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QUALITY ASSESSMENT OF THE INSTITUTIONAL SYSTEMS
OF ESTONIA, LITHUANIA, POLAND AND BELARUS

The article presents the results of a quantitative assessment of the quality of the institutional system of
Estonia, Lithuania, Poland and Belarus. In order to create a model the following Worldwide Governance
Indicators were used — Voice and Accountability, Political Stability and Absence of Violence,
Government Effectiveness, Regulatory Quality, Rule of Law, Control of Corruption. The indicator Gross
National Income (GNI) per capita constant US dollars is used to characterize the level of economic de-
velopment. The period of analysis is from 2004 to 2015. Despite relatively similar starting conditions
after the collapse of the USSR for the analyzed countries the outcome of institutional change is different.
The quantitative assessment of the impact of the indicators of the quality of institutions shows
“bottleneck” institutions for the economic development. The results of the research can be used in the
development of economic policy. Taking into consideration the analysis of the World Bank data it can be
stated, that Estonia, Lithuania, Poland have successfully completed the transition process. However, Bel-
arus is in hybrid transitional state, stuck in the process of transition or, in other words, Belarusian econ-
omy functions in the conditions of institutional trap.

Keywords: Estonia, Lithuania, Poland, Belarus, institutional system, economic policy, economic devel-
opment, economics of transition, Voice and Accountability, Political Stability and Absence of Violence,
Government Effectiveness, Regulatory Quality, Rule of Law, Control of Corruption.
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Cankr-IleTepOyprckuii rocy1apcTBEHHbBIN SKOHOMUYECKUI YHUBEPCHUTET,
r. Cankr-IletepOypr, Poccus

OIIEHKA KAYECTBA HHCTUTYIIMOHAJBHOMN CUCTEMBbBI
9CTOHUM, JIUTBBI, ITOJIBIIIN U BEJAPYCHU

B cmamue uznoocenvl pesyiomamvt KOMUYECMBEHHOU OYEeHKU KAYecmea UHCTMUMYYUOHATIbHOU CUCTNEMbL
Ocmonuu, Jlumevl, Honvwu u benapycu. Ilpu nocmpoenuu modenu 8 xauecmee UCXOOHbIX OAHHBIX UC-
RONBL306AHBL UHOUKAMOPHL «NPABO 20J0CA U NOOOMYEMHOCHIbY, «NOAUMUYECKAST CMAOUILHOCMb U OM-
cymemeue HACUIUsLY, «IQQeKmusHocms 20Cy0apCmeeHH020 YIPAGICHUS), «KAYeCmE0 Pe2yIupo8anusLy,
«BEPXOBEHCMBO NPABAY U «KOHMPOTb KOPPYRYUUY, nyonuKyemvie Beemupnvim b6anxom 6 coomeemcemauu
¢ memoouxoit Worldwide Governance Indicators. Ioxazamens «sanogoti nayuonansbhbiti 00xo0 (BH]]) na
Oywty HaceneHusi 8 NOCMOSIHHBIX YEHAX» UCNONb308aH OJIS XAPAKMEPUCTIUKU YDOGHS IKOHOMUUECKO2O
pazeumus. Auanuz noxasameneil npogooucs 3a nepuoo ¢ 2004 no 2015 coovl. Hecmomps na omnocu-
menbHo cxodicue cmapmogvle ycnosus nocie pacnaoa CCCP 0ns ananuzupyemvix CIpat, pesyibmamol
UHCMUMYYUOHATBHBIX USMEHeHUll pa3nuunbl. 1Iposedennas KoIUYecmeenHas OYeHKa 6IUAHUSL UHOUKAMO-
PO8 Kauecmea UHCMUMYmog Ha YPO8eHb IKOHOMUYECKO20 PA3GUMUSL NO3GOAULA BbLOENUMb OISl KAAHCOOU
cmpansl haxmopwvi, npusodsiwue K dgpexmy «ObymuLiounHo2o copaviukay. Ilonyuennvie pezynbmamuol
Mo2ym OblmMb UCOAL30BANBL NPU PA3PAOOMKe Mep IKOHOMUYecKou nonumuky. [lpunumas 6o enumanue
Oannvle Bcemupnoco 6anxa, modcHo Koncmamupogamo, umo Icmonus, Jlumea, Tonvwa ycnewno 3a-
sepuiunu nepexoonwvili npoyecc. Oonarxo berapycoe naxooumcs 6 subpuoHom nepexoOHOM COCMOSHUU,
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9KOHOMUKA 3ACMPANA 8 Npoyecce nepexood Ui, Opyeumu ciogamu, 6enopycckas IKOHOMUKA DYHKYUO-

Hupyem 6 yCioeusix uHcmumyquHaﬂbHOﬁ JIOBYUKU.

