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Abstract: For many countries the Industrial Revolution was an opportunity for 
a dynamic economic development, but it was accompanied by deep social changes. 
Inequalities between regions have deepened, pollution has increased and also con-
junctural fluctuations have intensified. In contemporary view at the social welfare 
there is a tendency to abandon identifying it with the level of income. Also, the re-
search on the causes of socio-economic success is developing. One of the aspects of 
the research, which the article refers to, is the role of the institutions (within the 
meaning of institutional economics) in the socio-economic development. The aim of 
the paper is to examine the relationship between indicators of institutional environ-
ment and indices related to socio-economic development. For the analysis of the 
institutional environment the indices published by the World Bank under the name of 
Worldwide Governance Indicators were used. The analysis of socio-economic level 
of the countries is based on Sustainable Society Index and its components, which 
include a wide range of factors related to well-being. The analysis was conducted in 
two stages. The first stage is a general study of the correlation between WGI and SSI 
for 151 countries from different continents. The second stage includes a more de-
tailed analysis conducted for the European Union, using the cluster method and the 
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analysis of the level of indicators in groups of countries. The study is based on the 
data from 2010. 
 
 
Introduction  
 
The interest of economists in the sources of socio-economic prosperity has 
a long history in the economic thought and empirical studies. The analysis 
included in the paper is the part of the wider research on the contemporary 
causes of the social welfare and well-being (including analysis of public 
regulation, structural changes in the real sphere, and geopolitical conditions). 
The analysis conducted in the paper is a part of the phase of setting the pack-
age of potential factors that can have an impact on the level of the socio-
economic prosperity. The aim of the paper is to examine the relationship 
between indicators of institutional environment and indices related to socio-
economic development. The analysis is based on the Worldwide Governance 
Indicators (as a measure of the institutional environment) and Sustainable 
Society Index, which includes a wide range of factors related to the well-
being. The analysis was conducted in two stages. The first stage is a general 
study of the statistical correlation between WGI and SSI for 151 countries 
with very different level of institutional and socio-economic development. 
The second stage includes a more detailed analysis conducted for the Euro-
pean Union, with usage of cluster method and the analysis of the level of 
indicators in groups of countries. The study is based on the data from 2010. 
 
 
The Concept and Measurement  
of Institutional environment 
 
In the institutional economics there is an increasing number of the research 
focused on the role of institutions in the functioning and development of 
socio-economic systems. Institutions have different definitions. The concept 
was developed by such economist as T. Veblem, J. Commons, D. C. North, 
W. Mitchell, J. M. Clark and many more (Stankiewicz 2005). Generally. 
social institutions can be defined as “rules that influence behaviour, and 
which are meant to provide certain safeguards before we enter into a transac-
tion” (Groenewegen, Spithoven, van den Berg 2012,  p. 24). An institutional 
capacity of society can be analysed in three main dimensions (Kirdina 2003):  
– economic (institutions relating to the receipt of resources for reproduction 

of social agents),  
– political (institutions which form the basic structure of decision-making 

and implementation by the state),  
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– ideological (some norms and values meaningful for society and shaping 

social behaviour). 
It is a discursive issue how to measure the institutional conditions 

(Woźniak 2008). Measuring institutional environment and phenomena con-
nected with social welfare and development isn’t easy, but the number of 
different measures increases. For measuring institutional dimension follow-
ing indicators can be used:  
– Freedom House Index (FHI), constructed in the early 70’s., presently 

calculated for 195 countries. FHI measures global political rights and civ-
il liberties. 

– Economic Freedom of the World (EFW), constructed by Fraser Institute, 
available for about 150 countries, in some cases even since 1970. EWF 
contains five main dimensions: Size of Government, Legal Structure and 
Security of Property Rights, Access to Sound Money, Freedom to Trade 
Internationally, Regulation of Credit, Labour, and Business. 

