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Use of TOPSIS Method for Assessing of Good
Governance in European Union Countries

Eva Ardiellit

Abstract: Good Governance presents the contemporary trend of managing public af-
fairs worldwide. This concept is promoting the basic elements of subsidiarity, participa-
tion, and democracy in modern public administration. Presented article is focused on the
evaluation of Good Governance development in the European Union countries in the
long-term, in the period 2007—-2017. The evaluation is based on the application of mul-
tiple criteria decision-making methods, concrete The Technique for Order Preference by
Similarity to Ideal Solution. The original data used in the research were the values of
Worldwide Governance Indicators monitored and processed by the World Bank. The
article presents a complete assessment of European Union countries according to the
level of Good Governance. There are identified countries that have been successful in
this area in the long-term, in particular the Nordic countries - Finland, Sweden and
Denmark. On the contrary, there are countries that show greater shortcomings in terms
of Good Governance as Romania, Bulgaria or Greece. The European Union countries
were also grouped into clusters and the overview of rankings of individual countries for
the period 2007-2017 was completed.
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Introduction

The requirement for the provision of better and more accountable public services to the
citizens and the promotion of sustainable socio-economic development is the basic issue
of contemporary public administration in both the developed and developing countries
(Kooiman, 2003). The basic concept of modern and properly functioning public admin-
istration leading to these targets is driven by Good Governance principles and Good
Governance itself is often defined through these individual components (principles), see
Pot&sil (2008). The main characteristics of Good Governance are generally referred to
as lawfulness, fairness, timeliness, predictability, persuasiveness, adequacy, collabora-
tion, accountability, openness, and friendliness.
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As specified by Klenk and Nullmeier (2004) or Zanger (2000), Good Governance is the
designation for high-quality and properly functioning public administration with an
integrated element of subsidiarity, allowing for the participation of the citizens and
respecting democratic values and the rules of the contemporary modern state.

The successful implementation of Good Governance concept in the individual countries
indices the quality of governance and overall maturity of public administration in the
state. However, as stated by Agere (2000), Good Governance is an ideal state of gov-
ernment, which is as a whole difficult to achieve.

The evolution of the concept of Good Governance began in the 20th century, mainly
related with the debt crises in developing countries in the 1980s and remains at the fore-
front since the mid of 90s of the 20th century (Jann, Rober, and Wollmann; 2006). The
role of the government started to grow in importance as a significant factor in socio-
economic development. The concept of Good Governance became a guide for develop-
ing countries, and the attention shifted to governance reforms. The governmental re-
forms in recipient developing countries became a condition for the allocation of aid by
international donor institutions (Acemoglu and Robinson 2010). Good Governance is
primarily presented by the World Bank as a requirement of national states to facilitate
successfully economic and administrative reforming processes (Haldenwang, 2004).

The aim of the presented article is to evaluate Good Governance development in the
European Union (EU) countries by the usage of The Technique for Order Preference by
Similarity to Ideal Solution (TOPSIS) in the period 2007—-2017. The assessment is based
on data, collected by the World Bank (World Bank, 2018), concretely on six aggregated
indicators - Worldwide Governance Indicators (WGI): quality of democracy, political
stability, and absence of violence, governance effectiveness, regulatory burden, quality
of the rule of law and control of corruption.

The original approach of this assessment is the application of TOPSIS method, which,
according to the achieved quality of public administration in the area of Good Govern-
ance, determines the ranking of EU countries in individual years of the monitored peri-
od 2007 — 2017. In the frequent case, in scientific work and comparisons, the evaluation
of Good Governance in the countries with usage of WGI is based on the comparison of
the composite index of Good Governance, similarly to Zak (2005) or Ardielli and Hala-
skova (2015a) which is constructed on the basis of the above mentioned aggregate indi-
cators as the arithmetical average. Another approach is to make the sum of Governance
indicators by adding up the scores of all of these six items, to get the integrated indica-
tors in a scale of +15 to -15, see Madzova, Sajnoski, and Davcev (2013). Government
performance in EU countries based partly on selected WGI is also evaluated in the study
of the European Commission, see European Commission (2018). There are used and
compared in EU countries the values of the Voice and accountability index, Control of
corruption index, Regulatory quality index and Rule of law index in the selected year
2013. The ranking of EU countries was performed for every index separately.

No one of these approaches were used in the present article. In the presented article, the
evaluation of Good Governance development in EU countries was performed based on
the application of Multiple-criteria decision-making (MCDM) method - TOPSIS meth-
od. TOPSIS appears to be an appropriate solution for determining the ranking of EU
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countries, using six aggregate indicators of the World Bank database, as it is not a mere
average nor a mere sum of these values.

The paper is organized as follows. In the Introduction, there is presented a short over-
view of the issue of Good Governance. In the theoretical part, there is summarized the
theoretical basis of Good Governance concept, provided the literature review, and de-
scribed the evolution of governance indicators. In the methodological part are presented
the methods used and data sources. In the empirical part of the article are summarized
the results of Good Governance assessment in the EU countries and discussed the
achieved results. Finally, summarizations and concluding remarks are made in the last
section.