Knrouesvie cnoea: QCWIOHM}Z, ﬂumea, HOJlbmd, Eeﬂapbe, UHCMUMYYUOHAJIbHAA cucmemda, 3KOHoMu4e-
CKas noaumuka, 3KOHomuvecKkoe paseumue, 9KOHOMUKAa nepexodﬂoeo nepuoaa, npaeo conoca u nooom-
uenHocms, nojaumuveckas cmabunbHocms u omcymcmeue HaAcuius, Sde)eKWZMGHOCWIb ZOC)/()ClpCWl@eHHO—
20 ynpaeJjieHus, Kayecmeo pe2yiuposatus, 6epxo6eHCcmeo npaed, KOHmMpoJjlb KOppynyuu.

Introduction. One of the key factors in mak-
ing investment decisions by economic agents is
the quality of the institutional system. However,
the problem of a quantitative assessment of the
quality of institutions is not solved fully. The
various approaches which are used are mainly of
an empirical nature and are based on the intui-
tion of investors. One of the common methods
used to assess the quality of institutions is the
World Bank's Worldwide Governance Indica-
tors. They are significant due to their widespread
use in the business community, and therefore,
governments which are interested in attracting
foreign investment should take into account the
results of institutional assessment based on
Worldwide Governance Indicators.

Method and objects of research. The World
Bank uses research of households and firms by
international institutions, information provided
by commercial business information providers,
non-governmental organizations, and public sec-
tor organizations in order to calculate World-
wide Governance Indicators [9].

This research shows how the quality of insti-
tutions influence economic development based
on the mathematical methods. In order to do that
the indicator “Gross National Income (GNI) per
capita at constant prices” (World Bank) was
used [8]. Institutional development was assessed
by the Worldwide Governance Indicators —
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“Voice and Accountability”, “Political Stability
and Absence of Violence”, “Government Effec-
tiveness”, “Regulatory Quality”, “Rule of Law”
and “Control of Corruption”. The analysis of the
indicators was carried out for the period from
2004 to 2015.

The indicators are recalculated for the scale
from 0 to 5, instead of from -2.5 to 2.5 used by
the World Bank, for easier comparability of cal-
culations, where 0 is the worst indicator and 5 is
the best indicator.

The research was done for Belarus, Lithua-
nia, Estonia and Poland. The institutional sys-
tems of Belarus and these countries have signifi-
cant differences [5].

Results and its discussion. During the ana-
lyzed period from 2004 to 2015, the rate of GNI
per capita at constant prices in Lithuania shows
a fairly steady growth, and in general has in-
creased by 56%. For the same period in Lithua-
nia, the indicator “Voice and Accountability”
increased by 3%. The indicator “Political Stabil-
ity and Absence of Violence” remained at the
same level. The indicator “Government Effec-
tiveness” grew by 15%, while “Regulatory Qual-
ity” grew only by 4%. The “Rule of Law” indi-
cator for the same period increased by 13%, and
the “Control of Corruption” by 6% (Figure 1).

Lithuania

— G per capita 2010 constant

us dollars

Figure 1. — GNI per capita in Lithuania and indicators of the quality of the country's institutional
system in points
Source — own development based on World Bank data [8, 9]



ISSN 2078-5410 SKOHOMMKA 1 BAHKMH. 2019. Ne 1

Based on the World Bank data, a linear re-
gression is constructed based on the data from
90 countries, which characterizes the interrela-
tion of the indicator of GNI per capita at con-
stant prices and the indicator “Voice and Ac-
countability” in points. The relationship is ex-
pressed by the following formula:

Y=3726*X-934,8 Q)
where Y is Gross National Income per capita,
constant US dollars 2010,

X is a score of the indicator "Voice and Account-
ability" from 0 to 5.

The correlation coefficient is 0.27, which in-
dicates a weak dependence between the ana-
lyzed indicators. Therefore, this indicator is not
taken into account in the further analysis.

