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SUMMARY 
 

 

Fractionalization and socioeconomic deprivation have been widely 

discussed as determinants of social cohesion. The current study has tried to 

discuss some other factors which may also be important for social cohesion with 

a particular focus on institutional quality. For this purpose, the role of institutional 

quality of: political, legal, economic, and overall have been analyzed along with 

other factors in the worldwide perspective. The current study employs the Least 

Squares Dummy Variables (LSDV) technique for estimation. The analysis is 

conducted for one hundred and thirty-five economies, using five-year average 

panel data from 1990 to 2010. The results suggest that: institutional quality 

(Overall, political, legal, economic) augments social cohesion. Gender equality 

and per capita income also augment social cohesion. Ethnic and religious 

polarization is a greater threat to social cohesion as compared to ethnic 

fractionalization, linguistic fractionalization. While income inequality, and 

globalization are also threat to social cohesion.  Moreover, the threat to social 

cohesion is greater when there is: low institutional quality (political, legal, 

economic, overall) and high: ethnic fractionalization, linguistic fractionalization, 

ethnic polarization, religious polarization, globalization and income inequality as 

compared to a situation where there is the high institutional quality (political, 

legal, economic, overall) and low: ethnic fractionalization, linguistic 

fractionalization, ethnic polarization, religious polarization, globalization and 

income inequality. The results further suggest that the harmful effects of ethnic 

and religious polarization, ethnic fractionalization, linguistic fractionalization, 

globalization, and inequality can be, not only overcome by institutional quality 

but can also be put to use to enhance the level of social cohesion.  

 

KEYWORDS 

 

Social cohesion, Institutional quality, Fractionalization, Polarization, 

Income inequality, Globalization.  
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CHAPTER 1: 
 

INTRODUCTION 
 

 

This is the introductory chapter in which first of all, the background of 

the study is given. The background of the study shows that: what is social 

cohesion, why it is important, what are the economic implications of social 

cohesion, what are the possible major factors that determine social cohesion, 

what is the role of diversity to determine social cohesion, and how the intuitional 

quality of various types (legal, political and economic) is important for social 

cohesion. After giving the background of the study in this chapter, the 

significance of the study has been given. After significance, the research gap has 

been mentioned, then the major objectives of the study have been described, 

then the research questions the study intended to answer have been reported, 

lastly, the hypotheses to be tested have been made. 

 

 

1.1 BACKGROUND OF THE STUDY 

 

Social cohesion has been a topic of great interest for researchers and 

academicians, widely discussed in, sociology, political spheres, public health, 

psychology, and more recently in economics as well. Due to multidimensional 

and multidisciplinary nature, social cohesion is explained in various ways by 

different researchers and academicians. The general public, policymakers, and 

social scientists often label social cohesion just as the “glue” or the “bonds” that 

keep people united. OECD (2012) explains that ‘A cohesive society works 

towards the well-being of all of its members, minimizing disparities and 

avoiding marginalization. It entails three major dimensions: fostering cohesion 

by building networks of relationships, trust, and the identity between different 

groups; fighting discrimination, exclusion, and excessive inequalities; and 

enabling upward social mobility’.  

 

The terms social capital and social cohesion are closely related and 

generally are interchangeably used. Dayton-Johnson (2003) differentiates the 

two terms as “Social capital is an individual's sacrifices (time, effort, and 

consumption) made to promote cooperation with others, while Social cohesion 

is a characteristic of society which depends on the accumulated social capital”. 

Basically, Social capital refers to the stock of social relations, based on norms 

and networks of cooperation and trust, however, social cohesion is more than 
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mere social relations. Like the notions of ‘bonding’ and ‘bridging1’ social capital 

popularized by (Putnam, 2000), social cohesion may also be divided into 

interpersonal cohesion and intergroup2 cohesion (King et al., 2010). 

 

Social cohesion is both an end as well as a means to achieve other 

economic and developmental goals. As an end, a more cohesive society can be 

thought of a peaceful place to live in. As a means, social cohesion may have 

various effects on different economic and developmental outcomes  (Pervaiz 

and Chaudhary, 2015). Social cohesion has various economic implications, like 

economic growth, financial development and replaces the need for expenses on 

written contracts. Social cohesion enhances growth through different channels 

like fewer transaction costs, facilitated collective action, boosting capital 

accumulation, dissemination of information, innovation, management of 

conflict, maximizing allocative efficiency, positive externalities etc. In more 

cohesive economies, there is an environment of trustworthiness, a society where 

each member has trust in other members of the society leads to an environment 

where the exchange of goods and services can take place without formal 

contracts. As no formal contracts are needed so more exchange can take place. 

Furthermore, the cost to be incurred on formal contracts is saved, resultantly the 

cost of transaction reduces. In cohesive economies, there is an environment of 

trustworthiness so there is less need for written contracts. So fewer resources are 

needed for the enforcement of contracts. In more cohesive societies, there is less 

probability of conflicts in property ownership so fewer resources will be needed 

for the protection of property rights. Cooperation among people and 

organizations leads to economies of scale. In more cohesive societies, the 

occurrence of crimes and conflicts is less likely, and political stability is more 

likely to persist, which leads to more attractive environment for investment. 

More financial development took place because the volume of informal lending 

is higher. Altogether, more economic activities took place which leads to more 

economic growth (Akçomak and Weel, 2009; Coleman, 1988, 1990; Collier, 

2002; Collier and Gunning, 1999; Easterly et al., 2006; Fukuyama, 1995; 

Helliwell and Putnam, 1995; Knack and Keefer, 1997; Pervaiz and Chaudhary, 

2015; Temple, 1998)  

 

In the existing literature related to social cohesion, two factors, diversity 

and socio-economic deprivation, have been focused mainly. The bulk of 

literature related to social cohesion and diversity relation considers diversity as 

a menace to social cohesion because since people usually like to trust and meet 

 
1 Bonding social capital is within-group social relations and bridging social capital is intergroup/between groups’ 

social relations (Putnam, 2000).   
2 Inter-personal social cohesion is relating to attitudes and behaviors of different individuals within a community, 

and inter-group social cohesion, refers to attitudes and behaviors of individuals between individuals of different 

groups or across major cleavages in society (King et al., 2010). 
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with those people: who are like them, belong to the same caste/tribe, use to speak 

the same language, and share a common culture (McPherson et al., 2001). 

Likewise, the chances of aversion enhance with an increase in diversity or 

heterogeneity in a society (Quillian, 1995). The trust in the people may remain 

low in heterogeneous societies because it is easy to develop the mutual relations 

and confidence among the people belonging to similar racial and ethnic groups 

(Alesina and Ferrara, 2002; Delhey and Newton, 2005; Messick and Kramer, 

2001; Miller, 1995; Putnam, 2007). On the other hand, there is a body of 

literature, which suggests that it’s not diversity instead, socioeconomic 

inclusion/exclusion is more essential for social cohesion. Social cohesion relies 

more on contextual variables as compared to diversity (Breton et al., 2004). For 

instance, education and income level may have more influence on social 

relations (Tolsma et al., 2009). Furthermore, diversity may even promote social 

cohesion because people residing in a diversified environment usually learn to 

live together in harmony, with good attitudes based upon confidence in each 

other (Oliver and Wong, 2003). Globalization may have a positive or negative 

impact on social cohesion; however, the existing literature considers 

globalization a threat to social cohesion due to the reason that globalization is 

considered to create socio-economic deprivation. The course of globalization 

itself and its connected economic vicissitudes are supposed to emasculate social 

cohesion (Asghar et al., 2015; Tiberghien, 2006; Chiesi, 2004; Hulse and Stone, 

2007; Jenson, 2010; Mitchell, 2000; Touraine and Macey, 2000; Zulfiqar et al., 

2018). So, as per existing literature, social cohesion is mainly determined by 

diversity and socio-economic deprivation whereas it is paramount to control the 

negative externalities of globalization. An important factor which can control 

and even overcome the negative outcomes of diversity and socio-economic 

deprivation is the availability of strong quality institutions.  

 

Institutions are humanly formed formal and informal rules that are used 

in political, economic, and social interactions (North, 1991). So, the institutional 

environment is comprised of a set of indicators which can holistically capture 

its true spirit. Therefore, for its measurement in numeric, it is vigorous to use 

some sort of indexation. By doing so, it is possible to capture its socio-

economico-political dimensions including legal perspective. The beauty of 

institutional environment index should be to avoid reptations and overlapping 

among candidate indicators. Most often, the institutional environment of a 

country is combined in three ways: the degree of formality, degree of 

embeddedness, and subject category. The simplest classification is based upon 

the degree of formality, i.e. formal and informal institutions. Formal institutions 

are the explicitly written rules, regulations and laws, whereas this is not the 

situation in case of informal institutions, which are norms, values, trust, etc. The 

classification of institutions based upon degree of embeddedness is generally 

based on four level of embeddedness: level one is the informal institutions; level 
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two formal institutions; level three, institutions of governance; level four 

institutions that represent the rules that govern resource allocation and 

employment. Interestingly, all of these levels are also embedded with one 

another whereas the changes take place at a slower pace at lower levels. It thus 

propagates that higher level of embeddedness is primarily required for strong 

institutions and resultantly for social cohesion (Kunčič, 2014). However, it is 

more reasonable, from theoretical and empirical point of view, to categorize or 

define the institutional environment through framing subject categories, having 

said that an inbuilt mechanism for embeddedness is available in it. 

 

Under subject category classification system, institutions can be classified 

in legal, political, economic institutions. Besides the suitable theoretical 

classification, for empirical analysis, the possibility of conceptualization of 

chosen theoretical constructs is more important. For this purpose, subject 

category classification is a better option to focus on (Joskow, 2008). List of 

indicators for this classification and database is developed by (Kunčič, 2014). 

Furthermore, this classification is based upon New Institutional Economics 

theory, so it provides a link between theoretical constructs and their empirical 

counterparts. 

 

There are some other well-known efforts to capture the institutional 

environment of economies. First, institution is defined as a separate pillar 

comprising twenty-one indicators in the Global Competitiveness Report. 

However, the focus of the report and the index is competitiveness and not the 

institutions (Schwab and Sala-i-Martin, 2011). Second, Quality of Government 

project also provide risk perspective on institutions at country level (Teorell et 

al., 2011). However, it is primarily a weaker measure of institutional quality 

because of differences in theoretical basis as compared to dataset developed by 

(Kunčič, 2014). Third, CESifo institutional climate index is limited to OECD 

countries only and also criticized due to its weighting scheme which is 

dependent on GDP. Kunčič (2014) starts from the theoretical foundations of 

institutions and do not weight institutional proxies by GDP, but rather formalize 

how New Institutional Economics theory can be operationalized to capture the 

bulk of what is known as institutional environment. So, it may be better suited 

to use measure of institutional quality developed by (Kunčič, 2014). Therefore, 

the focus of the current study is on institutions of three types: political, economic 

and legal.  

 

Political institutions are the most important as political institutions 

contain the form of government and level of restraints on politicians and 

political leaders. The political institutions of a country play a vital role, it is 

determined by the political institutions, how government is elected and which 

part of the government has to do what. They decide who has the power in the 
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country and up to what extent that power may be used. They form the balance 

of power and define what is feasible politically. They regulate the constraints on 

and the enticements of the key actors (Acemoglu and Robinson, 2012). Political 

institutions are responsible for making laws, rules, and regulations for the 

protection of life, respect, property, and enforcement of contracts. If political 

institutions make such laws, rules and regulations under which people belonging 

to different ethno-linguistic groups feel protected, self-respect of each member 

of different ethno-linguistic group is ensured, property rights are guaranteed and 

enforcement of contracts is ensured irrespective of ethno-linguistic affiliation of 

the individuals. So, such society may be a more cohesive and better place to live 

in. 

