49 [ 0.46 [ 0.59
Romania -0,18]-0,30]-0,19]-0,36]-0,37[-0.37[-0,12[-0.20]-0,17| 0.14] 0,23]0,13[-0,04]-0,06-0.15]-0,19[-0.26]-0,13
félvl‘r’z:‘ieNewe“ 01| 0,1{0,07| 0[0,01| 0,1 0,13| 0,08/ 0,16| 0,27 0,26 0,21 | 0,18| 0,21 | 0,18 0,17 | 0,01 | 0,11
Czech Republic | 0,87] 0,92[ 1,09 0,85[0.96 | 0,88] 0,91] 0,93 0,93 [ 0,92[ 1,03 1,06 | 1,04 1,06 | 0,98 0,95 0,95 [ 1,11
Estonia 091] 0,94 1,15 | 1,01] 1,16 1,00] 1,08] 1,07 0.95 | 0,97] 1.01] 1,06 | 1,09] 111 | 1,18 117 [ 1.33 [ 1.38
Hungary 0,81] 0,75] 0,84 | 0,70]0,70 | 0,68] 0,65] 0,66] 0,62 | 0,69] 0,59]0,55 | 0,50] 0,52 | 0,49] 0,49 [0,57 | 0.63
Lithuania 0.69] 0.76] 0,72 | 0.66]0.56 | 0,69] 0.74] 0.70] 0.83 | 0.83] 0.98] 1,18 | 1,07 0.96 | 1,07] 1,04 | 1,05 | 1,06
Latvia 0,58] 053] 0.66 | 0,43]0.52] 0,62] 0,73] 0,69] 0.83 | 0,88] 0,95 1,09 | 1,00]0.90 | 1,04| 1,10 [0.87 [ 0.87
Poland 0.44] 0.45]0,34 | 036]0.46 | 0,52] 0.63] 0.60] 0,66 | 0.66] 0.77][0.77 | 0.68] 0.58 | 0,58] 0.54 | 0.36 [ 0,29
Slovak Republic | 0,82] 0,88]0.83 | 0,69]0.85| 0.86] 0.78] 0.78]0.78 | 0,73] 0.79]0.77 | 0.83]0.70 | 0,61] 0,58 [ 0.54 | 0.53
Slovenia 0,90] 0.89]0,96 | 0.89] 1,12 | 1,15 1,02] 0,98] 1,02 | 1,01] 1,00]0,97 | 1,12] 1,17 | 1,12[ 1,08 | 1,16 | 1,18
g:f:i*c’ge CEand | 495l 0,77) 082| 0,7]0,79| 08| 0.82| 0.8|0.83| 0,84| 0.89]0.93| 0,92] 0,88 | 0,88 0,87 | 0.85 | 0,88
Source: World Governance Indicators Database, 2023 and Author’s calculation
Table 5. Values of indicator Regulatory Quality (RQ)
2004]2005] 20062007 2008] 2009] 2010 2011] 2012 2013] 2014] 2015 2016] 2017] 2018 2019] 20202021
Albania -0,19]-0,40[-0.15] 0,03 | 0.14] 0,24[ 0,23 [0.28] 0.24] 0,25] 0.28]0,19 [ 0,20 | 0.23] 0,27 0.29] 0.24 [ 0,19
Bosnia and -0,23|-0,58|-0,47|-0,29(-0,18{-0,11{-0,12[-0,06 | -0,06 -0,07 | -0,04 | -0,17|-0,13| -0,04|-0,13| -0,11{-0,17|-0,18
Herzegovina
North Macedonia | 0,02 |-0,23]-0,09] 0,04 0,12] 0,19 0,24 [ 0.22] 0,26 0,25 0.42[ 037 [ 039 | 0.45] 0,52 0.45] 0.45 | 0,42