– Index of Economic Freedom (IEF), published by Heritage Foundation 
since 1995, presently for 185 countries. IEF includes 10 components 
connected with different dimensions of economic freedom, grouped into 
four categories: Rule of Law, Limited Government, Regulatory Efficien-
cy, Open Markets. 

– Corruption Perceptions Index (CPI), provided by Transparency Interna-
tional since 1995. At present it covers 174 countries. Transparency Inter-
national constructed also other indicators connected with CPI. 

– Worldwide Governance Indicators (WGI), published by the World Bank 
since 1996. WGI is calculated for 215 countries and contains six main 
components: Voice and Accountability, Political Stability and Absence of 
Violence, Government Effectiveness, Regulatory Quality, Rule of Law, 
Control of Corruption.  

– Bertelsmann Stiftung’s Transformation Index (BTI), published by private 
foundation from Germany. BTI uses the data form 2009-2011 and 
measures the quality of democracy, a market economy and political man-
agement in 128 developing and transition countries. BTI is based on 17 
criteria grouped in two main indices: Status Index (Democracy Status and 
Market Economy Status) and Management Index. 

– Sustainable Governance Indicators (SGI), also designed by the Bertels-
mann Stiftung. SGI were published in 2009 and 2011 for the OECD 
countries. Criteria are different, but two main indices have the same name 
as in BTI: Status Index (Quality of Democracy and Policy Performance) 
and Management Index (Executive Capacity and Executive Accountabil-
ity).  

– World Governance Index (WGI-2), provided by the Forum for a new 
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World Governance and calculated for 179 countries. WGI-2 was con-
structed in 2008 and is based on five main pillars: Peace and Security, 
Rule of Law, Human Rights and Participation, Sustainable Development, 
Human Development (François 2008). 
The list of the concepts of measures of the institutional issues isn’t com-

plete, but these are calculated for a large number of countries and officially 
published, which allows to conduct comparative studies.  
 
 
Institutions in the Context of Social  
Welfare and Well-being  
 
Prosperity of nations has a long history within economic considerations. As 
D. Rodrik (2002) concludes, the research on the causes of economic devel-
opment can be specified in three main fields: 1. geography (which relates to 
the advantages and disadvantages posed by a country’s physical location), 2. 
integration (relates to market size, participation in international trade in 
goods, services, capital, and possibly labour), 3. institutions (the quality of 
formal and informal socio-political arrangements). Institutional economist 
rise such issues like transaction costs, shadow economy, corruption, bureau-
cracy, the role of state and pressure groups, the costs of over-regulation, 
property rights, including common access property (Stankiewicz 2005). Not 
all conclusions are obvious. For example, M. Olson (1982) has observed that 
political stability might slower the rate of growth. Also an impact of institu-
tional changes was considered. B. Heybey and P. Murrell (1999) concluded 
that in process of transition initial conditions are much more important than 
policy changes in determining growth performance in the first years of tran-
sition. On the other hand. D. Rodrik, A. Subramanian, and F. Trebbi (2002) 
prove that the impact of the institutional environment has primacy to geopo-
litical factors as a determinant of growth. According to an economic free-
dom, there is no agreement that it is beneficial in all areas. Much research 
has been conducted (Sturm, De Haan 1998, 2000; Carlsson, Lundström 
2002, Ayal, Karras 1998; Dawson 2003, Berggren 2003) and the conclusion 
is that generally political and economic freedom supports growth, but there 
is a special importance of property rights, a well-functioning legal system, 
and free competition. 

