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+

It is not just the creation of [a] market economy that matters, but the
improvernent of living standards and the establishment of the foundations of
sustainable, equitable, and democratic development,

Joseph E. Stiglitz (Nobel Prize Laureate in Economics, 2001)




* CTpyKTypa

= OCHOBHI BU3HAa4YeHHS

= AKICTb IHCTUTYLIIN Ta EKOHOMIYHE
3pPOCTaHHS

« EMMNipnyHe MoaentoBaHHS
« CouianbHI Ta NONITUYHI AaCNEeKTU WacTS



+

« Quality of life
= Life satisfaction
« Happiness



*ﬂ,OCJ‘Iiﬂ,)KeHHFI wacts: 1960-

= Wilson (1967): BnepLue WMpOoKO po3rnsiHyB
SWB.

A happy person is a "young, healthy,
well-educated, well-paid, extroverted, optimistic,
worry-free, religious, married person with high
self-esteem, job morale, modest aspirations, of
either sex and of a wide range of intelligence."



1970-90-T1

« Y 70-90-x pp.: 6yMm B aocnigkeHHsax SWB, Takux sk
AKICTb XUTTH, WACTS, 3a[10BO/IEHHS XXUTTAM,
NO3UTUBHI eMoUil | T.A4.

= Y uen xe nepioa, Easterlin (1974) pocniams 3B'a30K
Mi>K CYKYMHUM A06po6byTOM i AOX0AaMU Ha PiBHI
KpalHW.

= 3aranbHWW IHTEPEC B ranysi BUMiptOBaHHS
aetepMiHaHT SWB BUHUK Ha CMMMO3iyMi 3
eKOHOMIKM i wacTts y The Economic Journal (Robert

Frank 1997; Yew-Kwang Ng 1997, and Oswald
1997)."




* CyyacHi AOCNIMKEHHS

= Jloxia 6yB BU3HaHNN BaXX/IMBUM, ane AANeEKO He
OCHOBHWM B NpoLecCi OLUIHKWN PIBHA 3a40BOJIEHHA XUTTAM

= 'Big seven' (Layard, 2005):
= family relationships
- financial situation
= Work
= community and friends
= health
= personal freedom
= personal values



* MiXKHapOaHi iHaeKCH

Happy planet index
« Satisfaction with life index
= Happy life years
« Barometer surveys
« European Quality of Life survey
« European Social Survey
« European Values survey
« International Social Survey program
« Life in Transition survey
« Living Conditions, Lifestyles and Health Project




* KopWcHi nocunaHHs

« World Database of Happiness
http://worlddatabaseofhappiness.eur.nl/
= HEIRs - Happiness and Interpersonal Relations

http://www.happinesseconomics.net/ocs/index.php/hei
rs/index

« Samuel Brittan: "Happiness Is Not Enough”
http://www.samuelbrittan.co.uk/spee22 p.html



= Happy Planet Index
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BuMipu wacta (Brockmann and Delhey
2010, pp. 1-5):

+

= a long philosophical tradition
= a biological core

= Close match with economics, psychological
standing, sociological significance

= political implications



[1BI OCHOBHI Teopil, WO nepeBaXkatoTb

= The set point”

theory

= More is better”

Mean of percent Happy and percent Satisfied with life as a whole

B eKOHOMIUI (Easterlin 2003)

Figure 1 Income and happiness

25 February 2003 Souece: Inglehart and Kl ingemann (2000),
Gigure 7.2 and Table 7.1. Latest year (all in 1990s).
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Figure 1 Income and happiness

25 February 2003 Souece: Inglehart and K1 ingemana (2000),
Gigure 7.2 and Table 7.1. Latest year (all in 1990s).
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I Happiness is a logarithmic scale
Life satisfaction and GDP per person at PPP*
Circle size is proportional to population size
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Sources: Penn World Table 6.2; Gallup World Poll, Angus Deaton *Purchasing-power parity

