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INSTITUTIONS AND THEIR IMPACT
ON ECONOMIC DEVELOPMENT

The theoretical assumption on the role of institutions in ensuring the unity of
functioning and evolution of economic systems has been improved. Based on regression
analysis the assumption on the significant effect of institutional quality on economic
development has been developed.
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Muxonenxko E. Jxonomuueckue UHCmumymsl U Ux e6J1uiHue Ha pazeumue
XO03AUCMBEHHOI CUCHEMDL. yCO@epWEHCWl@O@aHO meopemu4ecKkoe nojiodcerue o poju
uHcmumymoes 6 obecneuenuu eouHcmed q’)yHKuuonupoeanz u aseojimoyuu XO3SUCMBEHHBIX
cucmem. Ha ocnose npoeeOeHﬁoeo pecpeccuoHHoco anaiuza noayduio oanvhetiuee
passumue noJodHceHue O 3HAYUMOM 6IUAHUU Kadyecmed UHCmMuUumymoe Hda paszeumue
OKOHOMUKU.

Knwouesvie cnosa: HHCTUTYIIMOHAJIBHOC YCTpOﬁCTBO OKOHOMHKH, ISKOHOMH-
YECKUE MHCTUTYTHI, KAYE€CTBO MHCTUTYTOB, MHCTUTYIIUOHAIIBHOE PAa3BUTUE SKOHOMUKH.

Background. In modern conditions the research of institutional deve-
lopment of economic systems and its determinants has become increasingly
important due to deepening of income and welfare inequality and diffe-
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rentiation of accumulated human, physical and intellectual capital. The study of
economic reality allows exploring just not only the essence of economic
institutions but its role in ensuring of functioning of market mechanism.

Development of economic system is connected with evolution of eco-
nomic institutions and desire of economic agents to reduce the uncertainty
of their economic activities. In some systems institutional evolution copes
with these challenges, and in others it results in economic destabilization or
system failure [1, p. 48]. Therefore, institutional system of economy is not
just a set of rules and regulations that govern social interactions. It has a
structure and characterized by system and specific properties availability.
The market economy is always more or less institutionalized.

Analysis of recent research and publications. Institutions and insti-
tutional development are of scientific interest. The well-known representatives
of modern institutional concepts are both foreign (D. North [2], D. Rodrik [3]),
and domestic authors: A. Hritsenko [4], V. Dementiev [5], V. Lipov [6] etc.
The issue of impact of formal and informal institutions on functioning and
development of economic systems has been actualized. The correlation
between economic growth and institutional factors has been investigated by
such authors as R. Barro, R. La Porta, A. Prasad, S. Neck, J. Gwartney [7-11] etc.

The aim of the article is to study the role of institutions in ensuring the
unity of functioning and evolution of economic systems.

Materials and methods. The methodological basis of the paper is
institutional theory and research results of domestic and foreign scientists on
the issue of institutional development of economic system. The methods that
have been used for scientific assumptions: analysis, synthesis and method of
abstraction just to study the essence of institutional structure of economy,
correlation and regression analysis to justify the significant impact of
economic institutions on development and functioning of economic system.

Results. The initial concept of this analysis is economic institution.
"This is something that does not fit into the content of rational choice based on
the price mechanism and the others in relation to it" [5, p. 9]. The paper
presented by V. Dementiev develops the analysis of attributes of institution
as a social phenomenon that provide the link between society and individual
spheres of life. The concept of economic institution as a mechanism of
social control and coercion, that structures (orders) interactions and
institutes giving them a stable recurring form, is of scientific interest. In this
context, institutions and institutional forms organize stable institutional
structures, which capture everything that have been verified. Thus, insti-
tutions are the foundation of economic activity and ensure the ordering of all
elements in system in their interconnection. "They... fill the process of interaction
with new qualitative attributes; provide an opportunity to concretize the
conscious activity of people in organization of this process" [12, p. 123].