Literature review

The term “Good Governance” has been extensively used in the international environ-
ment during the last two decades. This concept incorporates a variety of principles and
is described in a number of important documents with international scope (Klimovsky,
2010). However, Good Governance is not legislatively defined at the national or inter-
national level. Comprehensive look on the issue of Good Governance is available in the
“Council of Europe (COE) Recommendation on good administration” from 2007, see
Council of Europe (2007), and its Supplement. This document aims to define the basic
right to good administration and to facilitate its effective implementation in practice.
Good Governance is the aim of the COE countries, which should be achieved and main-
tained. It covers the reflection of quality, clear, transparent, and understandable legisla-
tion, meets the principle of participatory democracy and is based on the protection of
the rights of individuals (Poté&sil, 2008). The “12 Principles of Good Governance” were
also enshrined in the “Strategy on Innovation and Good Governance” at a local level,
endorsed by a decision of the Committee of Ministers of the COE in 2008. They cover
issues such as ethical conduct, rule of law, efficiency and effectiveness, transparency,
sound financial management, and accountability. The basic elements of the concept
include:

- effective, impartial and speedy trial,

- transparent public institutions,

- responsibility for decision-making by public officials,

- transfer resources and decisions from the centre to the local level,

- meaningful participation of citizens in the negotiation of public policies,
- universal protection of human rights,

- non-discriminatory laws.

It can be summed up, that the issue of Good Governance means finding the optimal
system of governance that is effective and leads to long-term economic prosperity and
social balance, which is critical to maintaining trust and legitimacy of the democratic
systems of government. As well as stated by Keping (2018), Good Governance is the
active and productive cooperation between the state and citizens, and the key to its suc-
cess lies in the powers participating in political administration.
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The very important question is about the interdependence of Good Governance and
socio-economic development (Haldenwang, 2004 or Agere, 2000). Governance im-
provement and country development are considered to be related issues. Many authors
discuss the relationship of the implementation of governance reforms and rapid eco-
nomic and social development, see Pillay (2016). Good Governance is discussed as the
key factor of sustained growth in developed countries, see Agere (2000) and one of the
most important elements in the fight for poverty reduction and equitable economic
growth in developing countries, see Grindle (2004). As stated by the World Bank
(1992), Good Governance concept is synonymous with sound development manage-
ment. However, the enforcement of governmental reforms in developing countries by
donor institutions, as International Monetary Fund or the World Bank, is considered
ineffective and in reality not supporting policy changes (Abdelatif, 2003). Andrews
(2008: 401) claims that given the evidence of multiple states, the idea of a one-best-way
model seems to be problematic.

However, the individual elements of Good Governance are usually the key guideline
when applying the modernisation process of governments. Surely not only Good Gov-
ernance concept but also the individual historical, political, and economic conditions of
each country have to be taken into account when reforms are prioritised (Grindle, 2007).

Good Governance indicators

Good Governance is theoretically and practically often conceived with the application
of so-called Good Governance indicators. The country efforts are examined and evalu-
ated based on the implementation of governance reforms, and the results are dependent
on the improvement of the governance indicators. There are many approaches to as-
sessing Good Governance, using different indicators evolving during the time. Their use
in country evaluation is generally defended. However, some authors have questioned
their explanatory power, see Andrews (2008) or Sundaram (2018).

Evolution of Governance Indicators

Because Good Governance concept has a relatively short history, there is a large num-
ber of projects dedicated to the modern measuring and monitoring of governance per-
formance. The main reasons for these initiatives are the efforts to combat corruption
(Jones and Kettl 2003). The outputs of these projects cover a wide portfolio of govern-
ance indicators. The beginnings of the application of governance indicators are in the
80s of the 20th century when the qualitative case studies were published, emphasizing
the importance of governance for socio-economic development, see North (1991). The
main sponsor of these research projects were international organizations such as the
United States Agency for International Development (USAID), International Monetary
Fund, World Bank, United Nations, or EU.

Approaches to evaluating individual aspects of the governance are focusing mainly on
expert assessment panels that enable comparisons among countries using a variety of
indicators. The pioneers of this type of projects became private consulting firms already
in the late 70s and 80s of the 20th century. In academic research, the data for assessment
of governance began to be used in recent years, e.g., Clague et al. (1999). Parallel to
these commercial activities, as documented by Potticek et al. (2007), gradually began to
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be promoted non-profit and academic projects of expert measurement of governance.
The most famous is the “Corruption Perception Index of Transparency International”.
Other projects dealing with the evaluation of governance are e.g. Studies of the World
Bank “World Business Environment Survey”, an investigation of the University of the
United Nations' “World Governance Survey” or the “Transformation Index” by Ber-
telsmann Foundation and “Global Governance Initiative” of the World Economic Fo-
rum, see Court and Hyden (2003), or Charron, Dijkstra and Lapuente (2015) developed
the European Quality of Government Index (EQI). It is based on survey data on corrup-
tion and governance in the EU regions in 2010 and 2013. A very important contribution
to the development of Good Governance indicators was a project of the World Bank
“Institute Aggregate Governance Indicators”, see UNPACS (2018). The benefit of indi-
cators of Good Governance lies primarily in the fact that they highlighted the key role
of Good Governance for successful socio-economic development.