Most of the research focus on the impact of institutional issues on eco-
nomic growth. However, since the beginning of the debate on social welfare 
economists have been aware of the role of subjective perception of a pros-
perity, because social welfare was considered in a form of the utility function 
of wealth (Acocella 2002, pp. 73-74). Utility is a category which is hard to 
measure, so for a long time the research were focused mainly on national 
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income or other material categories. In the 80’s the first research on relation-
ship between the income and the perception of life satisfaction appeared. 
The results show that life satisfaction increases together with the increase of 
income only for the individuals considered within a particular society condi-
tions. The average happiness stays at the same level if the income of all indi-
viduals increases, because people compare their situation to the others (East-
erlin’s paradox). People also adapt quite quickly to the conditions, the good 
ones as well as the bad ones, and after some time attach less importance to 
the factors which they used to value. Also, other factors matter, like em-
ployment, relationships with others, health, the level of education (people 
with higher level of educations statistically show higher level of the sense of 
happiness) and many more (Grabicz 2012, pp. 13-32). Contemporary ap-
proach to the social welfare and well-being includes analysing not only the 
level of income, but also such phenomena as life expectancy, possibilities of 
personal development, social exclusion, social inequalities (Fitoussi, et al. 
2009; Foster et al. 2005). Leaving aside the factors that can’t be shaped by 
formal, public institutions, there is still a great variety of dimensions which 
have impact on social welfare and well-being. Recently, many indicators 
have been constructed, e. g. Human Development Index, which measures the 
factors connected with social and economic conditions and development. It 
refers to the contemporary view on social welfare and enables the expansion 
of the research on determinants of socio-economic development.   
 
 
Measures of Institutional Environment  
and Socio-economic Development Used in the Analysis 
 
The research is based on the Worldwide Governance Indicators (WGI) and 
the Sustainable Society Index (SSI) with its components. These indicators 
were chosen because of their complexity and the availability of data for 
a large number of countries. Authors of  WGI define governance as “the 
traditions and institutions by which authority in a country is exercised”. The 
package of WGI contains six indicators – two in each of three dimensions of 
governance (Kaufmann et al. 2010):  
A. The process by which governments are selected, monitored and replaced: 

1. Voice and Accountability (the ability of participation in selecting gov-
ernment, freedom of expression and association, free media); 
2. Political Stability and Absence of Violence (the probability of destabi-
lization or overthrow of the government by unconstitutional or violent 
means, including politically motivated violence and terrorism). 
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B. The capacity of the government to effectively formulate and implement 
sound policies: 

3. Government Effectiveness (the quality of public and civil services and 
its independence from political pressures, the quality of policy formula-
tion and implementation, the credibility of the government); 
4. Regulatory Quality (the ability of the government to formulate and im-
plement sound policies and regulations that permit and promote private 
sector development). 

C. The respect of citizens and the state for the institutions that govern eco-
nomic and social interactions among them: 

5. Rule of Law (confidence and respect to the rules of society, the quality 
of contract enforcement, property rights, the police, and the courts, the 
likelihood of crime and violence). 
6. Control of Corruption (petty and grand forms of corruption, and "cap-
ture" of the state by elites and private interests). 
All indicators are in the range from -2,5 to 2,5 and are the results of esti-

mation of 30 different data sources. The World Bank also publishes infor-
mation about standard error of the estimation. Because WGI are imposed by 
an error, indicators have been criticized by some researchers and their cogni-
tive value has some limitation (Oman 2007). It is general problem with indi-
cators which refers to the phenomena difficult to measure, but without at-
tempts of measuring it would be hard to concretize the research issues. 
 
 
Table 1. Components of Sustainable Society Index 
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1. Sufficient Food Number of undernourished people in % of 
total population 

2. Sufficient to 
Drink 

Number of people as % of the total popula-
tion, with sustainable access to an improved 
water source. 

