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OVERALL ASSESSMENT (provided in English, Czech, or Slovak):

The thesis provides a link between a quantitative index of the quality of governance and the overall
index of economic environment for a sample of 12 EU countries. It also offers a rather comprehensive
introduction and survey into the general topic of measuring institutions.

Chapter 1 introduces into the effect of (governance) institutions on economic performance. This is a
vast area, where the author in brief points to a couple of renowned authors (e.g., Barro, Easterly,
Keefer, Acemoglu, Robinson, Johnson). The main purpose is to show that part of lasting puzzles have
to do with the problem of quantifying the institutions. Chapter 2 then analyzes World Governance
Indicators (WGI) by the World Bank Institute. The content is chiefly a discussion of unobserved
components model and its assumptions. Another value added of this chapter is a survey of criticisms
and recent developments of these indicators.

Chapter 3 constructs own "economic environment index" as a latent variable model a la Nagar and
Basu (2002). The index is applied in Chapter 4 upon 12 new EU member states. Then, WGI is
compared with this index. Two observations stand out: Malta and Cyprus ranks worse in terms of
economic environment, and Hungary® improves. For Hungary, this is because its notoriously known
weaknesses (e.g. debt service) are weighted less then its strengths (FDI), and the weight is given by
variation in the sample. An alternative way to check for robustness would be to use a full EU-27
sample and then eliminate from the ranking the EU-15.

| consider the thesis a relatively straightforward analysis of the relation between governance and

economic environment, that may serve as a necessary but still just a first step for serious research on
the link between the political institutions and economic performance. | recommend grade 2.
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