Measuring of Governance Performance by the World Bank

Democracy, ethics, rule of law and transparency are key ingredients of effective gov-
ernment and public administration (Andrews, 2008) or (Ewaldt, 2001:9-11). The con-
cept of Good Governance is very much inter-linked with these institutionalised values,
see Agere (2000).

The World Bank has been collecting data about Good Governance for the broad interna-
tional comparison since 1996, and currently, they have been monitored annually. It
processes indicators of governance for 215 economies of the world, closer UNPACS
(2018). There are used over 100 indicators as source data. These data sources are re-
scaled and combined to create the six aggregate indicators using a statistical methodolo-
gy known as an unobserved components model. A key feature of the methodology is
that it generates margins of error for each governance estimate. These margins of error
need to be taken into account when making comparisons across countries and over time,
see (Kaufmann et al., 2010).

Good Governance is then monitored on the basis of six aggregate indicators WGI -
Voice and Accountability, Political Stability and Absence of Violence, Government
Effectiveness, Regulatory Quality, Rule of Law and Control of Corruption. These ag-
gregate indicators combine the views of a large number of enterprise, citizen, and expert
survey respondents in industrial and developing countries. They are based on over 30
individual data sources produced by a variety of survey institutes, think tanks, non-
governmental organizations, international organizations, and private sector firms. The
WGI is a research dataset initiated by Daniel Kaufmann (Natural Resource Governance
Institute and Brookings Institution) and Aart Kraay (World Bank Development Re-
search Group) in 1999, see (World Bank, 2018). The World Bank is claiming a strong
correlation between governance indicators and economic performance. The six compo-
site WGI measures are useful as a tool for broad cross-country comparisons and for
evaluating broad trends over time.

Methodology

In this paper, the issue of assessing Good Governance in EU countries is addressed
through the application of MCDM methods. The theory of multicriterial analysis of
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variants deals with the problems of how to select one or more variants from the set of
permissible variants and recommend them for implementation (Subrt et al., 2015). The
purpose of the application of MCDM methods is to find the most suitable variant or to
make an arrangement of the set of variants. In the case of Good Governance assessment
in EU countries, presented in this paper, 28 EU countries are considered as individual
variants (set of p variants), and the output is the ranking of these countries from the best
to the worst. Variants are assessed on the basis of k criteria (6 aggregate indicators of
Good Governance).

There are a variety of multiple criteria techniques to aid selection in conditions of mul-
tiple-criteria problems. One of them is the TOPSIS method, where the ranking of vari-
ants is based on the relative similarity to the ideal solution. When creating the final
order of variants, the TOPSIS method takes into account the distance from the ideal and
basal variant and the variability of the values. TOPSIS is considered to be a very useful
and informative technique for ranking and selecting variants (Shih et al., 2007; Bhutia
and Phipon, 2012). Because of its high flexibility, it is often and widely used in various
situations to solve many theoretical and real-world problems (Roszkowska, 2011). For
example Dincer (2011) used the TOPSIS method when analysing the EU countries and
candidate countries in terms of economic activity in the year 2008. Kuncova (2012)
compared by TOPSIS method the EU countries from the e-commerce point of view.
Ardielli and Halaskova (2015b) used TOPSIS method for assessing of eGovernment in
EU countries.

TOPSIS also seems to be a good choice for Good Governance assessment in EU coun-
tries. The ranking of countries based on six aggregate indicators by the usage of TOP-
SIS method is more accurate than simply using averages or additions.

Methods

TOPSIS method provides a complete arrangement of all variants. Required input data
are criteria values for individual variants and weights of individual criteria. The criteria
values for the individual variants are arranged in the criterion matrix Y = (y;;), where y;;
is the value of the i-th variant evaluated by the j-th criterion (Fiala, 2008). It is assumed
the maximizing character of criteria.

The method is based on the selection of the variant closest to the ideal variant represent-
ed by the vector (Hy, H,, ..., Hy) and furthest from the basal variant represented by the
vector (Dy, D, ..., Dy). Application of TOPSIS method is described in Yoon and Hwang
(1995):
— Creation of the criteria data matrix D.
— Calculation of the normalized data matrix R = (r;;) according to formula 1:
Vij
= = @)

ri. —

]
14 2
Zi=1yi1‘

where r;; are elements of matrix R; i = 1,2, ... p; j = 1,2, ... k; y;; are the original input
data from data matrix D for variant i and criterion j; p is the number of variants.

Columns of matrix R are after the normalization the vectors of the unit length according
to Euclidean metrics.
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— Calculation of the weight normalized data matrix W = (wj;) according to formula 2:
Wij = V]' ri]- (2)
where wj; is weight normalized value and v; is the weight of criterion.