3. Safe Sanitation Number of people in % of total population, 
with sustainable access to improved sanita-
tion 
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7. Education Combined gross enrolment ratio for prima-
ry, secondary and tertiary schools 

8. Gender Equality Gender Gap Index 
9. Income Distri-
bution 

Ratio of income of the richest 10% to the 
poorest 10% of the people in a country 
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Table 1 continued 
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 13. Renewable 
Water Resources 

Annual water withdrawals (m3 per capita) 
as % of renewable water resources 

14. Consumption Ecological Footprint minus Carbon Foot-
print 
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 15. Renewable 
Energy 

Consumption of renewable energy as % of 
total energy consumption 
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CO2 emissions per capita per year 

E
co

no
m

ic
 W

el
l-b

ei
ng

 

Tr
an

sit
io

n 17. Organic Far-
ming 

Area for organic farming in % of total 
agricultural area of a country 

18. Genuine 
Savings 

Genuine Savings (Adjusted Net Savings) as 
% of Gross National Income (GNI) 

Ec
on

om
y 19. Gross Do-

mestic Product 
GDP per capita, PPP, current international 
dollars 

20. Employment Unemployment as % of total labour force 
21. Public Debt The level of public debt of a country as % 

of GDP 
 
Source: Sustainable Society Foundation. 

 
For the description of the level of socio-economic development the Sus-

tainable Society Index was used, the indicator constructed by the Sustainable 
Society Foundation. As Table 1 shows, SSI is based on three pillars: Human 
Well-being, Environmental Well-being, and Economic Well-being. Next 
sub-indicators describe 8 of dimensions of sustainable society and these 
8 sub-indicators are the result of calculation of another 21 indices. SSF pub-
lishes the indices for years 2006, 2008, 2010, 2012 (for 151 countries). All 
sub-indicators and main indices have values in the range from 0 to 10. 

Because SSI includes WGI (position 10 in table 1), Personal & Social 
Development, Human Well-being and main SSI were recalculated without it 
(as geometric mean, which is the method used in the original calculation of 
the Sustainable Society Foundation). The SSI used in next part of the paper 
doesn’t include WGI and is based on 20 instead of 21 elements.   
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Correlation Between Worldwide Governance  
Indicators and Sustainable Society Index 
 
The aim of this part of the research is to examine statistical relationship be-
tween WGI and SSI. Because the period of publishing SSI is short, the re-
gression analysis couldn’t be done. Instead of it the analysis is based on the 
greater number of observation (151 countries with very different level of 
WGI and SSI – full list of the countries is available on SSF website). If there 
is a correlation, it doesn’t mean that good governance is the cause of sustain-
able development, it only shows that the phenomena coexist. But if phenom-
ena don’t coexist, there’s no reason for the statement that the level of WGI 
matters for socio-economic development. The expected result of the analysis 
is to examine if the level of WGI can be considered as a potential determi-
nant of socio-economic development. Table 2 shows calculations of Pear-
son's correlation coefficients (R) and coefficients of determination (R2) for 
151 countries and for the EU (scores in brackets). The data comes from 
2010.  

According to the worldwide analysis, Environmental Well-being is nega-
tively correlated with all WGI components. Developed countries are those 
which have also high score in WGI ranking, so pollutions and general poor 
condition of the natural environment aren’t the result of the governance, but 
of industrialization. Other SSI components are positively correlated with 
WGI. The highest scores can be observed in the case of Government Effec-
tiveness and Rule of Law, especially for Human Well-being (R2 is over 
50%).  

 
 

Table 2. Pearson's correlation coefficients and coefficients of determination 
for WGI and SSI (2010) 
 

2010 Human  
Well-being 

Environmental 
Well-being 

Economic 
Well-being 

Sustainable 
Society Index 

Voice and Accountability 
R 0,57 (0,53) -0,27 (-0,24) 0,61 (0,34) 0,46 (0,11) 
R2 32% (28%) 7% (6%) 37% (12%) 22% (1%) 

Political Stability and Absence of Violence 
R 0,58 (0,23) -0,37 (0,03) 0,58 (0,44) 0,33 (0,28) 
R2 34% (5%) 14% (0%) 34% (19%) 11% (8%) 
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Table 2 continued 
 

2010 Human  
Well-being 

Environmental 
Well-being 

Economic 
Well-being 

Sustainable 
Society Index 

Government Effectiveness 
R 0,76 (0,54) -0,51 (-0,18) 0,71 (0,44) 0,38 (0,20) 
R2 57% (29%) 26% (3%) 50% (19%) 15% (4%) 