 

Economic institutions are also important because they play their role in 

determining the investment decisions in human capital, physical capital, 

production process and efficient allocation of resources. Economic institutions 

decide economic incentives: the enticements to become educated, to save and 

invest, to innovate and adopt new technologies, and so on. Allow and encourage 

participation by the public in economic activities that make the best use of their 

talents and skills and that empower individuals to make the choices they desire. 

For better functioning, an economy also needs other public services like roads 

and a transport network in order to transport the goods; a public infrastructure 

so that economic activity can fanfare.  

 

If better decisions are made for investment in human and physical capital 

and neither of the ethno-linguistic group is excluded, it will lead to inclusive 

environment and mitigate the negative effects of fractionalization/polarization. 

Efficient economic institutions will lead to efficient allocation of resources and 

consequently efficient production process. Overall standard of living may 

increase as a result of efficient working of economic institutions. Increase in 

standard of living may provide opportunities for interaction among various 

ethno-linguistic groups via membership of various associations/societies etc. 

Secondly as a result of efficient working of economic institutions more 

economic activities will take place that provide the opportunity for more 

interaction among various heterogeneous groups, thereby enhancing the level of 

social cohesion.  

 

Legal institutions are responsible for the enforcement of laws, rules, and 

regulations set by political institutions for the protection of life, respect, 

property, prevent theft and fraud and enforcement of contracts. If the legal 

system functions properly, people will feel protected in terms of life, self-

respect, and property. The contracts signed between owner and manager, 

employer and employee, borrower and lender belonging to various ethno-

linguistic groups will be enforceable. Contracts will be enforceable irrespective 
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of the ethnolinguistic affiliations of the concerned individuals due to the fact 

that authority exists with power and impartiality to make them enforceable. An 

owner and manager belonging to different ethno-linguistic groups can write a 

contract because they believe that the state, its agents and the courts, would be 

impartial in enforcing the contract. So, there will be less probability of conflicts 

which may lead to cohesive society. In contrast, if this is not the case, there may 

be more conflicts in day-to-day life which can result in unrest in the society and 

it may lead to low level of social cohesion. 

 

If the institutions are not strong, they can result in poor policy 

formulation, less efficient allocation, poor public service delivery, and weak law 

enforcement. These factors, in turn, increase the sufferings of the people in a 

society and may create socioeconomic deprivation, which may lead to low level 

of social cohesion in a society. Similarly, if institutions are discriminatory in 

nature that may result in unrest in the society, particularly in case of 

discrimination against or for any ethnic, linguistic or religious group. It may 

create ethnic, religious and linguistic problems and may provoke civil conflict. 

For example, in Cote d‟Ivoire southerners picked to alter the constitution to 

eliminate northerners‟ right to identity cards (eliminating their ability to vote 

and work), which caused civil war. In Rwanda, the 1994 genocide of the Tutsi 

was in part aided by the former state-driven discrimination and organized 

oppression which formed a discordant society (Colletta and Cullen, 2000). 

Furthermore, lack of ability of institutions in converting human capital into 

social capital is also responsible for domestic unrest which eventually may turn 

into national conflict. It has been observed that countries governed by effective 

public institutions have been enjoying higher economic growth and in turn 

known as more cohesive societies (Easterly et al., 2006). The willingness of 

workers to work and involve in business with other religions and ethnic groups 

is based on the civic ties provided by the formal institutions of the country. 

 

If institutions are strong, they can help to promote social cohesion by 

ensuring an inclusive environment to overcome various socio-economic 

deprivations. Inclusive institutions level the playing field and provide all citizens 

with opportunities to participate in and shape public policy (Acemoglu and 

Robinson, 2012). Effective institutions enable people to work together 

effectively and peacefully. Fair institutions ensure that all people have equal 

rights and a chance to improve their lives, and access to justice. So, well-

functioning institutions can help to nurture social cohesion in society by 

designing inclusive public policies.  

 

Institutions with better quality can also manage diversity 

(fractionalization and polarization) and can help to reap the benefits of 

globalization. The states where institutions are much stronger, they have the 
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ability to channelize globalization for their own advantage through different 

initiatives, such as by improving the efficiency of domestic policies, 

modernizing the social security system, preparing well educated and well-

trained workforce, reforming the health care system, providing safety nets to the 

loser of globalization, etc. If there are no effective social policies for health, 

education and social security, there are more chances that benefits of 

globalization are not fairly distributed. Strong policies are needed to protect the 

sick, to fight for the social exclusion of minority groups, to protect the other 

vulnerable segments of the economy and aging issues in order to have great level 

of social cohesion. All this can be done with institutions of high quality.  

 

 

1.2 NOVELTY OF THE STUDY 

 

This study has developed background to conceptualize the possible 

determinants of social cohesion with special focus on the role of institutional 

quality to meet the higher level of social cohesion. The analysis developed 

arguments on the basis of available evidence, specifically the theoretical and 

empirical literature. However, it is interesting to note that the literature is 

deficient in providing a complete cauterization of the subject matter by 

exploring all possible dimensions of institutions and wherein the role of 

polarization is seriously missing. This study therefore aims to deal with the 

subject matter in a way that can be optimally utilized for public policy 

formulation. It has serious implications to devise policies. For instance, it is 

significant to explore the role of fractionalization in comparison with 

polarization. Polarization can have serious consequences for social cohesion 

which is not explored. Furthermore, polarization should be taken as a serious 

threat as compared to fractionalization because polarization reflects large 

segments of society and it is hard to deal with the large groups. Likewise, 

detailed understanding on co-existence of institutional quality with 

fractionalization (ethnic, religious and ethnic), polarization (ethnic and 

religious), income inequality and globalization remained unexplored in the 

literature. Thus, the role of institutions in providing solutions for achieving the 

desired level of social cohesion is explored in this study. Above all, meagre 

literature is available which only capture the role of institutions for other 

macroeconomic variables except social cohesion. But the measure which 

capture all the dimensions of institutional quality, that is political, legal and 

economic, are not used in the literature to investigate their impact on social 

cohesion. This perspective is distinguished in this study which is well argued 

and articulated to develop the theoretical framework and the empirical model. 

By doing so, this study provides a sustainable solution to achieve development 

agenda and other public policy objectives. 
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In short, this study is novel in three dimensions at least. First, institutional 

quality is rigorously argued and included in the model of social cohesion. 

Second, the impact of polarization (ethnic and religious) is being explored for 

the first time thus add value in the existing literature. Third,  

co-existence of institutional quality, with those factors which influence social 

cohesion negatively, is explored rigorously for solution orientation of the public 

policy makers to meet the objective of social cohesion.  

 

 

1.3 RESEARCH GAP 

 

The existing literature related to social cohesion focuses on the diversity 

and socio-economic deprivation (poverty, inequality, social inclusion / 

exclusion). However, as a measure of diversity, fractionalization (ethnic, 

linguistic and religious) has been used frequently. Polarization is another 

important measure of diversity, which is not reflected through fractionalization. 

The measures of fractionalization and of polarization differ on two major counts. 

In the first place, while larger number of groups increases fractionalization it 

decreases polarization with a maximum level of polarization for two equally 

sized groups. Secondly, most measures of polarization consider intergroup 

distances to be crucial, while fractionalization measures do not include this 

information. Guatemala is a good example of this situation. The ethnic 

composition of the population is 55 percent Ladino (Mestizo), 42 percent Maya 

(Amerindian), and 3 percent other small groups. This implies a very high degree 

of polarization (0.96) and a low level of fractionalization (0.52). As polarization 

and fractionalization try to capture different aspects of the distribution of the 

population over a set of characteristics, we should expect them to influence the 

risk and magnitude of violent conflict differently. It is evident from the literature 

that from 1960 to 1995 nine out of ten most ethnically polarized countries have 

civil war, while in case of most ethnically fractionalized countries only four out 

of ten suffered a civil war (Montalvo at el., 2002).  

 

The list of ten ethnically polarized and ethnically fractionalized countries 

is given as  
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Ethnic Polarization Ethnic Fractionalization 

Eritrea Tanzania 

Guatemala Uganda 

Niger India 

Nigeria Ivory Coast 

Sierra Leon Benin 

Bosnia Mali 

Liberia Philippine 

Jordan Gabon 

Kenya Guinea-Bissau 

Mozambique Cameroon 

 
More recently, Carothers and Donohue, (2020) studied the possible 

consequences of polarization in six Asian countries: India, Indonesia, Malaysia, 
Philippines, Sri Lanka, and Thailand. They concluded that Polarization 
culminated in democratic breakdowns in Thailand and a twenty-six-year civil 
war in Sri Lanka. In other countries, such as India, Indonesia, and Malaysia, the 
warning signs are disquieting. In India, the Hindu right’s stunning success in the 
2014 and 2019 elections has intensified polarization over the role of Hindu 
nationalism in sociopolitical life. In Indonesia, fierce competition between 
Islamist and more pluralist forces since 2014 has sharply divided the country. In 
Thailand, polarization over the legitimacy of monarchical rule and existing 
social hierarchies erupted after 2001, leading to years of clashing street protests 
and two military coups. 
 

So, polarization may be more dangerous for social cohesion as compared 
to fractionalization, particularly when size of the polarized groups is very large 
and close to each other. Polarization as a detrimental factor for social cohesion 
has not been given due consideration in existing literature. Current study will 
take into account this factor. Most importantly, institutional environment of a 
country may be very important to keep the society united and a peaceful place 
to live in. However, the existing literature is very limited regarding this 
phenomenon. So current study is an effort to fill this gap. The institutional 
environment of a country can be combined in various ways. However, for 
empirical analysis, the possibility of conceptualization of chosen theoretical 
constructs is more important. For this purpose, subject category classification 
may be better to concentrate on (Joskow, 2008). Under this classification 
system, institutions can be classified in political, legal, economic institutions. 
So current study will investigate the impact of political, legal, economic 
institutions on social cohesion, which has been hardly done before. Lastly, to 
represent the overall institutional environment of the country and its impact on 
social cohesion, the political, legal, economic institutions will be combined into 
an index. So, this study will be an addition in the existing literature. 
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1.4 OBJECTIVES OF THE STUDY 

 
Keeping in view the discussion in the previous sections we have 

developed the objectives of the study. The basic aim of the study is to analyze 
the role of institutional quality in improving social cohesion in worldwide 
perspective. Whereas the role of fractionalization in comparison with 
polarization is also explored as secondary objectives. Specifically, the 
objectives are defined as follows:  

1) To explore the impact of overall institutional quality on social 
cohesion. 

2) To investigate the impact of the quality of legal, political and 
economic institutions on social cohesion at segregated level. 

3) To compare the role of fractionalization and polarization in 
impacting social cohesion. 

4) To investigate the impact of co-existence of institutional quality 
with fractionalization, polarization, inequality and globalization on 
social cohesion.  

 
 
1.5 RESEARCH QUESTIONS 

1) What is the impact of overall institutional quality on social 
cohesion? 

2) What is the influence of the quality of legal, political and economic 
institutions (at segregated level) on social cohesion? 

3) Whether polarization (religious and ethnic) is more problematic as 
compare to fractionalization for social cohesion or otherwise?  

4) Up to what extent, the institutional quality mitigates the impact of 
fractionalization, polarization, inequality and globalization for 
improving social cohesion?  

