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Good morning ladies and gentlemen,
My name is Peter Goliaš and I am Director of the institute INEKO which is an economic think-tank based in Slovakia. Together with the ICPS we have been running a project in Ukraine which is focused on improving democratic governance of key regulatory and judicial institutions as well as of the local governments and state-owned corporations. The project is funded by the US Embassy in Ukraine and it builds on previous projects that we were implementing in Ukraine together with the ICPS since 2015 also with the financial support from the SlovakAid. Today my colleagues from the ICPS will present the brand-new rating on independence of 17 public institutions which are important for enforcing the rule of law and preventing from power abuse. The independence of these institutions and their resistance to corruption is crucial for improving the quality of democracy in Ukraine. In my presentation I will explain why actually democracy matters, how it should work and what are the main threats to democracy. I will also compare quality of democracy in Ukraine with other countries and identify some of its weaknesses.
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Now let us discuss about how actually democracy works or what is important for its quality. As you can see on the top of this chart, it is always good for the country if there is suitable environment, meaning functioning market economy with economic growth, educated and engaged citizens, political elites and businesses, as well as supportive foreign actors, for example neighboring countries. All this helps to build a solid democracy with regular free elections, open public debate and division of power among institutions that work in public interest and represent checks and balances on actual political power. If the country succeeds in having all these factors in place, then it is well equipped to minimize the risk of power concentration and power abuse. Minimizing power abuse is crucial for growth of the economy and standards of living, because it allows for solution of real economic and social problems, it builds social capital which means higher trust and cooperation among people and it stimulates innovation and technological progress. The key message is that in the long-term, better democracy leads to better quality of life for all citizens. On the bottom of the chart you see that, again in the long-term, better democracy also leads to improving the environment, meaning higher economic growth, better educated and engaged citizens, political elites and businesses, and it even increases chances that the country will have good influence over its neighbors and other countries. Overall picture shows the virtuous circle, where better democracy leads to higher quality of life, which in turn improves conditions important for having even better democracy and even higher quality of life. Under ideal conditions, the country should circulate in this virtuous circle and our goal should be to get as close as possible to these ideal conditions.
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However, this does not have to be the case. As you see in this chart, there are threats to democracy that may in fact lock the country directly in the opposite, which is vicious circle with less democracy and lower standards of living. The drivers of such negative change may be hidden in bad environment, for example when you have economic decline, or poor-educated people, corrupt political elites & businesses, weak media, or destructive foreign actors. All these factors are supportive for rising of authoritarian and populist politicians who will try to abuse power in their private interest and at the expense of general public. This is called the iron law of oligarchy and it often results in lower quality of public goods and services, rise in monopolies, waste of public money, higher public debt, corruption, violation of human rights and in the worst case even in losses of lives of innocent people and wars. Lower standard of living impedes the environment and again it has a negative effect on democracy because it undermines moral values in the society. The goal of all responsible people should be to minimize the risks that can lock the country in this vicious circle.
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When you look at the world map of the quality of democracy created by the Economist Intelligence Unit, you see that Ukraine has a yellow color. This means a hybrid regime with mix of democratic and authoritarian characteristics. Western and Central Europe as well as America and Australia are mostly blue, meaning these are rather democratic countries. There is a difference between deep blue which means full democracy and light blue which means flawed democracy. For example, Slovakia has light blue color here. On the opposite spectrum is Russia, China and most of Asia and Africa which are colored in orange and red meaning these are authoritarian regimes.
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Globally, there are just 23 full democracies and only 8.4 % of the world population live in full democracies. This shows how difficult it is to build a full democracy and get in the virtuous circle. As you can see, most people live in flawed democracies followed by authoritarian regimes with more than one third of global population.
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The Economist Intelligence Unit calculates the Democratic Index since 2006. As you can see in the left part of this chart, the democracy has worsened over 2006-20 in most of selected countries and the decline in Ukraine was among the highest. The right side shows the actual level of democracy index in 2020. For Ukraine it is much higher compared to Russia or China but lower compared to Romania, Hungary or other countries in Central Europe.
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In this slide you can see the development of Democracy Index over 2006-20 in Visegrad 4 countries, Ukraine and Russia. The Czech Republic has the best democracy from these countries, although it has been slightly declining since 2012. It is followed by Slovakia with rather stable index and slight decline over past 5 years. Poland was getting better until 2014, since then there has also been decline. In Hungary we can see continuous decline over the whole period. In Ukraine the steep decline ended with the Revolution of Dignity in 2014, since then the Index has been getting better. And finally in Russia, the steep decline persisted until 2018.
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[bookmark: _GoBack]The methodology of measuring the Democracy Index is quite complex as it consists of 60 indicators grouped in five categories. I do not want to go into detail, but it is worth mentioning that Ukraine lags behind mostly in functioning of government, which means the system of checks and balances. This is actually the main topic of our conference today, because it is exactly about division of power among various public institutions and about their independence. In other words, it is about the capability of the country to break the iron law of oligarchy. This category also includes corruption, or trust to government and political parties. Other weaknesses include fragile political culture meaning for example low awareness of links between quality of democracy and quality of life among public, or in other words, poor understanding of the functioning of the vicious and virtuous circles that I described in previous slides. Civil liberties such as freedom of media, rule of law, independence of judiciary, or protection of private property and human rights have also lower score in Ukrainian index.
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Now I would like to show you some worldwide evidence on the links between quality of democracy and quality of life. In this chart you can see that more democratic countries, which are to the right side, are in general wealthier. There are some wealthy countries also among red authoritarian states, but these are all oil-rich countries.
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This chart shows the same story, but here I added the longevity on the vertical axis. As you can see, the most democratic countries concentrate in the right-upper corner and have green color. This means that they belong to the richest in the world and people there live the longest lives. 
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Finally, this chart shows the link between quality of democracy and happiness of people living in the country. Again, the general pattern is that the more democratic country you have the happier people live there. You can find some exceptions, which are usually oil-rich or sun-rich countries. It is clear that the money or the sun can bring you some happiness, but not as much as the democracy. The happiest people in the world live in full democracies!  
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Ladies and gentlemen, I hope this presentation helped you to understand better why it is important to care about democracy. In fact, I presented you the main arguments why we are running the project called “Strengthening democratic resilience of key public institutions in Ukraine “, and why it is important to focus on the checks and balances, which we are doing by assessing the independence of key regulatory and judicial institutions. I hope, that our work in Ukraine helps to increase chances for breaking the iron law of oligarchy and improving conditions for getting the desired rotation in the virtuous circle. Thank you for your attention! Good Bye!