Source: The Economist, Nov 25th 2010



Lykken (1999) 3anponoHyBaB opMyny

* LLACTA

Happiness=§ +C+V,

e S — BCTaHOBJ/EHiI MOKa3HUKKU LWacCT4,
C - obcTtaBuHM iHAUBIAA,
V - aKTopw, L0 3HAX0AATLCS Ni KOHTPOSIEM.
OuiKkyBaHHS BM3Ha4YalOTbCSA 30BHILWHIMU | BHYTPILLUHIMM
(paKkTopamu:

expectations = f (resources,opportunities, restrictions)



* Life satisfaction:

=« B OCHOBHOMY 3aNeXWTb BIA eKOHOMIYHUX
(paKTopiB, BUMIPIOETLCSH 06'EKTUBHUMU
yMoOBaMM (Peiro, 2006).

= 33[10BOSIEHHS XUTTSAM nepeabayac, ouiHKy
3araJibHOI SKOCTI CBOIrO XXUTTH 9K €ANHOIO

LIS10ro. In other words: how well he likes the life

he leads. (World Database of Happiness. Ruut
Veenhoven).




OCHOBHa aKcioMa CTBEPAXKYE, LLIO 3a40BOJIEHICTb

XUTTAM € DYHKLIED CnoiBaHb Ta O4iKyBaHb
* (Jagodzinski 2010, pp. 85-104):

Life satisfaction = f (aspirations,expectations),

where aspirations are our desires and wishes for today and
for the future, and expectations are the perceived chances
to realize these wishes



Survival and Well-being

Quality of life

GNP per capita ———e

Source: Inglehart et al. (2008)



National Well-Being Index (NWI)
(Vemuri and Constanza 2006, pp. 119—133)

BBI1 / BHIT

IHAEeKC NACbKOro po3sBuTKY - Human
Development Index (HDI)

IHAMKATOpKM “eKoOHOMIYHOro AobpobyTy”, Taki SK:

- Inpexc cTinkoro ekoHoMiyHoro AobpobyTy - index

of Sustainable Economic Welfare (ISEW)
[incHum inaukaTop nporpecy - Genuine Progress

~ Indicator (GDI)

Human Welfare Index (HWI) and Well-Being
Index (WBI), which combines the HWI with the
Environmental Welfare Index



[leTepMiHaHTK WwacT4 (Frey and Stutzer
2000, pp. 918-938):

+

= OcobucTi i peMorpadiyHi YNHHUKNK

« MIKpO-Ta MakKpOEKOHOMIYHI
UMHHUKNU

= IHCTUTYLINHI YMOBMU



At present, we are stealing the future,
selling it in the present, and calling it
GDP.

Paul Hawken

g

pp@m% National ﬁawﬁwgs%
is more ﬁmﬂmﬁ@ﬁ Lhan @m%

National Foduet. p

By Hi1 ancf?mggc umgtjwuk




2— SKiCTb IHCTUTYLIN Ta EKOHOMIYHE
3POCTaHHSA

= IHBECTULIVHUIK KaniTas

= HakonuyeHHsa NoACbKOro Kanitany
= CrabinizauinHa nonitmka

« BMKOpUCTaHHSA NPUPOAHUX pecypcCiB

« [HWIi 3B'a3ku (?)
= Kopynuis
= peryntoBaHH4



* Tunn IHCTUTYLIN:

« [1paBa BNacHOCTI

« Perynioroui CTpyKTypH

= SKICTb | HE3aNEeXHICTb CyAOBOI Baau
« DBIOpPOKpaTUYHI MOXXJTMBOCTI

« IHCTUTYTK AN MaKpOEKOHOMIYHOI
ctabinizauii

« CouianbHe cTpaxyBaHHSA
= YMpPaBNiHHA KOHMMIKTaMu




Table 4.1: Institutions

Level

L1:

Social Theory

L2: Economics
of property

rights/ positive
political theory

L3:
Transaction cost
SConoImics

L4:
Neo-lassical
8CONOImMICS,
agency theory

Embeddedness: informal

mstitutions, customs,

traditions, norms, religion

[nstitutional environment:
formal rules of the game,

esp property (polity,
judiciary, bureaucracy

Governance: play of the

game—esp contract
(aligning governance

structures with transactions)

Resource allocation
and employment
(prices and quantities;
incentive alignment)

Frequency  Purpose
(years)
100 to 1000 Often noncalculative,
spontaneous
10 to 100 Get the institutional
environment right,
1* order economizing
1 to 10 Get the governance
structures right,
274 order economizing
continuous  Get the marginal

conditions right,
3" order economizing

Source: Williamson (2000)



Private effort
A

>

I nstitutional quality

Figure 4.1: Institutional development and private action
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Figure 4.3: Smile! It's institutions.



Figure 4: Partial association between income and quality of mstitutions

Source: Rodrik (2001)
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i EcdekTu wacrs:

= SKiCTb poboyoi cnnu
= Bui poxoan oiznyHmMx oci6
= [loninweHHs 340poB's
« [lcnxonorig

= HakomnmunuyeHHsa couianbHOro Kanitany
= JloBipa



IHCTUTYUII

1

JIFOACbKMI KaniTan +

—

LlllacTs

Di3nyHMM Kanitan

J  3aolaaKeHHs

OnTMMIiaM |— . OcBiTa

[1ignpPUEMHULTBO

A

SAKIiCTb
poboYoi cunu

Kanitan

CouianbHuK [oBipa

Y

Y
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Y
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CrabinizayinHa nonituka

I'IpmpohHi pecypcn &




* IHCTUTYUII=LWacT4

« [1paAMa gemMokparis
= [1ONITUKM Kpalle KOHTPOHETHLCA
= MOXMBICTb NPUMHATY yYacTb B
NONITUYHOMY MpPOLEC
« CTyniHb AeueHTpani3auil Aep)XaBHOro
yrpasniHHSA (Diaz-Serrano and Rodriguez-Pose
2011)



* IHCTUTYUII=LWacT4

Norris (1999) Bu3Hae n'atb "06'ekTiB":
« NIATPUMKA MONITUYHOI CNIJTBHOTU

= MPUHLUNMN PEXUMY

= PEXNM BUKOHAHHS

= PEXUM IHCTUTYLIN

= MOJIITUYHI aKTOpU



* LLACT = AKICTb pob0oYy0oi CUnn

« MO3UTUBHI eMouil, 9K paaiCTb, 3a40BOJIEHHS,
OOCTATOK, €HTY3ia3M Ta 3auiKaBNEeHICTb

= BiZICYTHICTb TypbOT
= OMNTUMI3M



Mopaenb npaul Ta BIABONIKAHHSA

* (Oswald et al. 2010)

Worker maximize
u(pe+h)+v(l—e+ h)

subjectto R=e+vV

ae U i v - aBa PI3HI aXeperna KOPUCHOCTI,
€ - EHEeprilHICTb,

h - wacrs,

R - ncuxonorivyHi pecypcu npauiBHMKA.



The first-order condition is

ﬁ u'(pe+h)p—v'(l—e+h)=0

Consequently, it is obtained that

de’
—=u""(pe+h)p—-v'(l—-e+h)=0
7 (p )p ( )

Substituting for p

*

de _u"() v"()
dh u'() V()




* EdeKkTn 0CBiTU HEOAHO3HAYHI:

= A better adaptation to changing
environment

= Aspiration level



* CouianbHUW Kanitan

= ... Those features of social organization, such as
networks of individuals or households, and the
associated norms and values that create externalities
for the community as a whole” (Putnam 1993)

= ... Some aspect o social structure that enables the
achievement of certain ends that would not be
attainable in its absence” (Coleman1990)

= ... A means that would enable a capability; such as
being healthy or being educated” (Baliamoune-Lutz
and Lutz 2004)