Montenegro #NJ/A[-0,13]-0,55]-0.13[-0,07] 0,03]-0,01] 0,00 | 0,03] 0,09 0.18] 0,24 0,24 | 0,34 0.40] 0,41] 0,44 | 0.43
Serbia -0.47]-0,62[-0,53]-0.44]-0.39]-0,18-0,07-0,02[ 0,07 0,06 0.18] 0,15 [ 0,03 [-0.03] 0.11] 0,11] 0,09 | 0,05
Average SEE__ |-0,22[-0,39]-0,36]-0,15|-0,08] 0,03] 0,06 | 0,08 | 0,08] 0,09 0,20 0,16 | 0,15] 0,19] 0,24] 0,23[ 0,21 [ 0,18
Bulgaria 0,71 0,66 0,62 0,64 0.73] 0.69] 0,68 | 0,55] 0.57] 0,55 0.59]0,59 [ 0,71 0.67] 0,62 0.54] 0.47 | 0.45
Croatia 0,531048]0,37]041] 041] 047]0.49 [0.44] 035 037 0.28]0,25 0,25 | 0.31] 0,50] 0,56/ 0.37 | 0,50
Romania 0,18 [0,24]044]0,51] 0,60 0,62 0,67 [0,69] 0.56] 0.63] 0,60[ 0,58 [ 0,58 | 0,45 0.42] 0.46 0,36 | 031
ézer;:]ie Newest | o 47046 | 047 | 0,52 | 0,58] 0,59] 0,61 | 0,56 | 0,50| 0,52| 0,49] 0,48 | 0,51 | 0,48| 0,51 0,52| 0,40 | 0,42
Czech Republic | 1,00 | 111 | 1,11 1,05 | 1,22] 1,31 1,30 | 1,20 | 1,05 1,08] 1,00[ 1,09 0,98 | 1.23] 1.27] 1.24[1.24 | 1.35
Estonia 123 125129 1.32] 1.39] 1,39] 1,39 | 1,39 | 1.41] 1.44] 1.67] 1,66 | 1,70 | 1.64] 1.55] 1.59] 1,54 | 1,56
Hungary 1,17 [ 1,05 1,20 | 1.21 | 1,17] 1,08] 1,01 | 1,03 0.98] 0.90] 0,75] 0,76 [ 0,60 | 0,65] 0,57 0.60] 0,48 | 0,50
Lithuania 1,06 0,94 0,97 | 1,01 | 1,04] 0.95[0,96 0,93 | 1.12] 1.15] 1,19] 1,27 [ 1,13 | 1.15] 1,10] 1,16/ 1,09 | 1,28
Latvia 0,92 [0,87]0,93 0,95 0.97] 0.92[0,93 [ 0,95 1,01] 1,04] 117] 1,08 | 1,08 | 1,15] 14| 1,19] 1,19 | 1,22
Poland 0,76 | 0.81]0,70 [ 0,77 0.84] 0.98] 1,02 [ 0,96 | 1,00] 1,05] 1,06] 0,97 [ 0,91 | 0.82] 0.88] 1.02] 0,86 | 0,84
Slovak Republic | 1,08 | 1,13 | 1,08 0,97 | 1,08] 1,05] 1,00 [ 1,00 | 1,04] 0,93] 0,89]0.78 [0.89 | 0.82] 0,81] 1,01]0.79 [ 0.87
Slovenia 0,840,881 0,79 0,80 | 0.85] 0.91]0,76 [ 0,69 0.63] 0,62 0.66] 0,62 0,64 0.58] 0,65] 1,01] 0,92 | 0,83
g;;ri‘:geCE”“d 1,01 | 1,00 | 1,01 | 1,01 | 1,07| 1,07] 1,05 1,02 | 1,03| 1,03| 1,05( 1,03 | 0,99 | 1,00| 1,00| 1,10] 1,01 | 1,06
Source: World Governance Indicators Database, 2023 and Author’s calculation
http://www.ae.ef.unibl.org/ 125