The notion of "institution" is closely correlated with the concept of
"institutional structure of economy", regarded as a set of institutions that
define a model of economic behaviour and eliminate a problem of rational
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choice; it creates a system of incentives and prevailing motives. The
dominant economic institutions, in turn, become a communication tool of
behaviour that reduces uncertainty of basic economic activity of economic
agents [4, p. 60]. Uncertainty reduce is considered to be a "working" zone as
a set of alternatives for decision-making. This means that institute founds an
alternative choice for decision maker. Any economic agent doesn’t have any
alternative in his choice beyond institutional system. For example, violation
of established rules and regulations displaces economic agent outside of
trusting relationship.

Fixation and stability of institutional structure of economy does not
mean its absolute immutability. On the contrary, any changes concerning
institutional structure reflect deep social and economic changes affecting
overall dynamics of economic system. In this way institutional structure has
an ambivalent nature and is steady against environmental changes in comparison
with other subsystems of economic system. At the same time its changes
reflect structural changes in economy as a whole.

Understanding of the institutional arrangement of economy just only
in terms of fixing (fundamental) component does not provide with notion of
coordination system of economic activities. The institute is a real (operating)
behaviour of economic agents. In this context, E. Ostrom notes that the
institutions can be defined as a set of existing rules, as far as content of
prescribed and realized rights are not the same [13, p. 8]. Actual functional
basis of institutions is an important component of actual behaviour of
economic agents and functioning of economic system. It coordinates social
interactions, checks on suitability of rules and regulations from "bellow",
changes them and enables implementation of proactive changes in system.

In this context, it is logical to identify a functional component of insti-
tutional system, which combines an actual framework of institutions and
agents, incorporates a movement and a development, and forms a social reality.
"By combining the essential (hierarchical) and appearing ... sides of research
object, we get a real understanding of our reality", V. Lipov says [6, p. 123].
Regarding functionality of institutional system it is important to note its
complementarity with the reproductive process. "This provides a possibility
of rapid mutual response of functional components to reproducing process,
their interactions, mutual adaptation to changing environment" [6, p. 123].
For example, a high tax burden deforms enterprise activities and results both
in reduce of fixed capital formation and investment activities or in rejection
of tax institution and reduce its actual potential.

Thus, the concept of institutional system of economy includes a funda-
mental stable component that fixes changes in a system and provides a stable
environment, and a functional component, which coordinates the actual
basis of economic institutions. The effect of interaction between actual
functional and fundamental components is manifested through ensuring the
unity of functioning and evolution of economic system. The concept of
interaction characterizes functioning as well as development of economic
system and its unity represents the dynamism [12, p. 154]. "Universal form

50 ISSN 1727-9313. HERALD OF KNUTE. 2015. W 6




STATE AND ECONOMY

of economic dynamism are an active interaction of financial, monetary,
financial and stock markets and corresponding institutions, which cover all
socio-economic horizontal and vertical diversity of society" [14, p. 22].

Economic institutions related to the existence of different forms of
interaction between economic agents, methods of action coordination, and
forms of competition, cooperation and conscious control of economic reality.
The increasing complexity of institutional structure due to increasing globa-
lization leads to increased significance of certain institutions in economic
system. Thus, current development of financial capital and its expansion
have contributed to increasing position and importance of financial institutions
in economy. And principles of private property create favourable conditions
for intensive development of efficient financial markets [15]. E. Prasad,
exploring the correlation between capital inflows and economic growth in
developing and developed countries, concludes that weak financial institutions
and weaknesses in a property rights protection in developing countries reduce
returns on equity. In developed countries "deep" financial markets and stable
legal institutions contribute to more efficiency of investment resources [9].

Property rights protection provides prerequisites for intensive expansion
of investment and for enhancing the rate of economic growth [16]. Investing
in this case is a mediator between institutional factors and economic growth.
Therefore, developed countries are characterized by large amounts of
investment in fixed assets in comparison with countries with weak financial
institutions, where a correlation between profitability and capital inflows is
absent. R. Barro notes that a level of property rights protection and a quality
of legal order are supposed to be universal key determinants of economic
growth in both developing and developed countries [7].

The judicial independence also plays an important role in the
implementation of principles and private property rights that is employed by
R. La Porta [8]. In those countries where the courts have a relatively greater
independence and contracts enforcement mechanisms work the better conditions
for economic growth are realized. In particular, D. Rodrik confirms that in
cross-country regressions the factors of institutional quality (especially
property rights, law enforcement and judicial system) more significant
explain the differences in economic development than other factors [3]. Our
results are robust to the use of this alternative measure of openness.