Regulatory Quality 
R 0,68 (0,41) -0,44 (-0,28) 0,66 (0,37) 0,38 (0,07) 
R2 47% (17%) 19% (8%) 44% (14%) 14% (1%) 

Rule of Law 
R 0,74 (0,44) -0,51 (-0,24) 0,69 (0,30) 0,35 (0,07) 
R2 54% (19%) 26% (6%) 47% (9%) 12% (1%) 

Control of Corruption 
R 0,67 (0,52) -0,45 (-0,21) 0,66 (0,36) 0,33 (0,14) 
R2 44% (27%) 20% (4%) 43% (13%) 11% (2%) 

 
R – Pearson's correlation coefficients 
R2 – coefficient of determination  
In brackets – scores for EU 
 
Source: own calcutations.  
 

The results for the EU countries don’t show robust correlation. The EU 
countries – in global comparison - don’t differ as much in the context of 
institutional environment and the level of socio-economic development. It is 
also worth of noticing that some of the EU countries went through systemic 
transformation and the impact of the institutional environment can show the 
results with a delay. These might be the causes of the lower values of R and 
R2 in the EU analysis. According to the calculations, the factor most corre-
lated with Human Well-being is Government Effectiveness, Voice and Ac-
countability and Control of Corruption (R over 0,5, R2 about 30%). Econom-
ic Well-being is most correlated (but with results of R below 0,5) with Gov-
ernment Effectiveness and Political Stability and Absence of Violence (R2 
about 20%).  
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Institutional Environment and Sustainable  
Society in the European Union Countries 
 
This part of the paper focuses on the analysis of the level of SSI and its 
components in the EU countries. Because correlation for these countries isn’t 
robust, more reasonable might be looking at general stage of development of 
the institutional conditions and its relation with socio-economic develop-
ment. The aim of this part of the research is to examine if the countries with 
developed governance have also high level of indicators connected with 
socio-economic development.  

The EU countries were divided into groups with similar level of WGI 
with usage of the k-means cluster method. The cluster analysis was based on 
Euclidean distance for all categories of WGI. The following formula was 
used: 

 

2

1
)(),( kjij

p

j
ikki xxdxxd  



. 

 
The average distance is the square root of the sum of differences between 

the value of j characteristic for the objects xi and xk  and p is the number of 
characteristics. Figure 2 shows the stages of creating the clusters. The length 
of the lines shows the degree of similarity of the countries and groups. The 
groups were set, when the average distance between all clusters exceeded the 
value 1. 

The most institutionally similar countries are Hungary and Lithuania. 
There is also a high similarity between the couples Portugal-Slovenia and 
Bulgaria-Romania. The last couple is relatively very different from all other 
EU countries and doesn’t create a cluster group with them. The countries 
belonging to the first group are: Sweden, Denmark, Finland, the Nether-
lands, Luxembourg, Austria, Belgium, France, Germany, Ireland, and The 
United Kingdom. The countries from the group II are: Hungary, Lithuania, 
Latvia, Slovakia, Poland, the Czech Republic, Italy, and Greece. The last 
group includes: Cyprus, Estonia, Malta, Portugal, Slovenia, Spain. None of 
new EU members aren’t in the first group (the group with the highest scores 
of WGI). Most of the countries form Central-Eastern Europe create the 
group together with Italy and Greece. These two countries have joined the 
group as the last ones, but they are more similar (according to WGI level) to 
Central-Eastern Europe, rather than to other Mediterranean countries. 
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Figure 1. Cluster analysis of the EU countries (2010) 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Source: own compilation.  
 

Table 3 shows the average level and standard deviation of WGI in the 
groups of countries. Most advanced are countries from the first group. All 
indicators are higher in comparison to the other groups. The second group 
has week scores, only Political Stability and Absence of Violence is higher 
than in the third group. Especially Control of Corruption is very low in this 
group (0,2). The third group has moderate scores, except for Political Stabil-
ity. Bulgaria and Romania stand out from the EU countries because of very 
low level of WGI. Government Effectiveness, Rule of Law and Control of 
Corruption have negative values in these countries.  