- We will determine the ideal variant H = (Hy, H,, ..., H,) and basal variant D = (D,
D,, ..., Dy), relative to the values of the matrix W, see formula 3 and 4:

Hj = max(wj), 3)

D; = min(wj), 4

forj=1,2, ...k
— Distance calculation of variants from the ideal variant, respectively basal variant
according to formula 5 and 6.

dr = \[Z};l(wij —hy)? 5)

dr = \[Z};l(wij —d)? 6)

foralli=1,2,...p
— Calculation of the relative distance indicator of variants c; from basal variant accord-
ing to formula 7.

di
S% TFea Q)
foralli=1,2,...p
For values c; apply:
0< Ci <1

Ci = 0<=> a; = (Dl,D2, "'!Dk)
Ci = 1<=> a; = (Hl,Hz, ""Hk)

- Arrangement of the variants according to decreasing values of the indicator c;, and
acquisition of the complete ranking of all variants.

Input Data and Model

The basis for the evaluation of Good Governance development in EU countries are the
data obtained from the database of World Bank, see (World Bank, 2018). There have
been monitored six aggregate indicators since 1995. The list of individual indicators and
their characteristics are summarized in Table 1. Each of the aggregate indicators be-
comes normalized values in the interval from -2.5 (worst result) to 2.5 (best result). The
values were converted to a percentage for the calculation by TOPSIS method.
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Table 1. Aggregate indicators of Good Governance

No. Aggregated indicator Characteristic

Assesses the extent of democracy on the basis of the characteristics
I Voice and Accountability ~ of the political process, civil liberties, political rights and independ-
ence of the media.
Political Stability and Assesses the probability of destabilizing the authority of a govern-
Absence of Violence ment or its overthrow, including the threat of terrorism.
Government performance is evaluated according to the prerequisites
for formulating and implementing appropriate policies. These as-
Government Effective- sumptions include the provision of quality public services, the quality
ness of the bureaucracy, the competence of officials, authorities’ inde-
pendence from political pressures and the credibility of the govern-
ment in implementing of the proclaimed policies.
Evaluates the policies in terms of interventions distorting markets
l4 Regulatory Quality functionality and in terms of over-regulation in foreign trade and
business.
The quality of the legal system is evaluated by the trust in the rules of
society and the degree of respect for them. This indicator expresses
Is Rule of Law the perception of the incidence of a violent and non-violent crime, the
effectiveness and predictability of court decisions and the enforce-
ment of contracts.
This indicator measures perceptions of corruption, defined as the use

ls Control of Corruption of public power to obtain a private benefit.

Source: World Bank (2018).

The model of multi-criteria analysis of variants was created as follows:

— individual variants a;, i=1,...,p. These values were represented by individual 28 EU
countries.

— individual criteria f;, j=1,...,k. These values were represented by 6 aggregate indica-
tors of Good Governance I, — lg.

— then the values y;; represents the value of the i-th variant evaluated by the j-th criteri-
on, i=1,....p, j=1,....k.

— then the values v;, represents the preferences of criteria, j=1,...,k.

As stated by Subrt et al. (2015), when solving a problem, it is very important whether
and how one criterion is preferred over another. The criterion preference expresses the
importance of this criterion compared to the others. Setting criteria preferences is a
difficult task which often depends on the subjective opinion of the decision-maker. In
the presented research, the approach of equal preference of all criteria was chosen. That
means that all six aggregated indicators of Good Governance I, — I were seen as criteria
with equal preference. Using the TOPSIS method, values of aggregate indicators for
individual EU countries in all years of the selected period 2007-2017 were processed, in
total 11 calculations. In each year, EU countries were ranked according to the level of
Good Governance from the most successful to the least successful. The outputs thus
show how individual countries achieved within the EU during the whole selected period.

218



Results and interpretations

The results of the Good Governance development evaluation in EU countries are divid-
ed into four parts. First, there was examined the evolution of Governance indicators in
the monitored period 2007-2017 in EU countries as average (see Figure 1). Second, the
TOPSIS method was applied in each year of the period 2007-2017. The results of indi-
vidual EU countries were displayed as the ranking of countries (see Figure 2 and 3).
Third, the verification of the results was processed by the usage of second MCDM
method (see Table 2 and 3). Finally, the classification of country groups was made, and
the rankings of individual EU countries in the period 2007 to 2017 were summarized
(see Table 4 and 5).

Development of WGI in EU Countries
To be able to assess the long-term development of governance performance in the EU as
a whole, it was necessary to compare the individual indicators over time. Aggregate
indicators of individual EU countries (EU-28) were averaged, and their development
was captured from 2007 to 2017, see Figure 1. Indicator values were converted from a
range of -2.5 to +2.5 to percent values.

Figure 1. Development of Worldwide governance indicators in EU countries (2007-2017)
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It is clear from the graph that in the long run, EU countries are best conducting in the
area of regulatory quality and voice and accountability. Regulatory quality captures
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perceptions of the ability of the government to formulate and implement sound policies
and regulations that permit and promote private sector development. The main variables
of this measure in WGI come from: Heritage Foundation Index of Economic Freedom,
Economist Intelligence Unit Riskwire & Democracy Index, World Economic Forum
Global Competitiveness Report, Institutional Profiles Database, Political Risk Services
International Country Risk Guide and Global Insight Business Conditions and Risk
Indicators. The average value of aggregate indicator “regulatory quality” in EU coun-
tries reached about 86% in 2007 and declined slightly in the last decade to about 84% in
2017. The values of this indicator show that the EU countries, on average, reach very
well result in regulatory quality.