3axoan couianbHoro Kanitany (Guven
* 2011, p. 182; Bjornskov 2003, p. 6):

« ba)kaHHA nporosiocyeaTtu

= YYacTb y peniriHnx i KyJIbTYpHUX 3axoaax
[lornomora iHWWnM

YyacTb B opraHi3adigax

[loBara 4O 3aKOHY i NoOpsaKy

CouianbHa y4yacTb

[OMalLHiN BiANOYMHOK Ta CMiNKYBaHHS 3 ApPY35SMU
BonoHTepcbka poboTa

CNpUNHATTS YEeCHOCTI

CnpumHATTS KOpynuii

Happiness—social capital
= KopnopaTtunsm



Social Capital and Lif Satisfaction
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* [1oBIpa

Social trust is a sort of informal institution, including
unwritten rules, social norms and codes of conduct

Coleman (1990): trust is nothing more or less than the
considerations a rational actor applies in deciding to
place a bet.



1'aTb pi3HMX BUMIipiB aoBipn (Guven 2011,
. 182):

n  On the whole do you trust people

> Nowadays can't trust anyone

3 Caution when dealing with strangers

s Most people are exploitive or fair

55 Most people are helpful or act in own interest



« [rust in institution is linked to the “quality”of the
institution (Hudson 2006):

Tij :f(Xin)a (1)

where Q.is “quality”of the institution,
X.is the {<nowledge of the specific institution.

Happiness (or well-being) is
_ (2)
H] T g(Xz 9 Q)a
where jSs a vector of institutional quality.

+

Assuming a causality from quality to trust:

Qij — h(z-;jaXz) (3)
Inserting (4)into(3)gives:

Hj :g(Xi’Zh(T;jaXi))a (4)
where the summation is across institutions



* [10Bipa=>BBI

« JltoacbKMK Kanitan
= Edektn ocsitn (Bjornskov 2009; Knack and Keefer
1997)
= HwXumn piBeHb MOHITOPUHIY BUTPAT Ha
NpauiBHUKIB

= epo3ia umsinbHMX 060B'a3kiB (Orviska and Hudson
2003)




= IHBECTULIMHUN acneKT

= B KpaiHi 3 HU3bKNM piBHEM A0BIpW ICHYE
6inblUNK BNMB HAa HAKOMUYEHHS
di3nyHoro kanitany (Dearmon and Grier 2011)

= YXUAHHA BIO CNaTW NOAATKIB (Orviska and
Hudson 2003)

= IHCTUTYLIOHANbHUK acneKkT
= Bnbopun (Jones and Hudson 2000)



* IHCTUTYUIl =BBIT

« Kopynuig
= PerynioBaHHs
= 0BbMeXeHHS Ha HopMaTUBHUK BMBIp
= HEBUpIlLUEeHi KOHMIKTN MK rpyrnaMu iHTepeciB
« Cneuianizauia Ekcnopty
« [deMokpaTia= {AKICTb ynpaBniHHA =
ExoHOMiYHe 3pocTaHHs (Rivera-Batiz 2002)



* IHCTUTYUIl =IHBecTuull

= [1paBa BnacHocTi (North 1990)

« [lpunnme Kanitany (Papaioannou 2009)

« [loKpaleHHsa AocTyny Ao Kanitany (Seghezza
and Baldwin 2008)

« Kopynuist (Mauro 1995)

= [loniTnyHa HecTabinbHiCTb(Barro 1991;
Berthelemy and Soderling 2001)

= BTeua kanitany (Le and Zak 2006)

= 3arpo3a 3MiHn pexxnmy (Altug et al. 2007; Nishide
and Nomi 2009)




Institutions

153 poopardursy

| Formal Informal

1 Rules of Law Existence of a moral
P v rights dimension towards

entreprencurship and
Cormuption level implicit but codified
Economic Freedoms attitudes towards
Political Freedoms catreprencurship
Types of
Entreprencurship

s

O

Destructive

entreprencurship

(self employment rate)

Necessity entreprencurship

GOOD

Constructive entreprencurship

Opportunity entreprencurship,

(innovation)

Source: Harbi and Anderson (2010)

wap Joarpdy

-

Diagram 1. Corxeptual framework. This diagram shows how Northian institutions,
the rules of the game, shape the entrepreneurship outcomes that may range from
constructive to destructive, Our empirical analysis simplifies entrepreneurship to
two broad, but opposing facets: self-employment and innovation. We assess how

the formal institutional influence each of these facets.