The absolute leaders in WGI ranking are the Nordic countries. In the first 
group Belgium and France have the lowest results (an exception is Govern-
ment Effectiveness – here Ireland has the lowest score). The weakest links in 
the second group are Italy and Greece. Also, Latvia has relatively low 
scores. The best results in the group II belongs to the Czech Republic. In the 
third group, there is no rule. Portugal has one of the highest level of Voice 
and Accountability within the group, but one of the lowest levels of Regula-
tory Quality and Rule of Law. Spain’s score in Political Stability and Ab-
sence of Violence is the lowest in the EU. Slovenia also has relatively poor 
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results. Malta seems to have the best governance within the group III, but not 
in all areas. 

 
 

Table 3. Average level of WGI in cluster groups of the EU countries 
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Group I Av 1,43 0,98 1,74 1,64 1,76 1,86 

  Sd 0,12 0,23 0,29 0,20 0,17 0,33 

Group II Av 0,92 0,66 0,71 0,97 0,69 0,20 

  Sd 0,07 0,35 0,15 0,16 0,16 0,18 

Group III Av 1,10 0,59 1,15 1,14 1,18 0,97 

  Sd 0,05 0,40 0,17 0,31 0,15 0,08 

BG+RO Av 0,46 0,32 -0,07 0,64 -0,01 -0,20 

  Sd 0,03 0,05 0,08 0,02 0,06 0,01 
 
Source: own calculations. 
 

Figure 2 shows the average level of 8 sub-indicators of SSI and Table 
4 includes the scores of 20 components of SSI (marked with numbers ex-
plained in table 1) and main indices (Human, Environment and Economic 
Well-being) for extracted groups. SS Indices still don’t include WGI (that’s 
why number 10 is missing).  

The first group of countries is not only developed in terms of governance, 
but also has the highest scores in SSI ranking. The exceptions are Natural 
Resources and Climate and Energy. Results in the second and third group are 
varied. Group II has the lowest score in Economy, especially in Employment 
(even Bulgaria and Romania have better results), but – among three groups  
– leads in the areas connected with an environment. The third group has 
a low level of Health (mainly problems with clean water), Personal & Social 
Development (because of high level of social inequalities), Nature & Envi-
ronment, and Transition (especially Genuine Savings). The total SSI is the 
lowest in the third group.  
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Figure 2.The average level of sub-indicators of  Sustainable Society Index for clus-
ter groups of the EU countries 

 
 
Source: own calculations.  
 

Looking more specifically, the first group isn’t very diverse in most di-
mensions. The exceptions are: Biodiversity (results from 1 in Ireland to 10 in 
Germany, Luxembourg and Austria), Organic Farming (most developed in 
Austria and the Nordic countries), and Public Debt - the best situation is in 
Luxembourg (9,56) and Sweden (8,31), the hardest in Ireland (1,0), Belgium 
(1,0) Germany (1,18), and France (1,24). These dimensions are also the main 
areas of differences within group II and III. The countries with biggest prob-
lems with Public Debt from the second group are Italy (1,0), Greece (1,0), 
and Hungary (1,32); from the third one – Portugal (1,0). The countries with 
best scores are: from group II – Czech Republic, Lithuania, Latvia, Slovakia 
(over 8,0); from group III – Estonia (9,91) and Slovenia (8,37). In the case of 
other indicators: all the countries from the first group have GDP index at the 
level over 9,0, and Genuine Savings over 8,5, only Luxembourg has the 
lower score of Education (7,55, while the rest of the countries form the 
group I have at least 9,0), and all the countries from this group has 10 points 
in dimension connected with basic needs. The lowest level of GDP index in 
EU are in Bulgaria (5,98), Romania (5,77), Latvia (6,4) and Lithuania (6,98). 
The biggest problems with employment are in Spain (1,65) and Latvia 
(1,77). In the EU there are two countries with very low level of Genuine 
Savings: Greece (3,11), and Portugal (3,82).  
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Table 4. The average level of the components of SSI in cluster groups of the EU 
countries 
 