Very good results are also evident in the indicator “voice and accountability”. Voice and
accountability capture perceptions of the extent to which a country's citizens are able to
participate in selecting their government, as well as freedom of expression, freedom of
association, and free media. The main variables of this measure come from Economist
Intelligence Unit Riskwire & Democracy Index, Freedom House, World Economic
Forum Global Competitiveness Report, Gallup World Poll, Institutional Profiles Data-
base, Political Risk Services International Country Risk Guide, Reporters Without Bor-
ders Press Freedom Index and Varieties of Democracy Project. The achieved values
fluctuated from 85% in 2007 to 83% in 2017.

A slightly worse level in EU countries was recorded for indicators “rule of law” and
“government effectiveness”. The aggregate indicator “rule of law” captures perceptions
of the extent to which agents have confidence in and abide by the rules of society, and
in particular the quality of contract enforcement, property rights, the police, and the
courts, as well as the likelihood of crime and violence. The main variables of this meas-
ure come from Economist Intelligence Unit Riskwire & Democracy Index, World Eco-
nomic Forum Global Competitiveness Report, Gallup World Poll, Heritage Foundation
Index of Economic Freedom, Institutional Profiles Database, Political Risk Services
International Country Risk Guide, US State Department Trafficking in People report,
Varieties of Democracy Project and Global Insight Business Conditions and Risk Indi-
cators. With slight fluctuations (the year 2008 and 2014), the value of the indicator is
around 82%.

The aggregate indicator “government effectiveness” captures perceptions of the quality
of public services, the quality of the civil service and the degree of its independence
from political pressures, the quality of policy formulation and implementation, and the
credibility of the government's commitment to such policies. The main variables of this
measure come from Economist Intelligence Unit Riskwire & Democracy Index, World
Economic Forum Global Competitiveness Report, Gallup World Poll, Institutional Pro-
files Database, Political Risk Services International Country Risk Guide and Global
Insight Business Conditions and Risk Indicators. Indicator values in the observed period
slightly increased from 81% in 2007 to 82% in 2017.

EU countries reach the worst level in indicators ,,control of corruption” and ,,political
stability*. The indicator “control of corruption” captures perceptions of the extent to
which public power is exercised for private gain, including both petty and grand forms
of corruption, as well as "capture” of the state by elites and private interests. The main
variables of this measure come from Economist Intelligence Unit Riskwire & Democra-
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cy Index, World Economic Forum Global Competitiveness Report, Gallup World Poll,
Institutional Profiles Database, Political Risk Services International Country Risk Guide,
Varieties of Democracy Project and Global Insight Business Conditions and Risk Indi-
cators. During the reference period, the value of the indicator slightly decreased from
80 % in 2007 to 78% in 2017.

The indicator ,,political stability* and absence of violence/terrorism measures percep-
tions of the likelihood of political instability and/or politically-motivated violence, in-
cluding terrorism. The main variables of this measure come from Economist Intelli-
gence Unit Riskwire & Democracy Index, World Economic Forum Global Competi-
tiveness Report, Cingranelli Richards Human Rights Database and Political Terror
Scale, iIJET Country Security Risk Ratings, Institutional Profiles Database, Political
Risk Services International Country Risk Guide and Global Insight Business Conditions
and Risk Indicators. During the reference period, the value of the indicator decreased
from 75% in 2007 to 71% in 2017.

Evaluation of Good Governance in EU countries by Usage of TOPSIS

Good Governance performance in EU countries in the period 2007-2017 was evaluated
by the usage of TOPSIS method. The results in individual years were ordered according
to the value of relative distance indicator ¢; In this article are presented in detail only
the results of the year 2007 and 2017. In Figure 2, there are summarized the ranking of
EU countries according to the level of Good Governance from the best to the worst. In
the year 2007, the best five positions occupied Finland, Sweden, Austria, Denmark, and
Luxembourg. On the worst five positions placed Poland, Italy, Croatia, Bulgaria, and
Romania.

Figure 2. The evaluation of EU countries according to the level of Good Governance in 2007
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In the monitored period 2007-2017 the situation was changing only slightly on the top
positions. The best positions occupied mainly Finland, Luxembourg, Austria, or Sweden.
On the worst positions shifted Croatia, Bulgaria, Greece, and Romania.

For the purpose of ranking comparison at the end of the selected period, the detailed
results of the year 2017 are presented, see Figure 3. The ranking of countries differs
slightly on the five best positions. The top positions are occupied by Luxembourg, Fin-
land, Sweden, Netherlands, and Austria. Also, the worst five positions differ slightly;
they are occupied by Croatia, Italy, Bulgaria, Greece, and Romania.