S. Neck and F. Kiefer note that the high levels of trust in transactions
as well as the credibility of the state really contribute to economic growth [10].
Cross-country regression analysis that has been conducted by J. Gwartney
and L. Holcomb shows that the quality of institutions just not only affects
the incomes, but also makes a difference in the rate of its growth in long
term, affects the investment processes and productivity [11].

Thus, different methods to include the variable "quality of institutions" in
the growth model have been developed. One of the two types of models is
more often used to study the influence of institutions on economy: a structural
model or in a reduced form. The period from 2010 to 2014, taken for the
analysis, is characterized by a complete sample data that have a common
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methodology of calculation. During this time the resurgence is moving after
the previous downturns. The data sources are the wide range of components
(pillars) that characterize the level of public and private institutions in
different countries. The data are obtained from database WEFORUM (Global
Competitiveness Reports) [17]. Components of institutional development
cover both formal and informal market institutions. According to the metho-
dology a country receives the highest possible score of 7, thus ensuring that
1 and 7 still corresponds to the worst and best possible outcomes, respectively.
10 institutional factors that characterize property rights, economic power
and availability of informal networks in economy have been selected. In this
analysis because of data availability issues we could include only 71 countries.
These figures have been processed in the application package for mathematical
analysis Statistica. Table I presents the initial results of data processing.

Table 1
Statistics indicators of institutions
Institutional faktors Average itapdgrd
eviation
Property rights (PR) 4.348870 1.061964
Judicial independence (JI) 4.134823 1.398812

Efficiency of legal framework in settling disputes, efficiency

of legal framework in challenging regulations (ELF) 3.498256 0.469774

Wastefulness of government spending,

favoritism in decisions of government officials (DPF) 3.157645 0.477943
Irregular payments and bribes (/PB) 4.502960 1.194984
Public trust in politicians (PTP) 3.084325 1.157068
Transparency of government policymaking (7GP) 4.408660 0.704704
Efficacy of corporate boards (ECB) 4.640196 0.564928
Reliance on professional management (RPM) 4.579735 0.903401
Ease of access to loans (EAL) 2.950534 0.696000

To measure the relationship between multiple variables we use corre-
lation matrix. The correlation coefficients between each variable and the others
show that there is a correlation between the factors identified, which can be
rated as average and strong. The maximum value is 0.9274. Consequently,
there is an effect of multicollinearity (intercorrelations among the indepen-
dent variables) which must be removed to obtain undistorted results of the
analysis. To reduce the dimension of the matrix we can use the principal
components analysis. This transformation is defined in a such way that the
first principal component has the largest possible variance and each
succeeding component in turn has the highest variance possible under the
constraint that it is orthogonal to the preceding components (fable 2).

In our case the first component explains 82.51 % of total variance and
describes the changes of the 9 factors. The factor loadings of 3 components
are represented (table 3). The first component explains the maximum
amount of variance for each factor analyzed (more than 70 %). It means that
there is strong interconnection between the first component and all other
factors. The first component matches all the requirements.
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Table 2
Eigenvalues of the correlation matrix
Component Eigenvalues % Total variance
1 8.250891 82.50891
2 0.668752 6.68752
3 0.363650 3.63650
Table 3
Main component loading faktors
Institutional faktors 7 Comgonent 3
Property rights (PR) 0.9414 —0.1649 —0.1009
Judicial independence (JI) 0.9264 —0.2829 —0.0599
Efficiency of legal framework in settling disputes,
efficiency of legal framework in challenging 0.9596 0.0161 0.0420
regulations (ELF)
Wastefulness of government spending, favoritism
in decisions of government officials (DPF) 0.9619 —0.0030 0.1726
Irregular payments and bribes (/PB) 0.9105 —0.3039 —0.0089
Public trust in politicians (PTP) 0.9070 0.0999 0.3399
Transparency of government policymaking (7GP) 0.8904 0.0619 0.2292
Efficacy of corporate boards (ECB) 0.9079 0.1519 —0.2606
Reliance on professional management (RPM) 0.9373 —0.0746 —0.2689
Ease of access to loans (EAL) 0.7164 0.6529 —0.0997

Principal components analysis allows to reduce the number of variables,
avoid multicollinearity and to eliminate other predictors relative to the number
of observations without any changes in eigenvectors of 1* components (table 4).