Based on the World Bank data, a linear re-
gression is constructed based on the data from
90 countries, which characterizes the interrela-
tion of the indicator of GNI per capita at con-
stant prices and the indicator “Political Stability
and Absence of Violence” in points. The rela-
tionship is expressed by the following formula:

(2)

where Y is Gross National Income per capita,
constant US dollars 2010,

X is a score of the indicator "Political Stability
and Absence of Violence" from 0 to 5.

Y=6657,1*X-7296

The correlation coefficient is 0.51, which in-
dicates the moderate dependence between the
analyzed parameters. Therefore, it is possible to
calculate the potential level of GNI per capita in
accordance with the established dependence
(formula 2). In Lithuania, the potential level of
GNI in terms of “Political Stability and Absence
of Violence” is lower by 2% than actual GNI
level, which indicates that for Lithuania this in-
dicator is a bottleneck and can be considered as
a factor for the growth of GNI.

Based on the World Bank data, a linear re-
gression is constructed based on the data from
90 countries, which characterizes the interrela-
tion of the indicator of GNI per capita at con-
stant prices and the indicator “Government Ef-
fectiveness” in points. The relationship is eX-
pressed by the following formula:

Y=10738,8*X-16808,3 3)
where Y is Gross National Income per capita,
constant US dollars 2010,
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X is a score of the indicator "Government Effec-
tiveness" from 0 to 5.

The correlation coefficient is 0.78, which in-
dicates a strong dependence between the ana-
lyzed indicators. Based on the proposed depend-
ency the potential level of GNI per capita for
Lithuania is 54% higher than the actual one, i.e.
it is not a factor hindering economic develop-
ment.

Based on the World Bank data, a linear re-
gression is constructed based on the data from
90 countries, which characterizes the interrela-
tion of the indicator of GNI per capita at con-
stant prices and the indicator “Regulatory Quali-
ty” in points. The relationship is expressed by
the following formula:

Y=10760,2*X-17426,8 4)
where Y is Gross National Income per capita,
constant US dollars 2010,

X is a score of the indicator "Regulatory Quality"
from0to 5.

The correlation coefficient is 0.77, which in-
dicates a strong dependence between the ana-
lyzed indicators. Based on the proposed depend-
ency the potential level of GNI per capita for
Lithuania is 57% higher than the actual one, i.e.
it is not a factor hindering economic develop-
ment.

Based on the World Bank data, a linear re-
gression is constructed based on the data from
90 countries, which characterizes the interrela-
tion of the indicator of GNI per capita at con-
stant prices and the indicator “Rule of Law” in
points. The relationship is expressed by the fol-
lowing formula:

Y=10412,4*X-15280 (5)
where Y is Gross National Income per capita,
constant US dollars 2010,

X is a score of the indicator "Rule of Law" from 0
to 5.

The correlation coefficient is 0.73, which in-
dicates a strong dependence between the ana-
lyzed indicators. Based on the proposed depend-
ency the potential level of GNI per capita for
Lithuania is 44% higher than the actual one, i.e.
it is not a factor hindering economic develop-
ment.

Based on the World Bank data, a linear re-
gression is constructed based on the data from
90 countries, which characterizes the interrela-



ISSN 2078-5410 SKOHOMMKA 1 BAHKMH. 2019. Ne 1

tion of the indicator of GNI per capita at con-
stant prices and the indicator “Control of Cor-
ruption” in points. The relationship is expressed
by the following formula:

Y=9835,3*X-13766,5 (6)
where Y is Gross National Income per capita,
constant US dollars 2010,

X is a score of the indicator "Control of Corrup-
tion" from O to 5.