http://www.ae.ef.unibl.org/

Jelena Trivi¢ The Quality of Institutions in the Countries of Southeast Europe...

Table 6. Values of indicator Rule of Law (ROL)

2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021
Albania -0,70|-0,76|-0,70|-0,66|-0,60(-0,49|-0,39(-0,44 (-0,52]-0,52(-0,31|-0,30{-0,30|-0,40|-0,40 |-0,40|-0,35(-0,26
Bosnia and

Herzegovina
North Macedonia (-0,19]-0,30{-0,54|-0,42|-0,32(-0,29(-0,30(-0,27(-0,25|-0,23(-0,06|-0,22|-0,33|-0,29|-0,29 |-0,28|-0,08 | -0,08

-0,491-0,521-0,50(-0,47|-0,41{-0,36|-0,36(-0,33(-0,20|-0,14(-0,13|-0,24|-0,17|-0,18|-0,21 {-0,20|-0,29(-0,28

Montenegro -0,22]-0,14]-0,21{-0,19]-0,09]-0,02{-0,06]-0,06]-0,06|-0,03] 0,01]-0,02]-0,12[-0,09] 0,02 | 0,02 [-0,01]-0,06
Serbia -0,74]-0,95]-0,54]-0,46]-0,49]-0,47{-0,43]-0,33]-0,33]-0,30[-0,09]-0,06[-0,11]-0,16]-0,15[-0,12[-0,10[-0,00
Average SEE  |-0,47-0,53[-0,50(-0,44-0,38]-0,33]-0,31-0,29]-0,27]-0,24]-0,12]-0,17[-0,21]-0,22]-0,20{-0,20]-0,17-0,15
Bulgaria -0,12]-0,11]-0,11{-0,06[-0,12]-0,04]-0,10[-0,14]-0,12]-0,15[-0,08]-0,14]-0,12[ -0,11[-0,09]-0,01[-0,11]-0,04
Croatia 0,04 | 0,08-0,05( 0,04 | 0,03 0,04 0,08 0,11 0,15] 0,18 0.22] 0,15] 0,36 | 0.33] 0,32]0,37] 0.26] 0,30
Romania -0,19]-0,15-0,13]-0,11]-0,02] 0,05 0,11 | 0,10 [ 0,09 | 0,19] 0,24 0.23[ 0,47 0,46 0,39 [ 0,44 0,39 [ 0.41
’Elvfrf;g: Newest | o 09[-0,06]-0,10(-0,04|-0,04| 0,02 | 0,03 | 0,02 | 0,04 | 0,07 0,13| 0,08| 0,24 0,23] 0,21 [ 0,27 0,18 | 0,22
Czech Republic | 0,76 | 0,86] 0,86] 0,88 | 0,90] 0,96 [ 0,93 [ 1,02 1,02 | 1,02] 1.14] 1,13 1,01 | 1.12] 1,05 [ 1,05 | 1,05 [ 1.13
Estonia 0,88 090 1,13 1,12] 16| 12| 1,15 18| 1,15 ] 1,19] 1.37] 1.33] 1,22 1.28[ 123 1,27] 1.37] 1.43
Hungary 0,85 | 0,84] 0,98 0,94] 0,91]0,77{0,77] 0,76 | 0,61] 0,58] 0.51] 0.40] 0,43 ] 0,56 0,58 [ 0,52] 0,51 ] 0,53
Lithuania 0,56 | 0,58] 0,71] 0,69 | 0,68 0,72] 0,78 0,77 0,84 ] 0,83] 0,94] 1,00[ 1,02 | 0,99] 0,95 1,02{ 0,99 | 1,11
Latvia 0,54] 0,57] 0,62 0,72] 0,78] 0,79 ] 0,76 | 0,74 | 0,78 | 0,76] 0.87] 0,79] 0,95 | 0.93] 0,95 [ 1,01| 0,95 0,98
Poland 0,42 0,47] 0,38{ 0,41 0,55] 0,65] 0,71] 0,79 0,82 0.84] 0.87] 0.83] 0.62] 0.42] 0,40 0.41] 0,53 0,44
Slovak Republic | 0,46 | 0,49] 0,49] 0,43 | 0,53] 0,53 [ 0,56 [ 0,60 [ 0.49 | 0.46] 0.49] 0.49] 0,62 0.54] 0,50 [ 0,52 ] 0,67 [ 0.71
Slovenia 0,91 | 0.88] 0,90] 0,95 1,01] 1,07] 1,00] 1,05 [ 1,01 | 0,99] 1,00[ 0.97] 1,08 | 1,02] 1,05 1,11 1,06 ] 1,03
‘;;ft'i‘c‘ge CEand | 671 0,70 0,76| 0,77 | 0,81] 0,83 | 0,83 | 0,86 | 0,84 | 0,84] 0,90| 0,87] 0,87 0.86] 0,84 | 0,86 | 0,89 | 0,92

