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Extended Abstract

Introduction

In recent decades, the concept of development has transcended the narrow framework of economic growth
to encompass social, institutional, and environmental dimensions, as well as the quality of life of citizens.
The experience of many countries demonstrates that an increase in Gross Domestic Product (GDP) cannot,
in isolation, guarantee welfare, social justice, human security, health, education, or equal opportunity.
Consequently, the Social Progress Index (SPI), as a comprehensive and outcome-oriented measure, has
gained significant prominence in assessing national performance. By focusing on basic human needs,
foundations of well-being, and opportunities, this index provides a more nuanced picture of the actual status
of societies and serves as a suitable complement to traditional economic indicators.

The importance of examining social progress is amplified in countries characterized by high natural resource
rents and poor governance. In such nations, reliance on natural resources, institutional weakness,
government inefficiency, corruption, monopoly, and undiversified economic structures can hinder the
conversion of resource revenues into public welfare. Conversely, countries with low natural resource rents
and strong governance typically possess more diversified economic structures, a more dynamic private
sector, higher energy efficiency, and more effective institutional engagement with the global economy.
From this perspective, comparing these two groups of countries can provide deeper insights into the distinct
pathways toward achieving social progress.

Methodology

The primary objective of this research is to examine the impact of structural change, the private sector, and
energy on the Social Progress Index across two groups of countries: the first group comprises 252525
countries with high natural resource rents and weak governance, while the second group consists of 383838
countries with low natural resource rents and strong governance. Within this framework, structural change
is conceptualized as a mechanism for transitioning the economy from low-yield activities to more
productive, diversified, and knowledge-based activities. The private sector is integrated into the analysis as
a primary engine of innovation, job creation, competition, and economic efficiency enhancement. Energy is
also considered a key research variable due to its foundational role in production, education, health,
infrastructure, and quality of life. Furthermore, political globalization is included as a control variable in the
model, as international interactions, membership in global institutions, and transnational cooperation can
influence social progress through knowledge transfer, the reinforcement of transparency, and the
enhancement of institutional capacity.

Research data were collected using a panel dataset covering the period 2011t02021. Data regarding the
Social Progress Index were obtained from the Social Progress Imperative database; data on political
globalization were sourced from the KOF Swiss Economic Institute; and data concerning structural change,
private sector indicators, and energy were extracted from the United Nations Conference on Trade and
Development (UNCTAD) database. The research model was estimated using the Generalized Method of
Moments (GMM). This method was selected because the research model possesses a dynamic structure,
and the lagged value of the Social Progress Index is included as an explanatory variable.

Findings

The research findings indicate that the mean Social Progress Index in the group of countries with low
resource rents and strong governance is significantly higher than that of the countries with high resource
rents and weak governance. Furthermore, the former group exhibits superior performance in indicators
related to structural change, the private sector, energy, political globalization, and governance. This finding
suggests that strong governance, a diversified economic structure, an efficient private sector, and higher
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energy efficiency are prerequisites for improving quality of life and social welfare. Conversely, in rentier
states, dependence on natural resources, institutional weakness, and structural inefficiency can prevent the
translation of economic potential into social progress.

The estimation results show that in both groups of countries, structural change, the private sector, energy,
and political globalization have a positive and statistically significant impact on social progress. In the group
of countries with high resource rents and weak governance, political globalization exhibits the strongest
effect, followed by structural change, which plays a major role in explaining social progress. This suggests
that in countries with institutional weaknesses, international interactions and pressures arising from
integration into global networks can facilitate the improvement of social indicators through increased
transparency, the transfer of experience, and the strengthening of institutional capacity. Moreover, in these
countries, structural change can foster the improvement of social welfare by reducing reliance on natural
resources, creating job opportunities, developing infrastructure, and enhancing productivity.

In the group of countries with low resource rents and strong governance, the private sector shows the highest
coefficient. This finding indicates that in transparent, competitive, and rule-based institutional
environments, the private sector can play a more effective role in promoting social welfare. In such
countries, the private sector possesses significant capacity to improve social indicators through investment,
innovation, service development, productivity enhancement, job creation, and participation in public service
delivery. Additionally, the positive effect of energy in this group suggests that sustainable, efficient, and
clean access to energy can assist in improving health, education, the environment, and quality of life.
Based on the research findings, achieving improvements in social progress requires a coordinated set of
structural, institutional, and energy policies. In countries with high resource rents and weak governance,
policymakers should focus on reducing dependence on natural resources, diversifying production,
developing knowledge-based industries, promoting productivity, improving the business environment, and
strengthening transparency. Furthermore, creating a competitive environment for private sector activity,
reducing monopolies, strengthening the rule of law, and developing public-private partnerships can foster a
more effective role for the private sector in improving social welfare. In the energy sector, the development
of renewable energy, the enhancement of consumption efficiency, the reduction of distribution losses, and
the guarantee of equitable access to energy must be prioritized.

Conclusion

In summary, the research results demonstrate that social progress is the result of the simultaneous interaction
of economic, structural, institutional, and energy factors. Economic growth without structural
transformation, an efficient private sector, a sustainable energy system, and appropriate governance cannot
sustainably lead to an improved quality of life. Therefore, achieving sustainable and inclusive development
requires a multidimensional approach in which economic reforms, the strengthening of institutions, private
sector development, energy transition, and international cooperation are pursued in a synergistic manner.
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