Eigenvector of the correlation matrix

Institutional faktors VarlabieZ)number Component 1

PR 1 0.327721

JI 2 0.322505
ELF 3 0.334038
DPF 4 0.334857
IPB 5 0.316986
PTP 6 0.315764
TGP 7 0.309995
ECP 8 0.316075
RPM 9 0.326322
EAL 10 0.249409
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Thus, the equation of the first principal component is made up as follows:

C=0328-7,+0.323 - 2,+0.334 - Z;+0.335 - Z,+ 0317 - Zs +
+0.316 x Zg+ 0.31 - Z;+ 0.316 - Zs+ 0.326 - Zy+ 0.249 - Z,, (1)

Z; — standardized variables X;.

The first principal component is used as an integral index in the
analysis. To apply for analyzed variables standardized variables Z; must be
replaced by the formula (2):

Z;= (X - Xu) / o, (2)

X,y — average value of X; variables;
o; — standard deviation of .X; variables.

Thus, the equation made up with usual variables is made as follows:

IP=0.309 - X, +0.231 - X;+0.712 - X5+ 0.701 - X4+ 0.265 - X5+
+0.273 - X +0.44 - X7+ 0.56 - Xz + 0.361 - Xo+ 0.358 - Xj0—16.278.  (3)

This value is an integral index (/P) that is aimed to assess the impact
of institutional quality on development and functioning of economy. The
integral index for each country is calculated by formula and presented in
table 5. This indicator allows to eliminate the interference between factors
and build an adequate regression model as the relationship between
dependent variable (GDP per capita) and independent variables — factors of
institutional development — for 71 countries (figure).

R?=0,6424

90000

GDP per capita (US$)

Quality of institutions (integral index)

The quality of the institutional development and GDP
per capita (USD) with the line of regression (71 countries)
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Integral index (IP) and average indexes of institutional development of analyzed countries (2010-2014)*