Source: World Governance Indicators Database, 2023 and Author’s calculation

Table 7. Values of indicator Control of Corruption (COC)

2004 |2005(2006 (2007|2008 ( 2009( 2010|2011 (2012|2013 |2014 (2015|2016|2017(2018|2019|2020 (2021
Albania -0,72|-0,81(-0,79(-0,71|-0,61-0,55|-0,53|-0,70(-0,78|-0,75[-0,59|-0,52|-0,45| -0,46|-0,52 |-0,54|-0,55[-0,56
Bosnia and

Herzegovina
North Macedonia (-0,55]-0,49(-0,40|-0,39(-0,21-0,15|-0,09(-0,11 [-0,05|-0,06 [-0,03|-0,24|-0,27|-0,30{-0,37 [-0,43|-0,47 |-0,35

-0,321-0,23|-0,30(-0,37|-0,36(-0,38|-0,34(-0,33 (-0,31|-0,24(-0,30|-0,39|-0,46|-0,53|-0,58 [ -0,63|-0,62 -0,64

Montenegro -0,47]-0,35]-0,38(-0,38[-0,24]-0,22{-0,25[-0,22]-0,13]-0,20[-0,08]-0,09]-0,05[-0,06] 0,01 | 0,00[-0,02]-0,02
Serbia -0,49]-0,41]-0,28[-0,34]-0,30-0,32[-0,32]-0,30]-0,36[-0,33]-0,25[-0.29[-0,36] -0.41-0,37{-0.43] -0.43]-0,44
Average SEE  |-0,51-0,46]-0,43-0,44]-0,34]-0,32]-0,31[-0,33]-0,33[-0,33]-0,25]-0,31]-0,32[ -0,35-0,37]-0,41]-0,42] -0,40
Bulgaria 0,07 | 0,02[-0,11{-0,23]-0,27]-0,23[-0.24]-0,27]-0.28]-0,33[-0,30[-0,32[-0.24]-0,17[-0,16[-0,16[-0,30[-0,24
Croatia 0,24 | 0,14] 0,04] 0,06 [-0,05[-0,09] 0,02] 0,03 [-0,03] 0,11 [ 0,20 [ 0,23 | 0,18] 0,09] 0,07 | 0,08] 0,20 0,06
Romania -0,32[-0,26]-0.21-0,23]-0,19-0,31[-0,35]-0,33]-0,38[-0,30]-0,22[-0,14]-0,15[ -0,12[-0,20{-0,21]-0,07[-0,04
‘Elvl‘r’fl‘)g: Newest | o 00 |-0,03|-0,09|-0,13|-0,17|-0,21|-0,19|-0,19|-0,23|-0,17|-0,11 | -0,08|-0,07| -0,07| -0,10 | 0,10| -0,06 |-0,07
Czech Republic | 0,38 | 0,48]0,35]0,32]0,34] 0,38] 0,38 0,38 | 0,31] 0,30 [ 0,43 [ 0,50 [ 0,59] 0,60] 0,54 | 0,56] 0,58 | 0,64
Estonia 0,98 | 0,99] 1,01 0,97]0,95] 1,00 0,99] 1,05 1,00] 1,18 [ 1,30 1,20 | 1.27] 1.24] 1,50 1,56] 1.61] 1,54
Hungary 0,67 0,63]0,63] 0,60 [ 0,43] 0,40] 0,30 0,33 | 0,30[ 0,29 [ 0,16 [ 0,15 0,10] 0,12] 0,08 | 0,06] 0,09 | 0,04
Lithuania 0,37 0,31] 0,16 0,10 [ 0,11 [ 0,23] 0,37] 0,32 0,39] 0,42 [ 0,55 [ 0,61 | 0,71] 0,55[ 0,49 | 0,69] 0,80 [ 0,85
Latvia 0,15] 0,37] 0,36 0,34 0,23 ] 0.20{ 0,20 0,28 0.24] 0,32 0,41 [ 0,46 | 0.43] 0,53 0,32] 0,51 0,72] 0,75
Poland 0,11] 025] 026 0,28 | 0.45][ 0,44 0,51] 0,56 | 0,66]0,65]0.68]0,73] 0,79] 0.73] 0,65 | 0,64] 0,65 [ 0,57
Slovak Republic | 0,34 | 0,45]0,38] 0,30 [ 0,31] 0,27] 0.25[ 0,23 | 0,07 0,05 [ 0,12 0,14 0,18] 0,13[ 0,26 | 0,21] 0,44 [ 0,24
Slovenia 1,02] 0,90 1,03] 1,01 0,94] 1,05 0,92] 0,94] 0.83[0.72] 0,72 0,77 0.82] 0.81] 0,87] 0,92 0.80] 0,72
Average CE and