The correlation coefficient is 0.72, which in-
dicates a strong dependence between the ana-
lyzed indicators. Based on the proposed depend-
ency the potential level of GNI per capita for

Lithuania is 15% higher than the actual one, i.e.
it is not a factor hindering economic develop-
ment. However, it should be noted that the po-
tential level of GNI per capita is significantly
lower for this indicator than for indicators such
as, “Government Effectiveness” (potential is
higher than actual by 54%), “Regulatory Quali-
ty” (57%), “Rule of Law” (44%) (Figure 2). In
general, it can be stated that institutional system
of Lithuania has a margin of safety, which can
be an indicator of successful completion of tran-
sition process.
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Figure 2. — Comparison of potential and real GNI per capita in Lithuania in 2015, constant US dollars 2010

Source - own development based on World Bank data [8, 9]
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Figure 3 — GNI per capita in Poland and indicators of the quality
of the country's institutional system in points
Source - own development based on World Bank data [8, 9]
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During the analyzed period from 2004 to
2015, the rate of GNI per capita at constant pric-
es in Poland shows a fairly steady growth, and in
general has increased by 52%. For the same pe-
riod in Poland, the indicator “Voice and Ac-
countability” increased by 3%. The indicator
“Political Stability and Absence of Violence”
increased by 27%. The indicator “Government
Effectiveness” increased by 11%, while “Regu-
latory Quality” increased only by 5%. The “Rule
of Law” indicator for the same period increased
by 13%, and the “Control of Corruption” by
20% (Figure 3).

Formula (2), applied to Poland, shows that
the calculated potential GNI in terms of the indi-
cator “Political Stability and Absence of Vio-
lence” exceeds the actual GNI by 7%, i.e. it is
not a deterrent to economic development.

Formula (3), applied to Poland, shows that
the calculated GNI in terms of “Government
Effectiveness” indicator is higher than actual

GNI by 32%, that is, it is not a deterrent to fur-
ther economic growth.

Formula (4), applied to Poland, shows that
the calculated potential GNI in terms of the indi-
cator “Regulatory Quality” exceeds the actual
GNI by 43%, i.e. it is not a deterrent to econom-
ic development.

Formula (5), applied to Poland, shows that
the calculated potential GNI in terms of “Rule of
Law” indicator is higher than actual GNI by
35%, that is, it is not a deterrent to further eco-
nomic growth.

Formula (6), applied to Poland, shows that
the calculated potential GNI in terms of the indi-
cator “Control of Corruption” exceeds the actual
GNI by 23%, i.e. it is not a deterrent to econom-
ic development.

So, the analysis shows that institutional sys-
tem of Poland has a margin of safety for all indi-
cators, which means that Poland has completed
the transition process successfully (Figure 4).
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Figure 4. — Comparison of potential and real GNI per capita in Poland in 2015, constant US dollars 2010
Source - own development based on World Bank data [8, 9]
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Estonia
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Figure 5 — GNI per capita in Estonia and indicators of the quality of the country’s
institutional system in points
Source — own development based on World Bank data [8, 9]

During the analyzed period from 2004 to
2015, the rate of GNI per capita at constant pric-
es in Estonia shows a fairly steady growth, and
in general has increased by 36%. For the same
period in Estonia, the indicator “Voice and Ac-
countability” increased by 3%. The indicator
“Political Stability and Absence of Violence”
decreased by 3%. The indicator “Government
Effectiveness” increased only by 4%, while
“Regulatory Quality” increased by 10%. The
“Rule of Law” indicator for the same period in-
creased by 11%, and the “Control of Corrup-
tion” by 9% (Figure 5).

Formula (2) applied to Estonia shows that the
calculated potential GNI in terms of the indica-
tor “Political Stability and Absence of Violence”
is lower than the actual GNI level by 22%, that

is, it is a bottleneck for the institutional devel-
opment and is important for the growth of GNI.

Formula (3), applied to Estonia, shows that
the calculated potential GNI in terms of “Gov-
ernment Effectiveness” indicator is higher than
actual GNI by 24%, that is, it is not a deterrent
to further economic growth.

Formula (4), applied to Estonia, shows that
the calculated potential GNI in terms of the indi-
cator “Regulatory Quality” exceeds the actual
GNI by 58%, i.e. it is not a deterrent to econom-
ic development.

Formula (5), applied to Estonia, shows that
the calculated potential GNI in terms of “Rule of
Law” indicator is higher than actual GNI by
42%, that is, it is not a deterrent to further eco-
nomic growth.
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Figure 6. — Comparison of potential and real GNI per capita in Estonia in 2015, constant US dollars

2010

Source - own development based on World Bank data [8, 9]
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Formula (6), applied to Estonia, shows that
the calculated potential GNI in terms of the indi-
cator “Control of Corruption” exceeds the actual
GNI by 36%, i.e. it is not a deterrent to econom-
ic development.