Table 5

Country PR JI ELF ** DPF ** IPB PTP TGP ECP RPM EAL 1P GDP ***
Australia 5.49 6.01 3.97 3.59 5.85 421 4.76 5.63 5.84 3.62 3.48 63289.69
Austria 5.80 5.36 3.99 3.44 5.63 3.55 5.05 5.10 5.32 3.10 2.56 49504.46
Belgium 5.32 5.36 3.73 3.52 5.65 3.71 4.30 5.22 5.54 3.69 2.36 46515.12
Canada 5.86 6.24 4.14 3.63 5.98 4.47 5.31 5.56 6.00 3.70 4.2 51056.95
Denmark 5.64 6.33 3.95 3.93 6.38 4.95 4.97 5.27 5.97 3.20 3.95 59492.04
Finland 6.35 6.48 4.53 4.05 6.60 5.27 5.89 5.64 6.20 4.31 5.95 48588.54
France 5.74 4.92 3.94 3.38 5.44 3.61 4.52 5.15 4.90 3.30 2.05 43747.66
Germany 5.74 6.17 4.17 3.76 5.78 411 5.02 5.22 5.58 3.10 3.43 45251.80
Island 5.15 571 3.99 3.40 6.35 3.34 5.01 4.84 5.33 2.62 2.22 46214.97
Ireland 5.76 6.29 3.95 3.52 6.14 3.51 5.02 4.78 5.74 2.00 2.48 50501.28
Italy 4.05 3.70 2.95 2.67 3.92 1.84 3.11 3.87 3.54 1.92 -3.16 33886.84
Israel 4.87 5.96 3.68 3.21 5.55 3.15 4.24 4.59 4.90 3.14 1.12 36200.95
Netherland 5.86 6.26 4.33 4.06 6.10 5.22 5.22 5.43 6.05 3.50 4.71 51072.21
New Zealand 5.93 6.72 4.40 4.24 6.71 5.54 5.93 5.76 6.31 3.97 6.02 39047.79
Norway 5.84 6.27 4.24 4.01 6.34 571 5.22 5.70 6.20 4.40 5.33 97631.87
Sweden 5.92 6.22 4.38 4.23 6.27 5.59 5.54 5.71 6.19 4.32 5.67 57348.94
Switzerland 6.25 6.24 4.35 391 6.22 5.19 5.77 5.36 5.96 3.65 4.99 83917.55
United Kingdom 5.97 6.22 4.19 3.65 5.93 3.84 5.16 5.27 5.93 2.85 3.54 41671.34
USA 5.13 4.99 3.82 3.15 4.90 3.27 4.49 5.18 5.55 3.72 1.79 51395.87
Bulgaria 3.24 2.74 3.05 2.72 3.84 2.24 3.44 4.00 3.63 3.10 =2.77 7324.98
Croatia 3.74 3.03 2.94 2.81 3.78 2.10 3.91 3.98 3.71 2.48 -2.62 13747.70
Czech Republic 4.01 3.80 3.12 2.73 3.86 1.70 3.86 4.59 4.61 3.03 -1.53 13747.70
Estonia 5.08 5.54 3.80 3.50 5.57 3.63 5.15 4.86 5.23 3.02 2.14 17488.99
Greece 4.09 3.40 3.05 2.78 3.55 1.96 3.70 3.89 3.82 1.96 -2.76 23765.72
Hungary 3.96 3.91 2.98 2.77 4.29 1.92 3.74 4.25 3.95 2.25 -2.17 13403.99
Latvia 4.14 3.87 3.20 2.98 4.33 241 4.28 4.58 4.43 2.48 -1.0 13963.89
Lithuania 4.08 3.57 3.37 3.08 4.56 2.27 4.61 4.93 451 2.33 —0.56 14554.71
Poland 4.18 4.22 3.20 3.11 4.84 2.43 3.74 4.39 4.30 2.65 -1.01 13509.95
Portugal 4.71 4.15 3.22 3.03 5.17 2.92 4.12 4.30 4.19 2.50 -0.66 22006.37
Romania 3.66 3.11 3.09 2.69 3.95 1.95 3.31 4.13 3.68 2.71 2.7 8727.03
Slovak Republic 3.95 2.57 2.83 2.48 3.61 1.82 4.07 4.57 4.38 3.11 —2.22 17648.05
Slovenia 4.33 3.74 3.09 2.83 4.89 221 4.67 3.89 4.03 2.16 -1.54 23671.03
Spain 4.49 3.72 3.47 3.08 4.80 2.48 4.04 4.32 4.56 2.10 -0.87 30400.53
Argentina 2.56 2.42 2.73 2.40 2.95 1.54 3.18 4.12 4.36 1.72 —4.2 13590.57
Brazil 4.03 3.69 3.43 2.93 3.91 1.89 3.83 4.75 4.74 2.92 -1.04 12028.50
Bolivia 291 2.98 3.18 3.04 2.58 2.85 3.50 3.89 3.49 3.21 -2.72 2507.66