 
 
1.6 HYPOTHESES OF THE STUDY 

H01: Overall institutional quality has no influence on social cohesion. 

H02: Quality of legal, political and economic institutions (separately) 
has no influence on social cohesion. 

H03: Both polarization and fractionalization have similar influence on 
social cohesion. 
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H04: The institutional quality does not mitigate the negative impact of 
fractionalization, polarization, inequality and globalization on 
social cohesion. 

 
In order to meet the objectives of the study, various statistical tools can 

be applied. This study will use descriptive statistics, correlation analysis and 
regression analysis. The study is being done in worldwide perspective by using 
five-year average panel data for the years 1990, 1995, 2000, 2005 and 2010. As 
the data is only for five years so there may not be issue of unit root and fixed or 
random effect model may be used for estimation. This study will use fixed effect 
model due to the reason that the panel of countries is not homogeneous and there 
is lot of heterogeneity in cross sections. The basic advantage of the fixed effect 
model is that it estimates the within effects, so there is no such issue of 
heterogeneity. 
 

The rest of the thesis is organized as follows, after introduction in the first 
chapter, chapter two gives the overview of existing literature, in chapter three 
theoretical framework has been discussed, model specification and variable 
description has been given in chapter four, chapter five provides the empirical 
analysis, lastly chapter six concludes the study with policy suggestions. 
 
 
1.7 SUMMARY 

 
In this chapter, we have seen that social cohesion is very much linked 

with economics and it is both end and means to achieve economic growth. It is 
defined variously by the different researcher, generally it is known as a glue that 
keeps the society united. Various types of institutions (legal, political and 
economic) can have an effect on social cohesion via different channels. If 
institutional quality of these types of institutions is better than it can enhance 
social cohesion through protection of life, respect, property, and enforcement of 
contracts, management of diversity and conflict, inclusive public policies, 
prevent theft and fraud. If the institutional quality is not better, they can result 
in, poor policy formulation, less efficient allocation, poor public service 
delivery, and weak law enforcement. These factors, in turn, increase the 
sufferings of the people in a society and may create socioeconomic deprivation, 
which may lead to the low level of social cohesion in a society. 
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CHAPTER 2:  
 

HISTORY IN PERSPECTIVE 
 

 

This chapter provides the review of relevant literature. The majority of 

literature is related to diversity (ethnic, linguistic and religious 

fractionalization). The literature related to diversity is inconclusive. Majority of 

literature related to diversity considers diversity as threat to social cohesion, 

while some literature takes it as asset for social cohesion. Some literature 

considers diversity, a threat to social cohesion only in the short run. Some 

literature considers that diversity is neither threat nor asset for social cohesion. 

After diversity, the second strand of literature, which is less explored, considers 

socio-economic deprivations more important than diversity in determining 

social cohesion. Some literature takes socio-economic deprivations and 

diversity together and considers that diversity is harmful in the presence of 

socio-economic deprivations. Besides diversity and socio-economic 

deprivations there is some literature which highlights the role of some other 

factors like education, globalization, sports, and politics, in shaping the social 

cohesion. The brief overview of some relevant literature is given as:  

 

Social cohesion may be considered deeply rooted in history, culture and 

social norms. The literature emphasizes on the common norms and values which 

bind persons within a society and on the quality of the communal associations 

between those people. There is more probability that people will interact, 

collaborate and have faith in those persons who have similar characteristics like 

culture, history and language (McPherson et al., 2001). Huntington (2004) 

concluded that culture largely influenced by religion is the cause of conflict of 

civilizations. Hirschi (1969) explains that social values put informal bindings 

among people which redistrict any deviation in a society. The level of trust 

among people belonging to different cultures and ethnic groups is low (Sampson 

at el., 1997) and hence there is a higher probability of conflict among people 

belong to different groups (Quillian, 1995). Putnam (2007) concluded that 

ethnic diversity put people in isolation and ethnically diverse neighbor are more 

likely to be: less sociable, may have less friends, having less inclination for 

communal life, and less mutual help and cooperation. In England (Letki, 2004) 

investigated the influence of diversity and socio-economic status of neighboring 

on social cohesion. This research constructed multiple indices of deprivation by 

using residency survey for 2001 in order to measure economic status of 

neighboring. The outcomes of this research showed adverse association among 

diversity and social capital. Diversity and social cohesion are found to be 

negatively associated (Alesina and Ferrara, 2000, 2002; Costa and Kahn, 2003). 
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Religious associations are also considered significant for social relations. Park 

(2012) studies the impact of religious affiliations and contribution for 

multicultural friendship and found that being Protestant or Jew has damaging 

relation to multicultural friendship. Laurence and Bentley (2015) found 

association among ethnic diversity and social cohesion in English culture. This 

study found positive and negative effects together among diversity and social 

cohesion which depends on relative diversity. Empirical outcomes of this 

research brought negative association among growing diversity and social 

cohesion. Additionally, this research also hypothesizes that bridging bonds in 

varied atmosphere may also play noteworthy and direct role to decrease the 

adverse influence among diversity and social cohesion. Reitz at el. (2009) 

recommended that although the religious associations have effect on the societal 

integration in the identical way as the ethnic association does, but it has 

comparatively less influence than the ethnic status of immigrant status. 

 

Phan (2008) find that in case of Canada, racial diversity has no significant 

relation with social cohesion indicated by social trust. Bjørnskov (2007) did not 

find any confirmation of significant association between ethnic heterogeneity 

and trust levels. Tolsma et al. (2009) examined association among ethnic 

diversity, financial deprivations and numerous dimensions of social cohesion in 

Netherland. The outcomes of this research work showed negative but not robust 

association among ethnic heterogeneity and numerous dimensions of social 

cohesion. Further the association amid financial deprivations and social 

cohesion looks like negative and robust. Schaeffer (2013) debated that there 

exists no clear proof that diversity for social cohesion is cooperative or not. So, 

any suggestions for reassuring and curtailing diversity must be treated with big 

care. Phan (2008) in his study states there is no noteworthy association among 

social cohesion and ethnic diversity measured by societal trust when 

physiognomies of neighborhood are accounted for. Vervoort (2011) also 

highlighted that it is not ethnic diversity rather it is ethnic concentration that may 

influence social cohesion. Ethnic concentration may create strong intra-group 

relations and may weaken inter-group relations which results in solidification of 

bonding social capital, dwindling bridging social capital and hence reduce 

overall social cohesion. 

 

In contrast some studies argue that individual and contextual factors and 

social relations among neighbors may offset the harmful influence of diversity 

(Stolle et al., 2008). Oliver and Wong (2003) explained that individuals living 

in diverse environment may be more tolerant and may have more trust and 

positive behavior to other. Zimdars and Tampubolon (2012) found that diversity 

has positive impact on trust.  
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Fieldhouse and Cutts (2010) established that diversity has an adverse 

effect on social capital in case of Britain but this result is dependable on other 

background variables like ethnic background and poverty. Sen (2008) stated that 

cultural factors besides social disparity and deprivation are significantly related 

to conflicts in the society. Author explained that neither cultural approach nor 

political economy approach is sufficient to explain conflicts in a society, 

combination of these two approaches may be needed to explain this 

phenomenon. Thus, there appears no consensus between scholars about factors 

which are accountable for determining the social cohesion in the society. A 

vague image arises because of inconclusive outcomes. On one side social 

cohesion is thought to be intensely entrenched in history, values and social 

norms of the society. Ethnic factors and social diversity are observed as 

significant factors of social cohesion. On other side literature takes into 

consideration social and financial circumstances and material deficiency to be 

more significant factors for societal corporation, solidarity and public 

participation. Gijsberts et al. (2011) recommended that partial support for thesis 

of diversity is found in case of Netherlands where diversity had adverse 

influences on degree of interaction in the neighborhood. Though, other 

dimensions of social cohesion like trust and joint assistance are not related with 

ethnic diversity. The study debated that low level of social cohesion can be 

related with social and financial drawbacks. Social cohesion could be low in 

ethnically diverse neighborhoods due to more persons who are living in these 

neighborhoods belong to financially underprivileged groups of society. Kesler 

and Bloemraad, (2010) stated nonexistence of methodical and healthy accepted 

association among diversity and variables linked to public norms. Immigration-

related diversity can have adverse outcome on social trust, administrative 

membership and political rendezvous. Though, these outcomes are not reliable 

cross regions. These adverse influences of diversity are dependent upon 

institutional and policy framework. In the existence of healthy functioning 

institution which ensue that ethnic minorities are well billeted and in the 

civilizations which are frugally more equal, the adverse influences of 

immigration-related diversity are disappeared and even upturned. Putnam 

debated that, in spite of adverse effects of racial diversity in the short time 

period, diversity may be helpful in enhancing the social cohesion in the long run 

if we learn how to handle the diversity  

 

Alesina and Ferrara (2002) debated that there exists a trade-off among the 

costs and benefits of diversity and that the costs of diversity are more common 

as compared to benefits of the diversity. For example, the recent findings of the 

research on the social behavior of the groups shows that the existence of social 

groups strengthens “us them” behavior which leads to overall negative impact. 

Heap et al. (2009). There is obviously some experiential support for the 

assumption that the costs of diversity are sturdier, or at least more salient in the 
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short and intermediate term, as compared to benefits. Another measure of 

diversity is polarization which is considered to be greater threat to social 

cohesion as compared to ethno-linguistic fractionalization. A theoretical work 

by Esteban and Ray (1999) shows that the level of conflict increases with the 

level of polarization and it may outperform the ethno-linguistic fractionalization 

in determining the conflict.  

 

There are number of studies which conclude that socioeconomic variables 

are more important than diversity. Staveren and Pervaiz (2017) investigated the 

impact of ethnic fractionalization and social exclusion on social cohesion and 

suggested that it is social exclusion which is the threat to social cohesion rather 

than diversity. Green et al. (2006) highlighted the effect of inequality in 

education in shaping the social cohesion. Inequity may lead to societal conflict 

(Alesina and Perotti, 1996; Perotti, 1996). Staveren et al. (2013) suggested that 

social inequality may be more essential element than diversity in shaping 

cohesiveness of a society. Withers and O’Brien (2006) argued that inequality 

among groups lead to dis-integration of society, poor social capital and low level 

of social cohesion and also inequality could be source of conflict. This study 

tells us about lifelong inequalities and the feeble part of government which may 

cause ferocity.  

 

Gesthuizen et al. (2009) concluded that economic disparity and 

democratic forms in European societies are more significant factor in clarifying 

diverse stages of social cohesion in Europe. Hence beyond cultural or ethnic 

diversity, the impact of socio-economic deprivations can significantly determine 

the level of social cohesion in society as Letki (2008) described that the impact 

of poverty is significant as compared to diversity in creating a cohesive society. 

He gave opinion that poverty can harm the solidarity of society but 

responsibility is put on diversity. The findings of this study indicated that 

societal and economics inequalities are more injurious than ethnic 

heterogeneity, for solidarity and social cohesion of the society. So additional 

emphasis must be on the reduction of deprivation despite making of inter civic 

relationships.  

 

Though, critics highlighted that it is not only diversity that leads to 

negative impact but it is inequality combined with diversity which leads to 

negative impact on social cohesion. Field, and Schuller, 2000; Casey and Owen, 

2014; Dolfsma and Dannreuther, 2003; Fine 2001; Harriss 2001). Henceforth, 

they debated that the investigation must address inequality amongst groups. But 

the experiential outcomes normally remain adverse when controlled for income 

disparity: ethnic fractionalization and polarization retain their statistically 

significant adverse influences on growth even when the estimates are controlled 

for income inequality generally measured by Gini coefficient.  