0,50 | 0,55(0,52| 0,49 0,47 | 0,49| 0,49( 0,51 | 0,49| 0,49 | 0,55| 0,58 | 0,61| 0,59( 0,59 | 0,64| 0,71 | 0,67

Baltic

Source: World Governance Indicators Database, 2023 and Author’s calculation
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Table 8. Correlation between economic development measured by GDP per capita in
PPP and each of six indicators of institutional quality

Country G?::i?x:ftg&z:?m Voice anAdA PolitAicAal Govel:nment Regulgtory Rule of Controlef
prices in PPP for 2021 Accountability | Stability [ Effectiveness [ Quality Law Corruption

Albania 14559,68 0,09 0,11 0,00 0,19 -0,26 -0,56
Bosnia and Herzegovina 15030,36 -0,31 -0,38 -1,04 -0,18 -0,28 -0,64
North Macedonia 16614,64 0,14 0,12 -0,08 0,42 -0,08 -0,35
Montenegro 20650,59 0,17 -0,15 0,01 0,43 -0,06 -0,02
Serbia 19732,73 -0,12 -0,13 0,05 0,05 -0,09 -0,44
Bulgaria 24609,70 0,29 0,46 -0,14 0,45 -0,04 -0,24
Croatia 31767,73 0,61 0,71 0,59 0,50 0,30 0,06
Romania 31034,91 0,60 0,53 -0,13 0,31 0,41 -0,04
Czech Republic 40151,25 1,02 0,96 1,11 1,35 1,13 0,64
Estonia 38810,65 1,19 0,76 1,38 1,56 1,43 1,54
Hungary 33932,85 0,40 0,86 0,63 0,50 0,53 0,04
Lithuania 39380,87 091 0,82 1,06 1,28 1,11 0,75
Latvia 3194741 091 0,69 0,87 1,22 0,98 0,85
Poland 34940,55 1,04 0,51 0,29 0,84 0,44 0,57
Slovak Republic 32745,07 091 0,56 0,53 0,87 0,71 0,24
Slovenia 40199,07 0,59 0,76 1,18 0,83 1,03 0,72
Correlation Coefficient 0,88 0,90 0,85 0,82 0,92 0,85
Determination

Coefficient 0,77 0,82 0,73 0,67 0,85 0,73

Source: World Governance Indicators Database, 2023; IMF World Economic Outlook Database,
April 2023 and Author’s calculation