End of table 5

Country PR Jl ELF ** DPF ** IPB PTP TGP ECP RPM EAL 1P GDP ***
Chile 4.65 5.33 3.90 3.62 5.72 3.88 5.26 5.05 4.95 3.66 251 14523.97
Columbia 3.62 3.21 3.32 2.78 3.48 2.17 4.15 471 4.23 2.94 -1.56 7531.25
Costa-Rica 4.21 4.94 3.70 3.21 4.44 3.11 4.42 4.82 4.65 2.27 0.19 9450.55
Dominican Republic 3.53 2.64 3.17 2.44 3.26 1.74 4.29 4.37 3.55 2.65 -2.71 5818.97
Honduras 3.52 3.26 3.38 2.75 3.48 2.23 4.08 4.68 3.80 2.68 -1.84 2262.35
Jamaica 4.01 4.45 3.35 2.77 3.83 2.15 3.88 451 4.45 2.03 -1.52 5083.11
Mexico 3.83 3.27 3.33 291 3.57 2.24 4.18 4.38 4.10 2.47 -1.71 10166.90
Nicaragua 3.13 2.20 2.98 2.76 3.37 2.29 3.69 4.10 3.49 2.68 -3.09 1693.83
Panama 4.62 2.46 3.36 2.83 3.85 2.24 4.57 4.51 3.76 4.05 -0.95 9384.82
Paraguay 2.80 1.74 3.10 2.57 2.85 1.57 3.93 4.06 3.28 3.00 -3.56 3795.83
Peru 3.38 2.54 3.20 2.92 3.92 1.89 411 4.85 4.54 3.46 -1.37 6007.00
Uruguay 4,61 5.36 3.71 3.49 5.52 4.36 4.87 4.47 3.95 2.70 1.16 14603.59
Albania 3.05 2.73 3.34 2.97 3.60 2.65 4.33 4.65 4.06 2.02 -1.88 4497.61
Azerbaijan 3.82 3.32 3.55 3.16 3.36 3.39 4.40 4.39 3.79 2.86 -0.99 7247.06
Armenia 3.81 2.82 3.32 2.95 3.61 2.70 4.80 4.10 3.79 2.49 -1.67 3053.05
Georgia 3.17 3.29 3.23 3.13 5.36 2.81 4.76 413 4.01 251 -1.11 3335.09
Kazakhstan 3.66 3.12 3.37 2.94 3.75 3.57 4.55 4.66 3.91 2.52 -1.08 11602.57
Kyrgyz Republic 2.57 2.12 2.95 2.66 2.58 2.02 4.01 4.12 3.41 1.96 -3.79 1155.52
Moldova 3.08 2.08 2.80 2.52 3.23 2.36 4.19 4.38 3.75 2.32 -3.12 2024.95
Russian 2.89 2.69 3.07 2.77 3.19 2.75 3.79 4.18 3.79 2.63 -2.73 13089.69
Serbia 3.03 2.50 2.54 2.58 3.70 2.10 3.77 3.73 3.24 2.30 -3.86 5983.39
Tajikistan 2.93 2.89 3.09 2.76 2.77 3.03 321 3.16 2.70 2.42 -4.00 937.91
Ukraine 2.63 2.17 2.83 2.71 2.78 2.10 3.62 4.22 3.41 2.23 -3.76 3537.66
Japan 5.68 5.90 3.78 3.91 6.21 3.53 4.98 5.18 5.52 3.27 3.13 42143.6
Kora, Rep. 4.38 3.70 3.20 2.9 4.47 2.17 3.40 3.99 4.75 2.15 -1.77 24967.4
Singapore 6.26 5.66 421 4.21 6.57 6.28 6.20 5.68 5.93 4.57 6.04 53313.7
Taiwan, China 5.56 4.53 3.634 3.54 5.16 4.06 5.58 4.97 5.23 3.77 2.50 21183
China 4.54 3.95 3.61 3.45 4.02 4.13 4.58 4.40 4.63 3.26 0.53 6121.51
India 4.1 4.52 3.63 2.95 3.47 2.47 4.34 4.44 451 3.37 -0.5 1516.63
Indonesia 4.0 3.70 3.57 3.41 3.35 3.27 4.14 4.67 4.64 3.92 0.03 3570.84
Malaysia 5.14 4.61 4.06 3.54 4,71 4.30 5.03 5.35 5.41 4.46 291 10041.2
Philippines 3.74 311 3.25 2.85 3.19 2.19 3.77 4.82 4.85 3.19 -1.41 2560.66
Thailand 3.61 4.03 3.51 2.92 3.78 2.20 4.02 4.56 4.38 3.54 -0.92 5269.28
Vietnam 3.37 3.52 3.42 3.00 3.19 3.55 3.86 4.17 3.76 2.49 -1.79 1707.34
Turkey 3.99 3.32 3.51 3.00 4.18 3.09 4.58 4.27 4.21 2.83 -0.79 10443.7

*Global Competitiveness Index [17]

, World Bank [18]; ** Average from 2010 till 2014; *** Per capita, average 2010 — 2014 (US$).
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The same institutions in different countries may be more or less signi-
ficant in the analyzed interval (2010-2014). It varies depending on the group of
analyzed countries. Several groups with different levels of market deve-
lopment and relevant institutions as well as cultural and historical proximity
have been empirically identified. In addition, there are the groups of
countries according to the IMF classification (table 6).