 

30 

 

 

Anderson and Paskeviciute (2006) conducted research for forty-four 

countries and found that there were different types of effects of diversity on 

different indicators relating to social behavior. Interpersonal trust is adversely 

linked with nation’s level of linguistic and ethnic diversity. Thus, while ethnic 

diversity reduces trust in recognized democracies, the basis of reduction in trust 

in less democratic civilizations is linguistic diversity. Curiosity in politics and 

of membership of voluntary associations are high in linguistically diverse 

civilizations. The relationship among trust and ethnic and language 

heterogeneity is adverse in more democratic civilizations. While interest of 

people in politics is negatively linked with linguistic diversity. Leigh (2006) 

found a robust opposite association among ethno-linguistic fractionalization and 

local trust for both natives and settlers. Though, no indication of opposite 

association among diversity and global trust for citizens is establish. The 

association grasps just for expatriates. Also, the study found no indication 

regarding adverse association amid disparity and trust. Fukuyama (1995) 

claimed regarding trust in civilization collected via customs, ethics and public 

participation can be observed like durable forecaster of cohesiveness of 

civilization. Though, trust is one of many ingredients of social cohesion so it 

cannot be considered like only forecaster of cohesiveness of civilization 

(Hooghe, 2007).  

 

Besides fractionalization and social exclusion there is some theoretical 

and assumption-based work about the influence of globalization on social 

cohesion. The course of globalization itself and its related economic vagaries 

are expected to weaken social cohesion (Chan-Tiberghien, 2006; Chiesi, 2004; 

Hulse and Stone, 2007; Jenson, 2010; Mitchell, 2000; Touraine and Macey, 

2000). The most important economic changes associated with globalization are: 

inequality and poverty, globalization enhances inequalities (Chossudovsky, 

2016; Lindert and Williamson, 2003; Meschi and Vivarelli, 2009; Pavcnik, 

2011). Globalization enhances both poverty and inequality (Kang-Kook, 2014). 

Globalization may lead to immigration related diversity which is the major 

element in explaining the social cohesion. The empirical studies on the relation 

between globalization and social cohesion are from (Asghar et al., 2015; 

Zulfiqar et al., 2018), which suggested that globalization is a menace to social 

cohesion. (Michalski et al., 1997) highlighted the prospective glitches that 

various societies may have to face in relation to globalization. There might be 

different outcomes ranging from no change to a whole list of fundamental 

changes. The problems of the deprived American could deepen, unemployment 

in Europe may rise, Japan may find its enduring employment under rising 

pressure. While countries with high growth rates may generate auspicious 

atmosphere on the social front through gains from technological modernization, 

slackened markets, and improved economic situations. Michalski et al. (1997) 
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highlighted the prospective glitches that various societies may have to face in 

relation to globalization. There might be different outcomes ranging from no 

change to a whole list of fundamental changes. The problems of the poorest 

American could deepen, unemployment in Europe may rise, Japan may find its 

lifelong employment and the seniority principle under rising pressure. While 

countries with high growth rates may generate auspicious atmosphere on the 

social front through gains from technological modernization, slackened markets, 

and improved economic situations. Snower (1997) mentioned that how it might 

become hard to achieve higher economic performance and social cohesion 

simultaneously in next few years due to challenges imposed by globalization 

after the removal of trade obstacles and huge foreign direct investment influx. 

One important outcome is that developed states are getting high comparative 

benefit in the manufacturing of skillful labor-intensive products leading to a rise 

in demand for skilled labor force has in Europe and United States. This is leading 

to a persistent rise in wage inequalities in USA and rise in unemployment level 

of unskilled workers in Europe. These rising wage inequalities and escalating 

unemployment levels are increasing income inequalities and hence damaging 

social cohesion. Caleiro (2018) recommended that provided the vital role of 

education in attaining social cohesion, social inclusion and social mobility, 

higher education institutions are player whose effort is relevant for the upshot 

of social cohesion strategies. The betterment of social cohesion strategies must 

be related with direct contribution by higher education institutions. The 

contribution of higher education institutions to the result of social cohesion 

strategies results from the mixture of their inner effects (for example on the 

persons who establish them), with their exterior impact, (i.e., on surrounding 

terrain). It is assumed that the external impacts of HEIs would be extra positive 

if HEIs are internally cohesive. This assumption results from the hypothesis that 

the internal effects, are endogenous by nature, exert a direct association with 

external effects, which are exogenous by nature. Walters and Zeller (2018) 

showed how the nationality laws in Australia had been used by administration 

to not only retain and reinforce nationwide identity but to contribute to 

nationwide identity so as there is bigger social coherence. Nationwide identity 

combined with nationality rule, made a noteworthy influence to social cohesion 

and agreement in diverse Australia. Nationwide identity is the tie among the 

resident and the nation. To unite people into defined terrain is a significant part 

of nationwide identity like political community, history, territory, patria, 

language, citizenship, common values and traditions. Walters and Zeller (2018) 

recommended Community-driven development (CDD) project led a logic of 

unity, collaboration and to an insight of enhancements in local governance and 

educational services. Further, programme had at finest a feeble result on deep-

trenched acuities, arrogances and trust for closely connected social groups and 

native organizations. We postulate that these outcomes got in part due to the 

period of the CDD interferences was slightly small and the micro-projects were 
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only comprehended in less than a half of townships in dealing sub-districts. It 

stands to cause that superior and lengthier CDD schemes would have had 

superior influences on social cohesion as we1ell. Valli et al.(2019) investigated 

the impact of various transfers comprising of: cash, food and food coupons to 

the refugees of Colombia and Ecuadoria on social cohesion. The investigation 

was done through randomized control design on the basis of world food 

program. It was found that this program enhances the various dimensions of 

social cohesion like interpersonal trust and connectedness, attitudes accepting 

diversity, lack of discrimination and social participation. (King et al., 2010) 

emphasized the role of society driven development and syllabus interferences in 

enhancing social cohesion for Sub-Saharan Africa. State-sponsored teaching 

which has aim of promoting values of lenience and deference for human 

difference may be helpful to attain and maintain social cohesion (Silova et al., 

2007). Hasan (2013) discussed and evaluated the policies adopted by Singapore 

in handling diversity and preserving social cohesion. The study particularly 

highlighted the role of targeted prosperity programs to assist the low-income 

segment, constriction of migration guidelines and elevation of communal and 

cultural actions to enhance the mixing of immigrants in this regard. Hung (2014) 

advocated that authoritarian rule in Malaysia for decades has eroded the 

institutional foundation of the country. The study suggested various policy 

options to strengthen social cohesion including improving public confidence in 

state institutions; reformation of the schooling system; ensuring a more inclusive 

nationhood, and empowering non-Malay\Muslim indigenous public. Jiwei 

(2014) discussed various options to enhance inclusiveness and equalized access 

in PRC including fiscal transfers to local governments, improving budget 

making and management system, and reforming fragmented social programs. 

Dhéret (2014) analyzed the impact of economic depression in Europe on social 

cohesion. The author suggested that in order to avoid the crisis there is need of 

such policies which can eliminate the divides among the society. It is argued 

that economic growth and welfare policies of the state have greater association 

with social cohesion. Hemerijck (2014) analyzed the impact of social 

investments on cohesiveness of the societies and highlighted resource constraint 

faced by countries in this regard. Graziano and IUSS (2014) discussed that how 

being a member of European Union has affected social cohesion, employment 

situation and economic performance of Italy and suggests that the initial policies 

adopted by the new Rienzi government led to more “inclusive” direction, 

although with limitations. Braun (2014) pointed out that civil participation can 

play a vital role in building up social capital keeping in view the government 

resource constraints. The change in notion of government responsibility and 

related changes in split of responsibilities in the “welfare mix” between 

Government, market, third sector and private households can have a significant 

impact on social cohesion. Engh and Potgieter (2015) recommended that sport 

had been reliably celebrated as a boulevard for nurturing social change, remedial 
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numerous social ills, and bonding South Africans across the divisions of race, 

class, sex and geography. Using sport to stand-in social cohesion in South Africa 

rests on two key hypotheses initially, direct involvement in sports and physical 

activities elevates teamwork and knowing about social divisions and 

additionally, victory of state teams and sportspersons elevates state pride or 

unity. They debated that rise of women’s sports involvement or the elevation of 

women sportspersons may contribute to facilitating social cohesion. Speckman 

(2015) made a case for the character of student headship in social cohesion and 

concluded that student leadership is good for social cohesion. Effron et al. 

(2018) found that “when somebody shows preconception in contradiction with 

outgroup, how adversely do we take decision regarding the biased individual” 

find that entitativity enhances how liable the group appears for its bias member's, 

which in turn diminishes how unacceptable viewers find member's conduct and 

how far they condemn her, but which rises too how far they condemn the group. 

So, entitativity may grant persons a certificate for expressing biasness but may 

harm their group's interest. Muthoni et al.(2018) searched the insight of Kenyans 

about the concept of social cohesion. In different parts of Kenya, the focused 

group discussions (FGDs) displayed that joblessness is a main reason of socio-

eco concern. The deliberations pointed out that unemployed youth with different 

levels of schooling who are incapable of finding work involves in criminal 

activities. 

 

Easterly et al. (2006) uphold that state leaders shaped social cohesion and 

it is dependent upon historic perspective to some amount. Politicians can use 

divisions in a society for their own benefit where civilizations are disjointed to 

different ethnic, language, religious diversities. On the optimistic side 

politicians can think of constructing durable institutions, manage diversity and 

getting rid of strategy of divide and law. These civilizations where well-

established institutions are found, there exist no adverse influences of diversity. 

Naveed and wang, (2020) examines the relationship between attitudes toward 

migrants and social integration. They found a significant positive relationship 

between inclusive and good attitude toward migrants and social integration. Tag 

et al. (2016) stated that there has been an increasing focus on the institutional 

environment in a country as an explanatory variable in studies of economic 

behavior at individual, firm and country level. They suggested that higher levels 

of foreign direct investment flow into countries with institutions that ensure 

economic freedom for investors. Aktas et al, (2015) examines how the strength 

of social norms or tightness looseness influences perceptions of effective 

leadership. They found that cultural tightness is positively related to the 

endorsement of autonomous leadership. Kausar (2011) identified the social and 

economic push and pull factors for migration to the UK by Bulgarian and 

Romanian nationals. The immigration leads to diversity by the immigration of 

people having different ethnic, linguistic and religious backgrounds. Delhey et 
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al., (2018) aimed to find whether the correlates of social cohesion are universal 

or particularistic. They analyzed 34 Western and 22 Asian societies, they 

explored the associations of economic, social, political, and cultural conditions 

with cohesion, as well as the associations between cohesion and population 

well-being. The results suggest that while some correlates (such as economic 

prosperity) can indeed be considered universal, others (e.g., income inequality, 

political freedom) work differently in Western and Asian societies. The authors 

link these findings to sociological and cross-cultural psychological theories on 

Asian modernization and Asian values. Sommer, Christoph (2019) studied the 

relationship between Social cohesion and economic development. They claimed 

that there is positive relation between social cohesion and economic growth. 

Furthermore, they stated that Evidence of a relation running from growth to 

social cohesion exists but is still very scarce and limited to correlation analysis 

so that neither direction nor causality can be exclusively claimed. One potential 

mechanism through which growth might influence social cohesion is inclusive, 

pro-poor-oriented improvements in development outcomes, namely 

employment creation, education and decreased inequality in income and 

resource distribution. More research is needed, however, to fully understand 

whether there is a feedback loop from growth to social cohesion or whether the 

relationship primarily runs the other way round. 