  1 2 3 4 5 6 7 8 

Grupa I 10,00 10,00 9,99 8,79 10,00 8,20 9,38 7,55 

Grupa II 10,00 9,99 9,48 7,99 9,58 8,19 8,87 6,95 

Grupa III 10,00 9,93 9,92 8,43 8,85 7,46 8,90 7,02 

BG+RO 9,50 9,40 8,60 7,55 8,03 8,13 8,06 6,90 

  9 11 12 13 14 15 16 17 

Grupa I 6,90 5,89 6,73 8,97 1,90 1,54 1,80 6,36 

Grupa II 6,62 4,27 7,26 8,92 2,68 1,27 3,47 7,10 

Grupa III 4,89 2,84 4,45 7,53 2,44 1,18 2,59 5,97 

BG+RO 7,50 2,66 4,15 8,40 5,72 1,18 4,63 1,76 

  18 19 20 21 HW EW EW SSI 

Grupa I 8,89 9,35 4,88 4,13 8,88 3,22 6,22 5,51 

Grupa II 7,54 7,71 3,63 5,31 8,51 3,57 5,83 5,55 

Grupa III 6,91 8,29 4,08 5,11 8,01 2,72 5,53 4,82 

BG+RO 7,72 5,87 4,72 9,31 8,11 3,73 4,81 5,31 
 
Source: own calculations.  
 

At the higher level of aggregation: in the first group the lowest score in 
Economic Well-being is in Ireland (3,79), France (4,59) and Belgium (4,76) 
– the countries with relatively (within their group) poor level of governance. 
The best scores are in the Nordic countries and Luxembourg – the countries 
with highest scores in WGI. Within group II the lowest level in economic 
dimension can be observed in Greece (3,77), the highest – in the Czech Re-
public (7,86). In the third group the best economic score is in Slovenia (7,86) 
and Estonia (7,11), the worst – in Malta (3,32). In Human and Environmen-
tal Well-being there are no such big differences within the groups.  
 
 
Conclusions 
 
The literature and research raise the importance of the institutional environ-
ment for socio-economic development. According to the worldwide analysis 
the study conducted in the paper shows that: 
– Environmental Well-being has negative correlation with WGI (which is 

rather an apparent correlation connected with industrial development, not 
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the governance development); 

– Human and Economic Well-being are correlated positively; 
– Most correlated with Human and Economic Well-being are Government 

Effectiveness and Rule of Law, at the second place are Regulatory Quali-
ty and Control of Corruption, and least correlated are Political Stability 
and Absence of Violence, and Voice and Accountability (but still Pear-
son's correlation coefficients are over 0,5).  
In the analysis of the EU countries it could be observed that: 

– For the EU countries a correlation between WGI and SSI isn’t robust, but 
also institutional diversity of the countries isn’t very large and there are 
countries which are relatively new on the path to a better governance (be-
cause of systemic transformation); 

– The countries with very high level of WGI are also the countries with the 
highest level of SSI components connected with Human and Economic 
Well-being (all group I, especially the Nordic countries); 

– None of the countries with low scores in WGI has a good results in Hu-
man and Economic Well-being (e.g. Bulgaria, Romania, Italy, Greece). 
According to the analysis, it seems that there is a positive relationship be-

tween a good governance and socio-economic development, however it is 
relationship between a general, stable advancement of institutional environ-
ment and the stage of human and economic development rather than robust 
correlation between single indicators. The future research will be focused on 
other institutional and non-institutional determinants of socio-economic de-
velopment and the causality analysis for the institutional environment and 
social welfare.  
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