Figure 3. The evaluation of EU countries according to the level of Good Governance in 2017
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Verification of the Results by Usage of WSA Method

When using MCDM methods, it is always advisable to verify the sensitivity of the re-
sults by applying yet another method. The verification of the results in the year 2007
and 2017 was processed by second MCDM method. As the appropriate method was
chosen Weighted Sum Approach (WSA). WSA method is based on the principle of
utility maximization. It arranges the variants in the order according to the total utility,
which is taking into account all represented criteria, see more Fiala (2008). In Table 2
and 3, there are displayed the results of both methods.
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Table 2. Verification of the final result (2007)

Country TOPSIS WSA Country TOPSIS WSA
Austria 3 4 [taly 25 24
Belgium 10 10 Latvia 23 23
Bulgaria 27 27 Lithuania 20 21
Croatia 26 26 Luxembourg 5 5
Cyprus 16 13 Malta 9 1
Czech Republic 17 19 Netherlands 8 7
Denmark 4 1 Poland 24 25
Estonia 15 15 Portugal 14 14
Finland 1 2 Romania 28 28
France 12 12 Slovakia 19 20
Germany 7 8 Slovenia 13 16
Greece 22 22 Spain 21 17
Hungary 18 18 Sweden 2 3
Ireland 6 6 United Kingdom 11 9

Source: Author’s processing

Table 3. Verification of the final result (2017)

Country TOPSIS WSA Country TOPSIS WSA
Austria 5 6 Italy 25 23
Belgium 13 12 Latvia 19 20
Bulgaria 26 26 Lithuania 18 18
Croatia 24 25 Luxembourg 1 3
Cyprus 17 17 Malta 9 1
Czech Republic 14 15 Netherlands 4 4
Denmark 6 5 Poland 22 22
Estonia 1 10 Portugal 10 13
Finland 2 1 Romania 28 27
France 16 14 Slovakia 21 21
Germany 8 7 Slovenia 15 16
Greece 27 28 Spain 20 19
Hungary 23 24 Sweden 3 2
Ireland 7 8 United Kingdom 12 9

Source: Author’s processing
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Also the TOPSIS results of the year 2017 were confirmed by the usage of WSA method.
However, the results are slightly different. On the best five positions processed by WSA
are from top Finland (2nd position by TOPSIS), Sweden (3rd position by TOPSIS),
Luxembourg (3rd position by TOPSIS), Netherlands (4th position by TOPSIS as well)
and Denmark (6th position by TOPSIS). On the worst positions placed similarly Hunga-
ry, Croatia, Bulgaria, Romania, and Greece. The reason for the differences lies in the
diverse computing algorithm. Moreover, TOPSIS method takes into account the range
of values of the criterion and does not favour extreme values as WSA.

Classification of Country Groups and the Final Ranking

Based on the c; values from the year 2017, the EU countries were divided into four
groups by usage of hierarchical clustering, Ward’s method, see Table 4. Hierarchical
cluster analysis was performed in the IBM SPSS software. The purpose of the clustering
was to create the groups of EU countries based on the level of Good Governance and to
identify which countries are performing well, which are performing satisfactorily and
which are performing insufficiently.

Table 4. Clustering of EU countries according to the level of Good Governance (2017)

Leading countries Yr\i/:IsI performing coun I(;guwn{)rtieeriormlng Lagging countries
Austria (AT), Belgium (BE), Croatia (HR), Bulgaria (BG),
Denmark (DK), Cyprus (CY), Hungary (HU), Greece (EL),
Finland (FI), Czech Republic (CZ), Italy (IT), Romania (RO).
Ireland (IE), Estonia (EE), Latvia (LV),
Luxembourg (LU), France (FR), Poland (PL),
Netherlands (NL), Germany (DE), Spain (ES),
Sweden (SE). Lithuania (LT). Slovakia (SK).

Malta (MT),

Portugal (PT),

Slovenia (SI),

United Kingdom (UK).

Source: Author’s processing

In Table 4, there are listed four categories of countries based on the results of hierar-
chical cluster analyses. In the first category are included EU countries with the best
results of Good Governance level. There are the Scandinavian countries — Denmark,
Finland, Sweden - and Luxembourg, Austria, Netherlands, and Ireland. These countries
belong to countries with advanced, well-functioning, and effective public administration.
Not surprisingly, they have a high level of Good Governance as well. Category 2 con-
tains EU countries with still good performance in Good Governance. This group in-
cludes both the founding countries of the EU (Germany, France) and highly developed
economies (United Kingdom) as well as the less developed countries EU acceded later
as Estonia, Czech Republic or Cyprus. These are countries that have shown minor and
moderate weaknesses in Good Governance indicators. In the case of Germany, Great
Britain, France, and Austria, the rating was reduced due to the threat of terrorism. In the
case of the Czech Republic or Lithuania major weaknesses in the area of corruption
were reported. EU countries presented in category 3 are the countries with below-
average results. Spain and Italy reported bad values in the terrorist threat and corruption.

224



Slovakia showed a high level of corruption, as well as Hungary, Latvia, and Croatia.
Poland, Italy, and Croatia showed additionally the poor quality of the legal system.
Category 4 lists EU countries with the worst level of Good Governance. In the case of
Bulgaria, Greece and Romania were identified great shortcomings in the area of corrup-

tion, quality of law, and effectiveness of the public sector.

Although the ranking of EU countries varies in individual years, it is possible to notice
that the best and worst positions are constantly rotated by the same countries. Therefore,
a comparison of the development of the EU countries' rankings in individual years was
created, see Table 5. The top five countries and the worst five countries are highlighted
in colour.