 

Various econometric techniques can be applied for econometric analysis. 

As the majority of studies related to social cohesion are based upon cross 

sectional and panel analysis the most widely econometric techniques used have 

been fixed effect and random effect model for example see (Asghar et al., 2015; 

Nadeem et al., 2016; Staveren and Pervaiz, 2017; Zulfiqar et al., 2018). Khan et 

et al., (2018) compared the 10 cointegration tests based on residuals of 

cointegrating equation and suggested that Phillips and Ouliaris’ Pu and Choi 

Durbin-Hausman statistic are the leading performers, however these tests should 

not be used when intercept and linear time trend is assumed in cointegrating 

equation. 

 

 

2.1 SUMMARY  

 

After going through the literature related to social cohesion, we came to 

know that: diversity (ethnic, linguistic and religious fractionalization), socio-

economic deprivations (poverty, inequality), education, sports, politics, transfer 

payments, globalization, different proxy variables used etc. are the important 

factors that are responsible for different level of social cohesion. Literature 

related to diversity considers diversity as threat to social cohesion, while 

opposing argument takes it as asset for social cohesion. One point of view is that 

diversity is a threat to social cohesion only in the short run. Another point of 
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view is that diversity is neither threat nor asset for social cohesion. After 

diversity, the second strand of literature, which is less explored considers socio-

economic deprivations more important than diversity in determining social 

cohesion. Some literature takes them together and considers that diversity is 

harmful in the presence of socio-economic deprivations. There is some literature 

which highlights the role of some other factors like education, globalization, 

sports, and politics in shaping the social cohesion. However, the most important 

possible determinant of social cohesion which has not been investigated 

properly is the quality of institutions, which may be economic, political and 

legal. 
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CHAPTER 3: 
 

THEORETICAL JUXTAPOSITION, MODEL  

SPECIFICATION AND VARIABLE DESCRIPTION 
 

 

This chapter is related to, theoretical framework, model specification, 

variable description and data sources. Panel data has been used in worldwide 

perspective, covering more than 130 economies and five-year average data has 

been used for the years 1990, 1995, 2000, 2005, 2010 as per availability of data. 

The model specification is mainly based upon the discussions in the previous 

chapters. As per previous discussion we came to know that social cohesion is 

determined by diversity and socio-economic deprivations, furthermore better-

quality institutions can play a major role in shaping social cohesion. It may be 

due to various reasons like institutions provides inclusive environment, provides 

protection to life, self-respect, and property etc. Institutional quality of three 

types of institutions have been used in the analysis namely: political, legal, 

economic, lastly an over institutional index has been generated by applying 

principal component analysis (PCA) on political, legal and economic 

institutional quality. For comparative analysis the basic specification of the 

model has been kept constant and one of the institutional quality variables has 

been replaced.  

 

 

3.1 THEORETICAL JUXTAPOSITION 

 

Based upon the discussion in the introduction and review of literature we 

may identify the important factors that determines the social cohesion. The first 

one is the diversity, which may be in the form of form of fractionalization 

(ethnic, linguistic or religious) or polarization (ethnic, linguistic or religious). 

As per diversity thesis, social cohesion in a society is determined by the level of 

diversity (fractionalization/Polarization) in a society. Two opposing arguments 

exist about the impact of diversity on social cohesion. The first one is diversity 

is harmful for social cohesion due to the fact that people usually like to trust and 

meet with those people: who are like them, belong to same caste/tribe, use to 

speak same language and share common culture (McPherson et al., 2001). So, 

the chances of aversion enhance with an increase in diversity in a society 

(Quillian, 1995). The trust in the people may remain low in more diverse 

societies, because it is easy to develop the mutual relations and confidence 

among the people belonging to similar racial and ethnic groups (Alesina and 

Ferrara, 2002; Delhey and Newton, 2005; Messick and Kramer, 2001; Miller, 

1995; Putnam, 2007). 
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The opposing argument is also available which suggests that, diversity 

itself is not bad for social cohesion but socio-economic deprivations and fair 

treatment for all the segments are more important for determining social 

cohesion in a society. (Breton et al., 2004; Gijsberts et al., 2011; Letki, 2008; 

Staveren and Pervaiz, 2017). Furthermore, it is also argued that diversity may 

even promote social cohesion due to the fact that persons residing in a 

diversified environment usually learn to live together in harmony, with good 

attitudes based upon confidence in each other (Oliver and Wong, 2003). 

 

Social cohesion relies more on contextual variables as compared to 

diversity (Breton et al., 2004) for example education and income level, may have 

more influence on social relations (Tolsma et al., 2009). Globalization may 

affect social cohesion, the course of globalization itself and its related economic 

vagaries are expected to weaken social cohesion (Chan-Tiberghien, 2006; 

Chiesi, 2004; Hulse and Stone, 2007; Jenson, 2010; Mitchell, 2000; Touraine 

and Macey, 2000). Likewise Green et al.(2006) highlighted the effect of 

inequality in education in shaping the social cohesion. Inequity may lead to 

societal conflict (Alesina and Perotti, 1996; Perotti, 1996). Staveren et al., 

(2013)) suggested that social inequality may be more essential element than 

diversity in shaping cohesiveness of a society. Withers & O’Brien (2006) argued 

that inequality among groups lead to dis-integration of society, poor social 

capital and lower level of social cohesion and also inequality could be source of 

conflict. Gesthuizen et al. (2009) explained that economic disparity and 

democratic forms in European societies are more significant factor in clarifying 

diverse stages of social cohesion in Europe. Hence beyond cultural or ethnic 

diversity, the impact of socio-economic deprivations can significantly determine 

the level of social cohesion in society as (Letki, 2008) described that the impact 

of poverty is significant as compared to diversity in creating a cohesive society. 

It has been claimed that poverty can damage the solidarity of society but 

responsibility is put on diversity. The findings of this study shows that societal 

and economics inequalities are more injurious than ethnic heterogeneity, for 

solidarity and social cohesion of the society. So additional emphasis must be on 

the reduction of deprivation. 

 

Institutional environment of a country may affect social cohesion, if 

institutions are strong, they may lead to inclusive policies that may enhance 

social cohesion. Institutional environment of a country may be represented by 

political, economic and legal institutions. Political institutions are responsible 

for making laws, rules, and regulations for the protection of life, respect, 

property, and enforcement of contracts. If political institutions made such laws, 

rules and regulations under which people feel protected, self-respect is ensured, 

property rights are guaranteed and enforcement of contracts is ensured, such 
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society may be a more cohesive society and better place to live in. Economic 

institutions play their role in determining the investment decisions in human 

capital, physical capital, production process and efficient allocation of 

resources. Economic institutions decide economic incentives: the enticements 

to become educated, to save and invest, to innovate and adopt new technologies, 

and so on. Allow and encourage participation by the public in economic 

activities that make the best use of their talents and skills and that empower 

individuals to make the choices they desire. For better functioning, an economy 

also needs other public services like roads and a transport network in order to 

transport the goods; a public infrastructure so that economic activity can fanfare. 

If better decisions are made for investment in human capital and physical capital, 

there is efficient allocation of resources and production process is efficient, this 

may lead to better standard of life which gives more chances of interaction 

among people and thereby enhancing social cohesion. Legal institutions are 

responsible for the enforcement of laws, rules, and regulations set by political 

institutions for the protection of life, respect, property, prevent theft and fraud 

and enforcement of contracts. If the legal system functions properly, people will 

feel protected in terms of life, self-respect, and property. The contracts signed 

between owner and manager, employer and employee, borrower and lender, etc. 

will be enforceable. Contracts will be enforceable due to the fact that authority 

exists with power to make them enforceable. An owner and manager can write 

a contract because they believe that the state, and its agents the courts, would be 

impartial in enforcing the contract. So, there will be less probability of conflicts 

which may lead to cohesive society. In contrast, if, this is not the case there may 

be more conflicts in day-to-day life which can result in unrest in the society and 

it may lead to low level of social cohesion. 

 

 

3.2 MODEL SPECIFICATION  

 

The theoretical background of the model to be used in current study is based 

upon the discussion in the theoretical framework. The dependent variable of the 

model is social cohesion. In independent variables, the institutional quality is 

the variable of major interest. Other independent variables include diversity 

(ethnic, linguistic, religious fractionalization and ethnic, religious polarization), 

income inequality, gender equality, income level, globalization and education 

level. The basic form of the model may be written as 

 

Social cohesion it = α+ β1 diversity it + β2 Income it + β3 education it + β4 

Income inequality it + β5 Gender equality it + β6 Globalization it + β7 Institutional 

quality it + ε it …………………………………………………………………     (1) 

 

The general form of the panel data model may be written as  
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𝑌𝑖𝑡 = 𝐾𝑖𝑡𝛽 + 𝑊𝑖𝛼 + 𝜀𝑖𝑡 (2) 

 

𝑊ℎ𝑒𝑟𝑒 𝑖 =  𝐶𝑜𝑢𝑛𝑡𝑟𝑦 𝑑𝑖𝑚𝑒𝑛𝑠𝑖𝑜𝑛, 𝑡 =  𝑇𝑖𝑚𝑒 𝐷𝑖𝑚𝑒𝑛𝑠𝑖𝑜𝑛 

 

 𝑌𝑖𝑡  = Social cohesion, dependent variable denoted by inter group cohesion 

in ith country in tth time period. 

 

 𝐾𝑖𝑡𝛽 = Matrix of regressors (without intercept term) containing: 

Institutional quality and some other control variables like: income level, 

diversity, education, income inequality, Polarization, globalization, etc. 

 

 𝑊𝑖𝛼 = the heterogeneity or country effects, it is to note that Wi has 

intercept and a set of country related variables, that may be observable or 

unobservable. If all country related features are observable and are constant and 

not correlated with independent variables, the above-mentioned model will 

become a simple Classical Linear Regression Model which may be assessed 

through simple Ordinary Least Square (OLS). If it is assumed that country 

specific effects are: unobservable, may vary across space and may be correlated 

with repressors then more relevant estimation technique is least square dummy 

variables (LSDV) or alternatively known as fixed effect model. If unobserved 

country specific variables are considered to be uncorrelated with regressors then 

the random effect model may be preferred (Greene, 2012). 

 

Fixed effect model is commonly used in the discipline of economics and 

political science. It is so frequently used in these disciplines that it’s considered 

as “gold standard” default (Schurer and Yong, 2012). At the same time the 

random effect model also has got importance in: political science (Beck and 

Katz, 2007), education (O'Connell and McCoach, 2008), epidemiology (Duncan 

et al., 1998), geography (Jones, 1991) and biomedical sciences (Verbeke, 1997; 

Verbeke and Molenberghs, 2009). 