KBAJIUTET UHCTUTYHHNJA Y 3EM/bAMA JYTOUCTOYHE
EBPOIIE: IIOPEBEILE CA YIAHUIAMA EBPOIICKE YHHUJE

1 Jenena Tpusuh, Exonomcku dakynrer Yausepsutet y bawoj Jlymu, bocna u Xepuerosuna

Caxerak

Cepxa oBOr pajga jecTe [na TOKaKe 3HA4aj pas3Boja WHCTUTYIHja H
MHCTHTYIMOHAIHOT OKPYKeHa y III00aIn30BaHOM CBETY, a IOTOTOBO Y 3eMJbama
Y TPaH3UIIMjU KaKaB je HaIll pETHOH. 3eMJbe PErroHa Cy jOII YBHjeK 3ariiaBJbeHe
y TpaH3UIHju ¢ 003UpOM N1a KJbyuHe pedopme joIn yBHjeK CToje Wi ce Kpehy
BpJIO CIIOPUM TeMrioM. KBanmuteT MHCTHTyNHja y 3eMJbaMa PETHOHA Y A00poj
MjepH MOXKe J]a OJlpa3y HalpeaaK y TpaH3uIji. MeTomonorija koja ce KOpUCTH
3a Mjepeme KBaJTUTeTa HHCTUTYIHM]a je CacTaBHU WO 0a3e MoaaTaka CBjeTCKAX
MoKa3areba yIpaBibama Kojy cy pasBwim Kaydpmann er am. (2010) roje cmo
M3BPUIMIA KOMITApaTHUBHY aHAIW3y KBAaJUTETa WHCTHTYIMja 3a TPH Y30pKa
3eMasba, 3eMJbe jyroucrtoune EBpore (3emibe pernona — Anbanuja, buX, Lpua
Iopa, CjeBepna Maxenonnja u CpOuja), Hajuosuje wiannne EY (byrapcka,
XpBarcka u Pymyn#uja) u 3emibe cpenme EBpore n 6antinukux npxasa (Yemka.
Ectonuja, Mahapcka, Jletonuja, JlutBannja, [losbcka, Crosennja nu CroBadka).
Hakon Tora, mokasany cMoO CTeleH Kopenaiuje u3Mel)y eKOHOMCKOT pa3Boja
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Mjeperor B/II1-om 1o cTaHOBHUKY y TApUTETy KYIIOBHE MO M CBAKOT OJT ILIECT
WHJMKATOpa KBAaJUTETa MHCTHTYIMja. Pe3yiraru mokasyjy Ja 3eMibe perroHa
3HAYajHO 3a0CTajy 3a JApkaBaMa Koje HasuBamo ,,Hosa Espoma“ (LlenTpanna
EBpora u bantuk), anu u 3a Hajmuahum uinanunama EBporicke yHuje 1Mo
KBaJUTETy MHCTUTYUHja. Kanma je y muramy Kopenanuja uzmel)y eKOHOMCKOT
pa3Boja M WMHCTHUTYLHHOHAJHOT OKpY)X€Hmha, 3a CBUX IIECT WHAWKATOpa
UHCTHTYI[HOHAJHOT OKPY)KeHba, MoKa3aia ce CHa)KHa U MO3UTHBHA KOpeJaiuja,
noceOHO u3Mel)y BiiajaBrHeE paBa M EKOHOMCKOT pa3Boja. HapouuTo je u3paxkeHa
MO3UTUBHA KOpeNallMoHa Be3a u3Mely KBanuTeTa WHCTUTYIHMja W BiaJaBHHE
npaBa (MpaBHE JAp)KaBe), KA0 U CKOHOMCKOT pa3Boja M KOHTPOJIE KOPYIIIHje
rIje cy KopelamuoHW KoeuuujeHTH Ounu HajBehm, a ympaBo y oBe nBHje
00TacTu KBAJIMTETa WHCTHUTYIIMja 3€MJbE PETMOHA HAJBMIIIC 3a0CTajy HE CaMo
3a Hajmuahum npkaBama unanunama EY, Beh u 3a 3emsbama ,,HoBe EBporme™.
3aksbyyaK je Ja 3eMJbe PETMOHA MOPajy Jia 0jayajy BJIaJaBUHY Mpara, J1a ce ope
NPOTUB WHCTUTYIIHOHATIHE KOpYMIHje, 1a 00e301je/ie MOIUTUYKY CTaOHIHOCT
Kako O 1mo0oJbIIae eKOHOMCKH CTaHaap/] CBOjux rpahaHa.

Kibyune pujeum: uncmumyyuje, uHCmumyyuoHaino oKpyxicere, mpansuyuja,
enobanuzayuja, exoHomMcku paszeoj, Eeponcka yuuja, cejemcku umouxamopu
YIpasmarsa.
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