Table 5. Ranking of EU countries in the years 2007 - 2017

2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017
AT 3 3 5 5 6 5 5 5 3 6 5
BE 10 10 9 9 8 8 8 10 1 13 13
BG 27 27 27 27 27 26 28 28 28 27 26
HR 26 26 24 25 25 25 25 24 24 24 24
CY 16 15 17 15 16 13 15 17 19 18 17
Cz 17 17 15 17 14 17 16 14 14 15 14
DK 4 5 4 4 5 6 6 7 6 5 6
EE 15 16 16 14 13 14 13 1 13 10 11
Fl 1 1 1 1 1 1 1 1 2 3 2
FR 12 14 12 1 12 12 12 13 16 17 16
DE 7 8 8 8 9 9 7 8 8 8 8
EL 22 24 26 26 26 27 26 26 27 28 27
HU 18 19 21 21 21 22 23 23 23 25 23
IE 6 6 7 7 7 7 9 6 7 7 7
IT 25 23 25 24 24 24 24 25 25 23 25
Lv 23 25 23 23 23 23 22 21 22 21 19
LT 20 21 20 20 22 20 19 19 17 16 18
LU 5 2 2 2 2 2 2 2 1 1 1
MT 9 9 10 10 10 10 10 9 10 9 9
NL 8 7 6 6 4 4 4 4 5 4 4
PL 24 20 18 18 18 18 18 18 18 22 22
PT 14 12 13 16 17 15 14 15 12 12 10
RO 28 28 28 28 28 28 27 27 26 26 28
SK 19 18 19 19 20 19 20 20 21 20 21
Sl 13 1" 1 13 15 16 17 16 15 14 15
ES 21 22 22 22 19 21 21 22 20 19 20
SE 2 4 3 3 3 3 3 3 4 2 3
UK 11 13 14 12 11 11 11 12 9 11 12

Source: Author’s processing.
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There is a clear view of the development of the EU countries' rankings over the report-
ing period. The top positions are steadily occupied by Finland, Sweden, and Luxem-
bourg. Good results are also achieved by Austria, Netherlands, and Denmark. These
countries are the most advanced in public administration across EU countries and are on
the top in Good Governance worldwide also. Significant positive developments in gov-
ernance performance over the period were recorded by the Netherlands and Estonia.
The Netherlands moved from the 8th position in 2007 to 4th position in 2017 and Esto-
nia from 15th position to 11th position. Also, Latvia moved significantly from 23rd
position in 2007 to 19th position in 2017. This positive development may be due to the
development of eGovernment and eServices in these countries and an emphasis on open
public administration. On the contrary, the negative developments have been noted by
Belgium (from 10th position in 2007 to 13th. position in 2017), France (from 12th posi-
tion in 2007 to 16th position in 2017), Greece (from 22nd position in 2007 to 27th posi-
tion in 2017), and Hungary (from 18. position in 2007 to 23rd position in 2017). Deteri-
oration in these countries is likely to be mainly due to decreased security because of the
threat of terrorism. Steadily worst-rated countries include Croatia, Italy, Romania,
Greece, and Bulgaria. These countries generally show the poor performance of public
administration across EU countries. Interesting is the position of the Czech Republic. It
was found out that it is on average among EU countries in the last decade (ranging from
17th - 14th position), however in the last five years we can see the position improve-
ment (always 14th or 15th position) although there was no real improvement in all indi-
cators in the last five years.

Discussion

Good Governance means the attainment of ideals of democracy and participation of
people in all activities of the state. It is currently a great subject in all countries of the
world. Ewadlt (2001) says that Good Governance is directly related to both public ad-
ministration processes as well as the essential ingredients of accountability, democracy,
ethics, rule of law and transparency. The World Bank is attempting to measure govern-
ance performance with six aggregated indicators covering the areas above. Some au-
thors criticize this approach, for example Andrew (2008) questions the validity of defi-
nitions of Good Governance indicators and their relationship to the reality of their effec-
tiveness. Although the indicators are commonly used to compare countries and devel-
opments in individual years in various scientific papers. The approach of data pro-
cessing by different authors differ, however. Some use averaging (Zak, 2005; Ardielli,
2016), others add up (Madzova, Sajnoski, and Davcev, 2013). In the presented article,
there was created the ranking of EU countries according to the level of Good Govern-
ance by the usage of TOPSIS method.

Creation of the ranking of countries is often used in the reports dealing with the perfor-
mance of economic sectors and other branches. For example, on the World Bank pages
we can see the ranking of countries according to the WGI, on United Nations pages is
presented the ranking of countries according to the eGovernment Development Index
(EDGI) or eParticipation Index (EPI), see UNPACS (2018), in European Commission
(2018) are the EU countries ranked according to the performance of public administra-
tion. Scientific work is also dealing with this issue, see Kuncova (2012) or Charron,
Dijkstra, and Lapuente (2015).
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In the presented research has been confirmed the excellent position of the Nordic coun-
tries' across EU countries in the area of Good Governance. Denmark, Finland, Sweden,
and also Luxembourg and Netherlands - these countries have been long-term among the
top 10 countries in the world with the best Good Governance. Switzerland, New Zee-
land, Canada, and Australia are also the world leaders in this area. The countries placed
well in Good Governance rankings are mainly well placed also in the rankings of eGov-
ernment implementation. Denmark, Finland, Sweden, Luxembourg, and the Netherlands
are in the top 20 world leaders in eGovernment development, see UNPACS (2018).
These countries were ranked on the best positions also in the assessment of public ad-
ministration capacity and performance of the EU countries by the European Commis-
sion in the year 2018. The first five positions occupied Denmark, Finland, Sweden,
Netherlands, and the United Kingdom. On the last five positions placed Romania,
Greece, Croatia, and Bulgaria and Slovakia (European Commission, 2018).