 

The basic issue with disciplinary division is that majority of the 

discussion between two approaches has been stayed alienated by the discipline 

frontiers. In debate on the use of fixed or random effect model, both sides have 

been making imperative points. There are some circumstances under which each 

of the technique is preferable. For example, random effect model will be 

appropriate if the assumptions of the random effect model are true. The 

assumptions of the random effect model consisting of, the exogeneity of 

covariates and the normality of residuals, are as reasonable as made by fixed 

effect model when the specification of the model is correct. However, the correct 

specification is used all too rarely (Fairbrother, 2011) in spite of the fact that, it 



 

40 

 

is fairly known, as debated in some books of econometric like (Greene, 2012; 

Wooldridge, 2002). Keeping in view this fact, it must be considered that why 

random effect model is not used so frequently as fixed effect is used in the field 

of economic and political science. The answer of this question lies in the 

exogeneity assumption of random effect model, that is the residuals are 

independent of the covariates in particular the assumptions concerning the 

occasion-level covariates and the two variance terms, such that 

 

𝐸(𝜇𝑗|𝑥𝑖𝑗 , 𝑧𝑗) = 𝐸(𝑒𝑗|𝑥𝑖𝑗 , 𝑧𝑗) = 0 (3) 

 

Or alternatively it may be written as 

 

𝐶𝑜𝑣(𝑥𝑖𝑗 , 𝑧𝑖𝑗) = 0 (4) 

 

𝐶𝑜𝑣(𝑥𝑖𝑗 , 𝑒𝑖𝑗) = 0 (5) 

 

The point is that most of the times these assumptions are not fulfilled in 

majority of random effect models. The issue of endogeneity leads to leaving of 

random effect model and opting the fixed effect model. The fixed effect model, 

models out higher-level variance and makes any correlations between that 

higher-level variance and covariates irrelevant. The word endogeneity is used in 

various forms and may be due to various reasons, like bias caused by omitted 

variables, simultaneity, sample selection. Generally, it is used for the bias which 

is caused by simultaneity (Kennedy, 2003).  

 

These are all different problems that should be dealt with in different 

ways. The form of the problem that this study deals with is described rather more 

clearly by (Li, 2011) as ‘heterogeneity bias’. The basic reason for the use of 

fixed effect model is simple and convincing, that explains why it is frequently 

used in various disciplines. To get rid of the issue of heterogeneity bias, all 

higher-level variance, and with it any between effects, are controlled out using 

the higher-level entities themselves (Allison, 2009), included in the model as 

dummy variables: 𝐷𝑗  

 

𝑦𝑖𝑗 = ∑ 𝛽0𝑗

𝑗

𝑗=1

𝐷𝑗 + 𝛽1𝑗𝑥𝑖𝑗 + 𝑒𝑖𝑗 (6) 

 

To avoid having to estimate a parameter for each higher-level unit, the 

mean for higher-level entity is taken away from both sides of equation, such that 
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(𝑦𝑖𝑗 − 𝑦�̅�) = 𝛽1(𝑥𝑖𝑗 − 𝑥�̅�) + (𝑒𝑖𝑗 − 𝑒�̅�) (7) 

 

As the fixed effect model estimates the within effects, so there is no such 

issue of heterogeneity bias. In situations where such heterogeneity bias is not 

present, random effect model is more suitable. It is general practice before 

applying fixed effect or random effect model such bias is investigated. The test 

used for this purpose is known as Hausman specification test (Hausman, 1978). 

This test makes a comparison between the parameter estimates of the fixed 

effect model and random effect model (Greene, 2012; Wooldridge, 2002). It is 

performed with the help of Wald test of the difference between the vector of 

coefficient estimates of fixed effect model and that of random effect model. 

Hausman test is used to make a choice whether fixed effect or random effect is 

better for the estimation (Greene, 2003).  

 

We have large number of cross sections (over 100) and small time periods 

(5 years) and dependent variable is continuous variable. In previous studies 

under similar circumstances fixed effect or random effect model has been used 

based upon results of hauman test (Asghar et al., 2015; Nadeem  

et al., 2016; Staveren and Pervaiz, 2017; Zulfiqar et al., 2018). 

 

 

3.3 DATA SOURCES  

 

In present study Panel data (five-year average3) has been used from 1990 

to 20104 (1990, 1995, 2000, 2005, and 2010) as per availability of data 135 

countries have been included in the study (List of economies is given in 

appendix). Data has been collected from the World bank’s database world 

development indicators (WDI), data base of International Institute of Social 

Studies (Indices of Social Development) The Quality of Government Basic 

Dataset by University of Gothenburg, (Kunčič, 2014) database, (Barro and Lee, 

2013), (Solt, 2016) the standardized world income inequality data base (SWIID 

Version.5) (Montalvo and Reynal-Querol, 2005) and Montalvo & Reynal-

Querol, (2005) dataset of polarization.  

 

The main variable of the has been social cohesion and the only data source 

for this variable is database of Indices of Social Development by the 

International Institute of Social Studies (ISS), at Hague. The institute reports the 

data with five-year intervals, the recent data has not been published yet, so this 

 
3 Average of the variables for the five years around each of years: 1990, 1995, 2000, 2005 and 2010 has been 

calculated in such a way that for 2010 value will be an average of the 2008, 2009 2010,2011,2012 
4 As data from Indices of Social Development was available only for the years 1990, 1995, 2000, 2005 and 2010, 

so we have used data of other variables for the same years. 
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study was limited to use the data for the above-mentioned years. Likewise, the 

data on polarization was available for ethnic and religious polarization, so the 

study is limited to use only these two dimensions of polarization. 

 

 

3.4 VARIABLE DESCRIPTION 

 

Following is a brief description of variables used in the study. 

 

 

3.4.1 Social Cohesion  

 

Inter group cohesion index has been used as proxy for social cohesion and 

is the dependent variable in our model. Intergroup Cohesion tells regarding the 

collaboration among various groups in a society. It also speaks regarding the 

capacity of a society to cope with hidden conflict before it turns out to be violent. 

This index has been constructed by using the matching percentiles methodology. 

Various variables are included in this index like: Level of civil disorder, Level 

of internal conflict, Risk of terrorism, Level of ethnic tensions, Level of religious 

tensions, level of minority agitation in the society, level of discernment against 

minorities, inequalities between minorities in the society, number of events 

reported regarding violent riots and guerrilla activity etc. for further details see 

(Foa andTanner, 2012).  

 

 

3.4.2 Globalization  

 

It is represented by the KOF index of globalization, it is an amalgamated 

index comprising of economic, political, and social globalization, so it covers 

the economic, social, and political dimensions of globalization, which are not 

covered in any other index/indicator. So current study uses the comprehensive 

measure of globalization. This index ranges from 0 to 100. If the value of this 

index is nearer to 100, it represents a high level of globalization and if the value 

of this index is closer to 0, it represents a very low level of globalization.  

 

3.4.3 Linguistic Fractionalization  

 

It represents the likelihood that if two individuals have been randomly 

selected from a given country they will belong to diverse linguistic groups. This 

likelihood is presented in an index form that lies from 0 to 1, whereas a value 

nearer to zero means there is less linguistic diversity and a value closer to 

hundred indicates that there is high diversity in linguistic terms.  
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3.4.4 Religious Fractionalization 

 

It represents the likelihood that if two individuals have been randomly 

selected from a given country they will belong to diverse religious groups. This 

likelihood is presented in an index form that lies from 0 to 1, whereas a value 

nearer to zero means there is less religious diversity, and a value closer to 

hundred indicates that there is high diversity in religious terms.  

 

 

3.4.5 Ethnic Fractionalization  

 

It represents the likelihood that if two individuals have been randomly 

selected from a given country they will belong to diverse ethnic groups. This 

likelihood is presented in an index form that lies from 0 to 1, whereas a value 

nearer to zero means there is less ethnic diversity and a value closer to hundred 

indicates that there is high diversity in ethnic terms.  

 

 

3.4.6 Ethnic Polarization  

 

Polarization is a measure of divisions in a society among different 

identity-based groups. It is not necessarily reflected through ethnolinguistic 

diversity. Ethnolinguistic diversity is merely an indication that how diverse 

society is. Polarization, on the other hand, reflects divisions in society. The 

likelihood of such divisions may increase when different ethnolinguistic groups 

living in the society are close to each other in their size. Groups in society are 

polarized with respect to any set of attributes when they exhibit the following 

three characteristics: a) the members of each group are homogeneous with 

respect to the set of attributes; b) different groups are heterogeneous with respect 

to these attributes; c) and the groups are relatively uniform in size. Polarization 

is greatest when society is divided into two similarly sized groups, each 

internally homogeneous but significantly different from the others on all 

possible attributes (Esteban and Ray, 1994). 

 

Ethnic Polarization index also ranges from 0 to 1. The ethnic polarization 

index is maximum when there are only two ethnic groups of large and equal size 

and polarization will be minimum when there is a large number of ethnic groups.  

 

 

3.4.7 Religious Polarization 
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Like ethnic polarization, it also ranges from 0 to 1. Religious polarization 

will be maximum when there are only two religious groups of the same size and 

it will be minimum when there is a large number of religious groups. 

 

 

3.4.8 Income Inequality  

 

It has been measured by a standardized Gini coefficient. This 

standardized coefficient has a range of 0 to 100. A zero value indicates that there 

is a perfectly equal distribution of income and the value of a hundred indicates 

that there is perfect inequality in the distribution of income.  

 

 

3.4.9 Income Level  

 

Income level is measured by GDP per capita. GDP is the Gross domestic 

product, which is the market value of all final goods and services produced in 

an economy during a year, and per capita GDP is GDP divided by population. 

 

 

3.4.10  Education Level 

 

It has been measured by average years of total schooling; data is taken 

from the data set by (Barro & Lee, 2013). We may presume the encouraging 

role of education in improving social cohesion. An educated individual is 

anticipated to be more forbearing and well conscious of his moralities and 

responsibilities, and more capable of dealing and resolving conflicts. 

 

 

3.4.11 Gender Equality 

 

Gender Equality refers to the extent to which women and men face the 

same opportunities and constraints within families, the workplace, and society 

at large. Gender equality has been measured by using different indicators like 

access to jobs, educational placement, and a fair wage, woman’s right to equal 

treatment in the workplace, in access to education, and in the family. Gender 

equality contributes to social cohesion by reducing discrimination in a society 

 

 

3.4.12 Political Institutional Quality 

 

Political institutions are responsible for making laws, rules, and 

regulations. The political institutional quality index consists of political rights, 
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institutionalized democracy-institutionalized autocracy, checks and balances, 

democratic accountability, corruption, bureaucratic quality, internal conflicts, 

military in politics, political terror scale. 

 

 

3.4.13 Legal Institutional Quality 

 

Legal institutional quality represents the enforcement of laws, rules, and 

regulations. This index is based upon various indicators like Judicial 

independence, Impartial courts, Protection of property rights, Civil Liberties, 

Law and order, Rule of Law, Freedom of the Press. 

 

 

3.4.14 Economic Institutional Quality 

 

Economic institutions determine the investment decisions in human 

capital, physical capital, production process, and efficient allocation of 

resources. Economic institutions decide economic incentives. This index 

consists of variables like. Financial freedom, business freedom, regulatory 

quality, freedom to own foreign currency account, credit market regulations, 

labor market regulations, investment restrictions, capital control, investment. 

 

 

3.4.15 Overall Institutional Quality Index  

 

To represent the overall institutional environment of the society an index 

has been constructed. This index has been constructed by applying principal 

component analysis on three dimensions of institutional quality i.e., institutional 

quality of economic, legal, and political institutions. 

 

Principal component analysis is a method to combine different variables 

in to a single variable by linear combination. There will be as many components 

as many initial variables. In this process most of the information of the original 

variables is compressed in first component and remaining maximum in second 

and so on. This process can be divided in four steps. In the first step the original 

variables are standardized. By doing so the initial variables are made to 

contribute equally, as after standardization all the variables will be converted to 

same scale. For instance, without standardization, if one of the initial variables 

has range 0-1 and other has 0-100, without standardization the second would 

have dominated the first one. In the second step covariance matrix is computed 

in order to find the relationship among the variables. Covariance matrix is 

basically a summary of correlations between the possible pairs of variables. In 

the third step Eigen vectors and Eigen values are computed. For each Eigen 
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vector there will be corresponding Eigen value. There will be as many Eigen 

vectors and eigenvalues as many initial variables. Eigenvalue is basically the 

coefficient attached to eigenvectors and it provide the percentage of variance 

carried in each principal component. By ranking Eigen vectors in order of their 

Eigen values from highest to lowest we get the principal components in order of 

significance. As a next step we decide whether to retain all the components or 

retain the first component having highest significance. In the last step to 

compute the final index we multiply the transpose of original variables with the 

transpose of retained matrix. 