EdekTn pemMokpaTii HeoOAHO3HAYH]

* (Tavares and Wacziarg 2001; Rodrik 1999):

YHUKHEHHS = [liapuB iHBECTULINHOI
XMXKaLbKOI IEep>XaBK NiAbHOCTI
(predatory state)

= [UCK 3 6OKY rpyn-
iHTepecy (interest
group pressure)

(cunbHa pyka 3Bepxy)

[lepenbayvyBaHiCTb
CtabinbHicTb
CTiMKiCTb OO LOKIB

[ToninweHHs
nepeposnoainy
noxoais



* BBI1=IHCTUTYULI

« [leMOKpaTU4HI NepeTBOpPEHHS
(Democratic Transition) vs. Kpntnyhi
MoMeHTH (Critical Junctures)




The Causal Structure 1in the GT View

Timet Time t+1

Institutional
and social
transitions

Policics and
Investment

-
-
-
i Institutional

and social
transitions

Produc-
tion

Policics and
investment



The Causal Structure 1in the Pol View

Timet Time t+1]

Political
mstitu-

Political
institu-

Political

tions poOwWer: tions

de jure

Production Production

i

P & P

=

! | Distribu- de facto |  |Economic| ¥ | Distribu-
tuon of mstuitu- tuon of

resources tons E resources

-

H =

Sowrce: The figure s adopted from Acemoglu, Johnson and Robinson (2005, p. 392).



* 3—EMnipnyHe MoaentoBaHHSA

= Assuming the production function of Y=4F(X.L) ,

the GDP growth rate is based on input
contributions:

where Y'is output, K'is capital, L is labor,
dF oL is the marginal product of capital,

W o=————

A reg%eﬁsLénts a total factor productivity.



= Mankiw, Romer and Weil (1992) modified the
production function in the form of

Y=K*H"(4L)™" , thus allowing for such an expression
for the output per unit of effective labor:

Y o

In—=InAd+ gt + In(s,)—

7 4 —o—-p (S¢)
P ntntg+8)+—Lings,),
l—a-p l—a-p

where H is the stock of human capital,;_and ; are the
fractions of income invested in phy5|cal capltal and
human capital respectively, n and g are growth rates
for L and A, 0 is the rate of depreciation of both
physical and human capital.



= According to Lucas (1988), the market effects of
human capital are considered along the lines of such

production function:
- Ak

where i, is the fraction of time the typical worker
devotes to production,

h is the average skill level,

N is number of persons employed,
5,7 1S the average level of education in the community.

The direct effects from the use of human capital are
brought about by its use in production during work
hours, éll i While j,7 Measures the externality

benefit



= Romer (1990) incorporated human capital into a
Cobb—Douglas production function in the following
way:

Y, = [(1 —ag)K, ]a [At (1-a;)L, ]1_a )

where ax and a; represent the share of capital and
labor force used in the research sector, respectively.



« Klenow and Rodriguez (1998)

Technology is used for human capital in the following
* wa

hy = (KH /Ly )Hb_/1 (f7 )¢ (Ae(ym)s )A ’

where h_is the human capital of somebody with s years
of schooling,

KH_ist
LH IS t

ne capital stock used in education sector,
he number of students,

hTist

% _ (eys )1/

ne human capital of each teacher.

Y

>

428 ()] ( K, j[lamm/aaﬂ)]/[lww [(1=a=p)]



[aKkyto 3a yBary!!!