Greece, Romania, and Bulgaria ranked worst also in the research presented in this arti-
cle. This is inconsistent with the European Commission (2018). Although these coun-
tries are the worst performers within the EU countries, their results are average in terms
of global outcomes. For example, the lowest level of Good Governance has been rec-
orded in some member countries of the Council of Europe — in Albania, Serbia, Mace-
donia or Bosnia and Herzegovina, see Ardielli (2016) or similarly also in analyse of
West Balkans countries in Madzova, Sajnoski and Davcev (2013).

As appears from the contemporary praxes, a central goal of reforms in many less suc-
cessful EU countries is achieving transparency. As stated by Ladi and Ruso-Dragoumis
(2007) to achieve transparency and to apply the values of Good Governance, an effec-
tive institutional framework must be applied, the participation of citizens in governance
should be enhanced, and an effective system of internal and external control needs to be
developed. A further tool for strengthening transparency and openness in the public
sector and for combatting corruption is the use of information technologies at all levels
of public administration and the implementation of eGovernment (Machova, Volejniko-
va, and Lnénicka, 2018). It can improve the services provided to the citizens as well as
the smooth functioning of democracy (Ladi and Ruso-Dragoumis, 2007).

When comparing the results obtained by averaging (Ardielli, 2016) and TOPSIS meth-
od, the ranking of countries performed by usage of TOPSIS is more accurate. The ad-
vantages of TOPSIS methods is that it takes into account the variability and the distance
from the ideal and basal variant. The advantages of TOPSIS compared to other MCDM
methods are its simplicity, good computational efficiency, and the ability to measure the
relative performance for each variant in a simple mathematical form. As stated by
Rozskowska (2011), the concept of the TOPSIS method is clear, the calculation is sim-
ple and convenient, and the methodology can be extended and adjusted to specific envi-
ronments.

Conclusion

In the presented article, there was offered the option of processing the data of the World
Bank (aggregate indicators of Good Governance — WGI) by the usage of MCDM meth-
ods, namely the TOPSIS method. Multi-criteria analysis of variants allowed the evalua-
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tion of all EU countries (variants) according to the 6 given criteria (aggregate indica-
tors).

In the first part of the research, there were conducted the averages of these aggregated
indicators for the 28 European Union member countries in the period 2007-2017. The
values of these indicators in the EU are above-average in the long-term relative to the
global average and in comparison with developing countries. However, we can see the
decrease in almost all monitored indicators during the selected period. The slight in-
crease is evident only in the indicator “government effectiveness”.

In the second part of the research, the TOPSIS method was applied. By usage of this
method, the sorting of variants according to defined criteria was performed. As a result,
countries were ranked according to the Good Governance performance and the devel-
opment in the individual years of the monitored period was recorded. It was found, that
the most successful EU countries in the area of Good Governance are Scandinavian
countries (Finland, Sweden, and Denmark), Luxembourg, Austria, and the Netherlands.
On the contrary, the worst-performing EU countries are Bulgaria, Romania, and Greece.

In the third part of the research, the results of TOPSIS method were verified by the
usage of WSA method. Using this method, similar results have been achieved as with
the application of the TOPSIS method. In the year 2017, by the usage of WSA method,
on the first three positions placed Luxembourg (1st position), Finland (2nd position),
Sweden (3rd position). By usage of TOPSIS method, the same countries were con-
firmed in a slightly different order - Luxembourg (3rd position), Finland (1st. position),
Sweden (2nd position). A similar situation has occurred in the case of worst-performing
countries. By usage of TOPSIS method was found out the following order - Bulgaria
(26th position), Romania (27th position), Greece (28th position). By usage of WSA
method were confirmed the same countries with positions - Bulgaria (26th position),
Romania (28th position), Greece (27th position). Similar results were also found in
other years.

In the fourth part of the research, the clustering of EU countries according to the level of
Good Governance was performed. This way four country groups with similar results
were identified — leading countries, well-performing countries, low-performing coun-
tries and lagging countries. Last, the final overview of the placement of individual EU
countries in the period 2007-2017 was accomplished. There is showed which countries
have long-term high levels of monitored indicators and which, on the contrary, are lag-
ging behind in this area.

Based on the results achieved TOPSIS method acknowledged as a suitable tool for
evaluation of Good Governance by the usage of WGI monitored by the World Bank.
TOPSIS takes into account the variability of data and is thus more accurate when creat-
ing the ranking of countries than mere averaging or adding of indicators to the overall
indicator.
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