 

 

3.5  SUMMARY 

 

This chapter may be summarized as panel data has been used in a 

worldwide perspective, covering more than 120 economies and five-year 

average data has been used for the years 1990, 1995, 2000, 2005, 2010. The 

appropriate technique for the estimation may be either fixed-effect model or 

random effect model which will be decided based upon the results of Hausman 

test. The dependent variable is social cohesion represented by intergroup 

cohesion. The main independent variable is the institutional quality (political, 

legal, and economic and overall) to be used alternatively. The control variables 

to be used in the analysis are diversity (fractionalization/Polarization covering 

ethnic, linguistic, and religious dimensions), income level, level of education, 

income inequality, globalization, gender equality, the inclusion of minorities. 

For comparative analysis, the basic specification of the model has been kept 

constant and one of the institutional quality variables has been used replaced 

alternatively and lastly overall institutional quality index has been used.  
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CHAPTER 4: 
 

EXPERIMENTAL INVESTIGATION  

FOR EMPIRICAL OUTCOME 
 
In this chapter the empirical results of the impact of overall institutions 

quality, political, legal, and economic institutional quality, and other variables 
on social cohesion are given. Various specifications are used and the dependent 
variable in all these specifications is social cohesion represented by intergroup 
cohesion. The main independent variable is institutional quality and it has been 
also used in various interactive forms with other variables that have been found 
a threat to social cohesion like fractionalization, polarization, income inequality, 
and globalization. The other independent variables used in the analysis are 
diversity (fractionalization/polarization covering ethnic, linguistic, and religious 
dimensions), gender equality, income level, level of education, income 
inequality, and globalization. In the analysis, each diversity measure (ethnic, 
linguistic, and religious fractionalization; ethnic and religious polarization) has 
been used alternatively with other independent variables. In the first regression 
ethnic fractionalization has been used, in the second regression, it has been 
simply interacted with institutional quality, then in the third regression these two 
variables have been interacted in categorical form as: 1= Low Institutional 
Quality-Low Ethnic Diversity; 2= Low Institutional Quality-High Ethnic 
Diversity; 3= High Institutional Quality-Low Ethnic Diversity; 4= High 
Institutional Quality-High Ethnic diversity. The third category (3= High 
Institutional Quality-Low Ethnic Diversity) has been used as a base category in 
this regression. A similar pattern of regression analysis has been adopted for 
other deleterious diversity measures (linguistic fractionalization; ethnic and 
religious polarization) and for other deleterious factors (income inequality and 
globalization). 

 
 

4.1 DESCRIPTIVE STATISTICS  
 

The Table 4.1.1 provides the summary statistics of the variables included 
in the study, which provides information relating to mean value, standard 
deviation, minimum value, maximum value, the total number of observations 
(N), the average number of observations per country (t-bar) and a number of 
countries (n) for which data is available.  
 

The mean (average) level of income inequality is 39.64 with overall 
standard deviation of 9.12. The average level of globalization is 54.55. The 
average level of religious polarization is 0.46. The average of ethnic polarization 
is 0.51. The average level of religious fractionalization is 0.43. For further 
details the reader may see the Table 4.1.1. 
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Table 4.1.1 

Summary Statistics of Variables 
Variable  Mean Std. Dev. Min Max Observations 

Income  

Inequality 

overall 39.649 9.123 17.964 63.934 N 488.000 

between  8.753 22.566 63.934 n 120.000 

within  2.806 27.420 52.526 T-bar 4.067 

Globalization 

overall 54.543 16.233 22.433 89.699 N 668.000 

between  15.231 27.451 86.174 n 134.000 

within  5.677 39.054 67.751 T-bar 4.985 

Religious 

Polarization 

overall 0.465 0.357 0.001 1.000 N 675.000 

between  0.358 0.001 1.000 n 135.000 

within  0.000 0.465 0.465 T-bar 5.000 

Ethnic  

Polarization 

overall 0.514 0.249 0.017 0.982 N 675.000 

between  0.250 0.017 0.982 n 135.000 

within  0.000 0.514 0.514 T-bar 5.000 

Religious 

Fractionalization 

overall 0.434 0.246 0.002 0.860 N 675.000 

between  0.247 0.002 0.860 n 135.000 

within  0.000 0.434 0.434 T-bar 5.000 

Linguistic 

Fractionalization 

overall 0.393 0.302 0.002 0.923 N 645.000 

between  0.303 0.002 0.923 n 129.000 

within  0.000 0.393 0.393 T-bar 5.000 

Ethnic 

Fractionalization 

overall 0.440 0.274 0.000 0.930 N 670.000 

between  0.275 0.000 0.930 n 134.000 

within  0.000 0.440 0.440 T-bar 5.000 

Average years of 

Total Schooling 

overall 6.585 2.992 0.277 13.270 N 565.000 

between  2.901 0.958 12.909 n 113.000 

within  0.770 4.040 8.496 T-bar 5.000 

Social  

Cohesion 

overall 0.593 0.099 0.183 0.789 N 473.000 

between  0.082 0.337 0.742 n 119.000 

within  0.063 0.346 0.773 T-bar 3.975 

Gender  

Equality 

overall 0.688 0.101 0.212 1.021 N 650.000 

between  0.084 0.433 0.850 n 135.000 

within  0.056 0.435 0.860 T-bar 4.815 

Log of per Capita 

Income 

overall 8.299 1.620 5.019 11.540 N 656.000 

between  1.618 5.417 11.333 n 132.000 

within  0.186 7.417 9.205 T-bar 4.970 

Political 

Institutional  

Quality 

overall 0.530 0.204 o.050 0.919 N 649 

between  0.196 0.101 0.894 n 133 

within  0.053 0.296 0.770 T-bar 4.879 

Legal  

Institutional  

Quality 

overall 0.574 0.200 0.070 1 N 639 

between  0.194 0.154 0.937 n 133 

within  0.056 0.350 0.845 T-bar 4.80 

Economic 

Institutional  

Quality 

overall 0.519 0.191 0.027 0.927 N 647 

between  0.169 0.141 0.879 n 133 

within  0.088 0.183 0.741 T-bar 4.86 

Overall 

Institutional  

Quality 

overall 0.942 0.320 0.100 1.635 N 634.000 

between  0.311 0.242 1.535 n 133.000 

within  0.082 0.650 1.290 T-bar 4.767 
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4.2 CORRELATION ANALYSIS  

 

This section provides the correlation analysis, firstly correlation analysis 

is done for the political institutions model, then for the legal institutions model, 

followed by the economic institutions model, and lastly for an overall 

institutional quality model. 

 
 

4.2.1 Correlation Analysis for Political Institutional Quality Model 
 

Table 4.2.1 below provides the results of pairwise correlation among 

variables included in the regression analysis, correlation coefficients and 

probabilities are reported, in parenthesis probabilities are given. The correlation 

coefficient measures the degree of association between two variables and its 

value lies between -1 to 1, where -1 indicates that the two variables are perfectly 

negatively correlated and 1 indicates that the two variables are perfectly 

positively correlated. Correlation may be considered significant where t value is 

greater than 1.96 or probability is less than 0.05 if we consider the five percent 

level of significance. 

 

The results of the correlation analysis for political institutional quality 

model are given below in the Table 4.2.1. The correlation among variables is 

discussed column-wise. The first column represents the correlation of income 

inequality with other variables and all these correlation coefficients are statically 

significant. The results represent that there is a negative correlation between 

income inequality and globalization. The correlation coefficient between 

income inequality and globalization is -0.562 which is statistically significant. 

There is a positive correlation between income inequality and various measures 

of diversity (Religious polarization, ethnic polarization, religious 

fractionalization, linguistic fractionalization, and ethnic fractionalization). 

There is a negative correlation between income inequality and education. There 

is a negative correlation between income inequality and social cohesion. The 

correlation coefficient between income inequality and social cohesion is -0.323 

which is statistically significant. It indicates that social cohesion and income 

inequality are negatively correlated. Furthermore, gender equality, per capita 

income, are also negatively correlated. Our variable of main interest in this 

column is the political institutional quality which is also negatively correlated 

with income inequality, it indicates that these two variables move in the opposite 

direction.  

 

The second column shows the correlation between globalization and other 

variables use in the study. It is evident from the results that there is a significant 

correlation between globalization and other variables. There is a negative 
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correlation between globalization and various measures of diversity (Religious 

polarization, ethnic polarization, religious fractionalization, linguistic 

fractionalization, and ethnic fractionalization). There is a positive correlation 

between globalization, and: education, social cohesion, gender equality, per 

capita income, and the political institutional quality. 

 

In the third column correlation coefficients between religious polarization 

and other variables are given. All these correlation coefficients are statistically 

significant. It is clear that religious polarization has a positive correlation with 

ethnic polarization, religious fractionalization, linguistic fractionalization, and 

ethnic fractionalization. Religious polarization has a negative correlation with: 

education, social cohesion, gender equality, per capita income, and quality of 

political institutions. In the fourth column correlation coefficients between 

ethnic polarization and other variables are given. The pattern of the correlation 

between ethnic polarization and other variables is the same as in the case of 

religious polarization. 

 
  



 

51 

 

Table 4.2.1 

Correlation Matrix of Variables (Political Institutions) 

 
Income 

Inequality 
Globalization 

Religious 
Polarization 

Ethnic 
Polarization 

Religious 
Diversity 

Linguistic 
Diversity 

Ethnic  
Diversity 

Education 
Social 

Cohesion 
Gender  
Equality 

Per 
Capital 
Income 

Political  
Institutional  

Quality 

Income 
Inequality 

1            

Globalization 
-0.562*** 
(0.000) 

1           

Religious 
Polarization 

0.431*** 
(0.000) 

-0.472*** 
(0.000) 

1          

Ethnic 
Polarization 

0.355*** 
(0.000) 

-0.167*** 
(0.000) 

0.280*** 
(0.000) 

1         

Religious 
Diversity 

0.121*** 
(0.000) 

-0.104*** 
(0.000) 

0.439*** 
(0.000) 

0.137*** 
(0.000) 

1        

Linguistic 
Diversity 

0.192*** 
(0.000) 

-0.402*** 
(0.000) 

0.485*** 
(0.000) 

0.289*** 
(0.000) 

0.291*** 
(0.000) 

1       

Ethnic  
Diversity 

0.353*** 
(0.000) 

-0.414*** 
(0.000) 

0.582*** 
(0.000) 

0.537*** 
(0.000) 

0.208*** 
(0.000) 

0.682*** 
(0.000) 

1      

Education 
-0.474*** 
(0.000) 

0.825*** 
(0.000) 

-0.419*** 
(0.000) 

-0.181*** 
(0.000) 

0.128*** 
0.002 

-0.434*** 
(0.000) 

-0.489*** 
(0.000) 

1     

Social  
Cohesion 

-0.323*** 
(0.000) 

0.458*** 
(0.000) 

-0.240*** 
(0.000) 

-0.198*** 
(0.000) 

0.126*** 
0.005 

-0.227*** 
(0.000) 

-0.286*** 
(0.000) 

0.411*** 
(0.000) 