Table 6

Partial correlation between GDP per capita (average for 2010-2014)
and institutional development value in different groups of countries (71 countries)

Countries PR JI | ELF| DPF | IPB | PTP | TGP | ECP | RPM | EAL
Total sample 0.35%*%*%| —0.14 |-0.04 | 0.28%%* |0.33***]|0.44***|0.39***| 0.08 | 0.23* | —0.16
The developed
countries of the
EU and Western
countries with
developed market
institutions
EU countries as
well as Albania,
Serbia and Turkey,
that are experien-
cing institutional
transformation
According to the IMF classification:

0.42**| —0.09 | 0.08 | 0.39* | 0.1 |0.46%* |0.54*%** 0.06 | 0.31 | 0.37*

0.98**%%10.86**% 0.1 | =0.17 | 0.26 | 0.17 | 0.59% [084***|(.82%* |(.85%**

Developed 0.36* | 0.24 |-0.06| 0.38* | —0.06 |0.43**|0.46**| 0.05 | 0.20 | 0.01
countries

Emerging market

countries With 1 sexux| 009 [_0.14| 024 [0.41%%*| —0.19 | ~0.27 |0.35%*[0.37%*| —0.25
relevant

institutions

Note: null hypothesis of no correlation is rejected on: * — 10 % level; ** — 5 % level;
% 1 % level.

Statistical significance assessment of partial correlation coefficients is
based on #-test. Estimated criterion is supposed to be compared with the
critical (Zybs > tcrit) for a certain number of degrees of freedom. After that the
significance of particular factors is determined. Wherein correlations do not
establish a causal link and do not indicate its strength, but indicate its
presence. The correlation coefficients more than 0.7 indicate that the sample
group is small. And its expansion leads to a reduction of the values. Besides
correlation can also occur through indirect impact of institutions on
economic growth, for example through investment, government spending.

The results are consistent with other researches in this area. The most
substantial institutions for developed countries in the analyzed period (2010 —
2014) are property rights; public trust in government, and transparency
of government policymaking. For countries with emerging markets and
institutions — property rights, judicial independence, bribes and informal
irregular payments, and reliance on professional management. The level of
property rights protection and public trust in government are the universal
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key determinants for all groups of countries. They provide the transfor-
mation of physical, financial and intellectual capital to company assets, as
well as profitability and growth in a long term.

Conclusion. The theoretical assumption on the role of institutions in
ensuring the unity of functioning and evolution of economic systems has
been improved due to the expansion of the concept of institutional system. It
includes stable fundamental component that fix system changes in the past
and relevant functional that coordinate the actual foundation of economic
institutions. Inter-country regression analysis proves a significant effect of
institutional quality on economic development on the example of selected
countries in the analyzed period from 2010 to 2014. The level of property
rights protection and public trust in government are the universal key
determinants for all groups of selected countries.
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Muxkonenko O. Exonomiuni incmumymu ma IX 6n1U6 HA PO3GUMOK
20Cn00apcyKoi cucmemu.

Ilocmanoska npobdnemu. J{ocniodxcenHs iHCMUMYYIlIHO20 PO36UMK)Y eKOHOMIYHUX
cucmem i 1020 OemepmiHanm Habdysae ce OINLUIOI AKMYANbHOCMI 8 CYUACHUX YMOBAX Y
36’A3KYy 3 noz2nubnenHam ougepenyiayii 8 pieni 00x00i8, 000pobymi HaceneHHs, 00cA2ax
HAKONUYEHO20 JTH0OCbKO20, (I3UYHO20 Ma I[HmMeleKkmyanvbHo2o Kanimanig. Ilpu yvomy
BUBUEHHSI EKOHOMIUHOI peanbHOCmi nompedye O00CHIONCeHHsT He MITbKU CYMHOCMI
EeKOHOMIYHUX [HCcmumymis, ane U Ix poai 6 3a0e3neyeHHi (QYHKYIOHYBAHHA MeXaHizmy
PUHKOBOI eKOHOMIKU.