The bottleneck for the institutional system in
Estonia is “Political Stability and Absence of
Violence”, however it should be noted that other
indicators have significant margins of safety,
which means that Estonia has completed the
transition process successfully (Figure 6).
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Figure 7. — GNI per capita in Belarus and indicators of the quality of the country’s institutional system
in points

Source - own development based on World Bank data [8, 9]

During the analyzed period from 2004 to
2015, the rate of GNI per capita at constant pric-
es in Belarus shows a fairly steady growth, and
in general has increased by 58%. For the same
period in Belarus, the indicator “Voice and Ac-
countability” increased by 3%. The indicator
“Political Stability and Absence of Violence”
decreased by 2%. The indicator “Government
Effectiveness” increased by 43%, while “Regu-
latory Quality” increased by 18%. The “Rule of
Law” indicator for the same period increased by
36%, and the “Control of Corruption” by 27%
(Figure 7).

Formula (2), applied to Belarus, shows that
the calculated potential GNI in terms of the indi-
cator ‘“Political Stability and Absence of Vio-
lence” exceeds the actual GNI by 68%, i.e. it is
not a deterrent to economic development.

Formula (3) applied to Belarus shows that the
calculated potential GNI in terms of the indica-
tor “Government Effectiveness” is lower than
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the actual GNI level by 15%, that is, it is a bot-
tleneck for the institutional development and is
important for the growth of GNI.

Formula (4) applied to Belarus shows that the
calculated potential GNI in terms of the indica-
tor “Regulatory Quality” is lower than the actual
GNI level by 120%, i.e. it is a bottleneck for the
institutional development and this indicator has
significant reserves for the growth of GNI.

Formula (5) applied to Belarus shows that the
calculated potential GNI in terms of the indica-
tor “Rule of Law” is lower than the actual GNI
level by 62%, that is, it is a bottleneck for the
institutional development and is important for
the growth of GNI.

Formula (6), applied to Belarus, shows that
the calculated potential GNI in terms of “Con-
trol of Corruption” indicator is higher than actu-
al GNI by 25%, that is, it is not a deterrent to
further economic growth.
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Figure 8. — Comparison of potential and real GNI per capita in Belarus in 2015, constant US dollars 2010
Source - own development based on World Bank data [8, 9]

It is evident that balance in the institutional
system of Belarusian economy is absent, which
leads to the conclusion that transition process for
Belarus is not yet finished (Figure 8).

The quantitative assessment of the institu-
tional system of Belarus for 2017 is similar to
the results of the assessment for 2015, which is
carried out in this research [6, p. 122-123].

The analysis shows that institutional system
of Belarus is unbalanced, and significant ele-
ments of the institutional system are deterrent to
economic development [1, 2, 3, 7]. Similar con-
clusion could be made because of the significant
amount of institutional traps in Belarusian econ-
omy [4].

Conclusion. Thus, it can be concluded that
with relatively similar starting conditions after
the collapse of the world socialist system, which
significantly influenced the quality of the institu-
tional environment in Lithuania, Poland, Estonia
and Belarus, there were multidirectional changes
in institutions from 2004 to 2015. Institutional
development was mostly positive in Lithuania,
Estonia and Poland. Despite positive develop-
ment of institutions in Belarus, their level of de-
velopment lags behind the levels in the analyzed
Baltic countries and Poland. Institutional sys-
tems of Lithuania, Estonia and Poland are con-
sistent and fairly balanced and is not a deterrent
to economic development. The institutional sys-
tem of Belarus seems imbalanced, because some
institutions are much more developed than oth-
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ers, some institutions are deterrent to economic
development, and, thus, economy are not con-
sistent in the long run. The quantitative assess-
ment of the impact of indicators of the quality of
institutions on the level of economic develop-
ment can be used in the development of eco-
nomic policy measures. In Belarus institutions
which are measured by indicators “Government
Effectiveness”, “Regulatory Quality” and “Rule
of Law” are bottleneck for the economic and
institutional development. So, they should be
prioritized when developing economic policy
measures. Research shows that Lithuania, Esto-
nia and Poland have successfully completed the
transition according to the analysis of the World
Bank indicators. However, Belarus is in hybrid
transitional state, stuck in the process of transi-
tion or, in other words, Belarusian economy
functions in the conditions of institutional trap.
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