Memoio cmammi € 00CHiOJNCeHHs PpONi IHCmMumymié y 3abe3neuenHi €OHOCmI
QyHryionyeanns ma e6omoyii 20CHOOAPCLKUX CUCTEM.

Mamepianu ma memoou. Memooono2iunoo 0CHO80I0 € THCMuUmMYYitiHa meopis ma
pe3yrbmamu  00CTIONHCeHb  GIMUUBHAHUX —mMa  3apyOidCHXX HAYKO8Yi8 3 npobiem
IHCMUMYYIIHO20 PO3BUMKY 20CHOO0APCHKUX cUchmeM. 3acmoco8aHo maki Memoou HayKo8oeo
NI3HAHHA: AHATI3, CUHME3, aOCMPaKyii npu BUBYEHHI CYMHOCMI THCMUMYYILHO20 YCMPOIo
EeKOHOMIKU, KOpenayiliHO-pecpeCitiHull aHaniz npu OOIPYHMYSAHHI 3HAYYU02O0 BNIUSY
EKOHOMIYHUX THCIMUMYMIG HA PO3GUMOK MA (DYHKYIOHYBAHHS eKOHOMIUHOI cucCmemu.

Pesynomamu  0ocnioxcennsn. Ilposedenuii ananiz IHCMUMYYILHO2O —YCMPORO
003601U8 BUOKPEMUMU CMPYKMYPHY | (DYHKYIOHATbHY KOMHOHEHMU, WO 8 CB0ill €OHOCMI
3a6e3ne4yioms e6oNoYilo i PO36UMOK 20CH00apcuKkoi cucmemu. DYHKYIOHATbHA KOMNOHEHMA
8I000PANCAE BANCIUBULL B3AEMO38 A30K MIdHC THCIUMYMAMU i 8IOMBOPIOBATbHUM NPOYECOM 8
exonomiyi. Kopenayitino-pecpecitinuti ananiz 0as 3Mo2y SUSHAUUMU 3HAYYWULL 6NAUE SAKOCHI
iHcmumymie Ha (YHKYIOHYBAHHA eKOHOMIUHOI cucmemu. /{1 KOJCHOI epynu KpaiH, wo
copmosari agmopom 3a pisHUMU KpUmepiamu, 6UOLIeHi eKOHOMIYHI IHCMUmMymu, SKi Maoms
Haubinbue 3HaUeHHs 0N IX eKOHOMIUHO20 PO3BUMKY.

Bucnoexku. Yoockonaneno meopemuyne NONONCEHHS NPO pPONb THCMUMYMIE Y
3a6e3neueHHi €OHOCMI (DYHKYIOHYB8AHHA MA eBON0YIl eKOHOMIMHUX CUCTEM 34 PAXYHOK
BKNIOYEHHs 6 3MIC HNOHAMMSA IHCMUMYYIUHO20 YCMPOIO eKOHOMIKU pO320pHYMOi
Xapaxmepucmuxu cmiikoi yHoameHmanrbHoi KOMROHEHMU, Wo QIKCye 3MIHU cucmemu 6
MUHYTIOMY, | aGKMYanbHOi QYHKYIOHANbHOI, AKA KOOPOUHYE OiflbHY OCHOBY eKOHOMIUHUX
incmumymis. MidcOepacagruti pezpecitinuti anHaniz NPoOeMOHCMPYBAs 3HAYYWUL 8NIUS
AKOCMI IHCMUMYmie Ha PO38UMOK eKOHOMIKU HA NPUKIAdi aHAI308aHUX KPAiH 3a nepioo 3
2010 no 2014 pp. Pieenv 3axucmy npae 6nacHocmi ma 008ipa BUCMYNAIOMb
VHIBEPCANLHUMU KIFOUYOBUMU THCIMUMYYTUHUMU OeMEePMIHAHMAMU 8 YCIX KPATHAX.

Kniouoei cnosa: iHCTUTYHIHHHUN yCTPili €KOHOMIKH, €KOHOMIYHI IHCTUTYTH, SKIiCTh
IHCTHTYTIB, IHCTUTYLIAHUNA PO3BUTOK €KOHOMIKH.
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