1    

Gender  
Equality 

-0.312*** 
(0.000) 

0.576*** 
(0.000) 

-0.418*** 
(0.000) 

-0.137*** 
(0.000) 

0.019 
0.627 

-0.400*** 
(0.000) 

-0.404*** 
(0.000) 

0.613*** 
(0.000) 

0.458*** 
(0.000) 

1   

Per Capita 
Income 

-0.532*** 
(0.000) 

0.844*** 
(0.000) 

-0.529*** 
(0.000) 

-0.160*** 
(0.000) 

-0.064* 
0.098 

-0.502*** 
(0.000) 

-0.499*** 
(0.000) 

0.836*** 
(0.000) 

0.458*** 
(0.000) 

0.549*** 
(0.000) 

1  

Political 
Institutional 

Quality 

-0.533*** 
(0.000) 

0.752*** 
(0.000) 

-0.533*** 
(0.000) 

-0.219*** 
(0.000) 

0.037 
0.345 

-0.393*** 
(0.000) 

-0.488*** 
(0.000) 

0.746*** 
(0.000) 

0.552*** 
(0.000) 

0.641*** 
(0.000) 

0.754*** 
(0.000) 

1 

Note: in parentheses ( ) are probabilities, ***,* represents 1 and 10 percent level of significance. 
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In the fifth column, the correlation coefficients between religious 
fractionalization and other variables are given, almost all these correlation 
coefficients are significant. It is clear from the results that there is a positive 
correlation between religious fractionalization and: ethnic fractionalization, 
linguistic fractionalization, social cohesion, gender equality, and quality of 
political institutions. There is a negative correlation between religious 
fractionalization and per capita income. In the sixth column, the correlation 
coefficients between linguistic fractionalization and other variables are given, 
almost all these correlation coefficients are significant. There is a positive 
correlation between linguistic fractionalization and all variables in the column 
except ethnic fractionalization. In the seventh column, the correlation coefficients 
between ethnic fractionalization and other variables are given, all these 
correlation coefficients are significant. There is a negative correlation between 
linguistic fractionalization and all variables in the column.  
 

In the next column, the correlation between education and other variables 
is given, all coefficients are significant. There is a positive correlation between 
education and: social cohesion, gender equality, per capita income, and quality of 
political institutions. The next column represents the correlation between social 
cohesion and: gender equality, per capita income, and quality of political 
institutions. Social cohesion has a positive correlation with gender equality, the 
inclusion of minorities, per capita income, and quality of political institutions. 
The next column represents the correlation between gender equality and per 
capita income, and the quality of political institutions. Gender equality has a 
positive correlation with the inclusion of minorities, per capita income, and 
quality of political institutions. Lastly, the correlation between per capita income 
and the political institutional quality is positive and significant.  

 
 

4.2.2 Correlation Analysis of Legal Institutional Quality Model 

 
Table 4.2.2 below provides the results of pairwise correlation among 

variables included in the legal institutional quality model, correlation coefficients 
and probabilities are reported, in parenthesis ( ) probabilities are given. The 
correlation among variables is discussed by column-wise. The first column 
represents the correlation of income inequality with other variables and all these 
correlation coefficients are statically significant. The results represent that there 
is a negative correlation between income inequality and globalization. There is a 
positive correlation between income inequality and various measures of diversity 
(Religious polarization, ethnic polarization, religious fractionalization, linguistic 
fractionalization, and ethnic fractionalization). There is a negative correlation 
between income inequality and education. There is a negative correlation between 
income inequality and social cohesion. It indicates that social cohesion and 
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income inequality are negatively correlated. Furthermore, gender equality and per 
capita income are also negatively correlated. Our variable of main interest in this 
column is the legal institutional quality which is also negatively correlated with 
income inequality, it indicates that these two variables move in the opposite 
direction.  
 

The second column shows the correlation between globalization and other 
variables use in the study. It is evident from the results that there is a significant 
correlation between globalization and other variables. There is a negative 
correlation between globalization and various measures of diversity (Religious 
polarization, ethnic polarization, religious fractionalization, linguistic 
fractionalization, and ethnic fractionalization). There is a positive correlation 
between globalization and: education, social cohesion, gender equality, per capita 
income, and legal institutional quality. 
 

In the third column correlation coefficients between religious polarization 
and other variables are given. All these correlation coefficients are statistically 
significant. It is clear that religious polarization has a positive correlation with 
ethnic polarization, religious fractionalization, linguistic fractionalization, and 
ethnic fractionalization. Religious polarization has a negative correlation with: 
education, social cohesion, gender equality, per capita income, and quality of 
legal institutions. In the fourth column correlation coefficients between ethnic 
polarization and other variables are given. The pattern of the correlation between 
ethnic polarization and other variables is the same as in the case of religious 
polarization. 
 

In the fifth column, the correlation coefficients between religious 
fractionalization and other variables are given, almost all these correlation 
coefficients are significant. It is clear from the results that there is a positive 
correlation between religious fractionalization and: ethnic fractionalization, 
linguistic fractionalization, social cohesion, gender equality, and quality of legal 
institutions. There is a negative correlation between religious fractionalization 
and per capita income. In the sixth column, the correlation coefficients between 
linguistic fractionalization and other variables are given, almost all these 
correlation coefficients are significant. There is a negative correlation between 
linguistic fractionalization and all variables in the column except ethnic 
fractionalization. In the seventh column, the correlation coefficients between 
ethnic fractionalization and other variables are given, all these correlation 
coefficients are significant. There is a negative correlation between linguistic 
fractionalization and all variables in the column. 

  



 

54 

 

Table 4.2.2 

Correlation Matrix of Variables (Legal institutions) 

 
Income 

Inequality 
Globalization 

Religious 
Polarization 

Ethnic 
Polarization 

Religious 
Diversity 

Linguistic 
Diversity 

Ethnic 
Diversity 

Education 
Social 

Cohesion 
Gender 
Equality 

Per 
Capita 
Income 

Institutional 
Quality 

Income 
Inequality 

1            

Globalization 
-0.562*** 
(0.000) 

1           

Religious 
Polarization 

0.432 *** 
(0.000) 

-0.473 *** 
(0.000) 

1          

Ethnic 
Polarization 

0.355 *** 
(0.000) 

-0.168*** 
(0.000) 

0.281 *** 
(0.000) 

1         

Religious 
Diversity 

0.122 *** 
(0.007) 

-0.104 *** 
(0.007) 

0.440 *** 
(0.000) 

0.137 *** 
(0.000) 

1        

Linguistic 
Diversity 

0.193*** 
(0.000) 

-0.402 *** 
(0.007) 

0.485 *** 
(0.000) 

0.290 *** 
(0.000) 

0.292 *** 
(0.000) 

1       

Ethnic 
Diversity 

0.354 *** 
(0.000) 

-0.414 *** 
(0.000) 

0.583 *** 
(0.000) 

0.538 *** 
(0.000) 

0.208 *** 
(0.000) 

0.683*** 
(0.000) 

1      

Education 
-0.474*** 
(0.000) 

0.826 *** 
(0.000) 

-0.420*** 
(0.000) 

-0.182 *** 
(0.000) 

0.129 *** 
(0.002) 

-0.434 *** 
(0.000) 

-0.489 *** 
(0.000) 

1     

Social 
Cohesion 

-0.324*** 
(0.000) 

0.459*** 
(0.000) 

-0.240*** 
(0.001) 

-0.199*** 
(0.000) 

0.129*** 
(0.005) 

-0.227** 
(0.000) 

-0.287*** 
(0.000) 

0.412*** 
(0.000) 

1    

Gender 
Equality 

-0.313*** 
(0.000) 

0.576*** 
(0.000) 

-0.418*** 
(0.000) 

-0.137*** 
(0.000) 

0.019* 
(0.627) 

-0.400*** 
(0.000) 

-0.405*** 
(0.000) 

0.614*** 
(0.000) 

0.459*** 
(0.000) 

1   

Per Capita 
Income 

-0.533 *** 
(0.000) 

0.844*** 
(0.000) 

-0.530*** 
(0.000) 

-0.160 *** 
(0.000) 

-0.064 
(0.000) 

-0.503 
(0.000) 

-0.500 *** 
(0.000) 

0.837 *** 
(0.000) 

0.459 *** 
(0.000) 

0.549*** 
(0.000) 

1  

Institutional 
Quality 

-0.529 *** 
(0.000) 

0.717 *** 
(0.000) 

-0.512 *** 
(0.000) 

-0.219 *** 
(0.000) 

0.102 ** 
(0.009) 

-0.385 *** 
(0.000) 

-0.505 *** 
(0.000) 

0.735 *** 
(0.000) 

0.570 *** 
(0.000) 

0.640 *** 
(0.000) 

0.768 *** 
(0.000) 

1 

Note: in parentheses ( ) are probabilities. ***,**,* represents 1,5 and 10% level of significance respectively. 
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In the next column, the correlation between education and other variables 

is given, all coefficients are significant. There is a positive correlation between 

education and: social cohesion, gender equality, per capita income, and quality of 

legal institutions. The next column represents the correlation between social 

cohesion and: gender equality, per capita income, and quality of legal institutions. 

Social cohesion has a positive correlation with gender equality, the inclusion of 

minorities, per capita income, and the quality of legal institutions. The next 

column represents the correlation between gender equality, per capita income, 

and quality of legal institutions. Gender equality has a positive correlation with 

per capita income and quality of legal institutions. Lastly correlation between per 

capita income and legal institutional quality is positive and significant. 

 

 

4.2.3 Correlation Analysis of Economic Institutional Quality Model 
 

Table 4.2.3 provides the results of pairwise correlation among variables 

included in the regression analysis of economic institutions quality, correlation 

coefficients, and probabilities are reported, in parenthesis ( ) probabilities are 

given. The correlation among variables will be discussed by column-wise. The 

first column represents the correlation of income inequality with other variables 

and all these correlation coefficients are statically significant. The results 

represent that there is a negative correlation between income inequality and 

globalization. There is a positive correlation between income inequality and 

various measures of diversity (Religious polarization, ethnic polarization, 

religious fractionalization, linguistic fractionalization, and ethnic 

fractionalization). There is a negative correlation between income inequality and 

education. There is a negative correlation between income inequality and social 

cohesion. It indicates that social cohesion and income inequality are negatively 

correlated. Furthermore, gender equality and per capita income are also 

negatively correlated. Our variable of main interest in this column is the quality 

of economic institutions which is also negatively correlated with income 

inequality, it indicates that these two variables move in the opposite direction.  

 

The second column shows the correlation between globalization and other 

variables used in the study. It is evident from the results that there is a significant 

correlation between globalization and other variables. There is a negative 

correlation between globalization and various measures of diversity (Religious 

polarization, ethnic polarization, religious fractionalization, linguistic 

fractionalization, and ethnic fractionalization). There is a positive correlation 

between globalization and: education, social cohesion, gender equality, per capita 

income, and quality of economic institutions. 
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In the third column correlation coefficients between religious polarization 

and other variables are given. All these correlation coefficients are statistically 

significant. It is clear that religious polarization has a positive correlation with 

ethnic polarization, religious fractionalization, linguistic fractionalization, and 

ethnic fractionalization. Religious polarization has a negative correlation with: 

education, social cohesion, gender equality, per capita income, and quality of 

economic institutions. In the fourth column correlation coefficients between 

ethnic polarization and other variables are given. The pattern of the correlation 

between ethnic polarization and other variables is the same as in the case of 

religious polarization. 

 

In the fifth column, the correlation coefficients between religious 

fractionalization and other variables are given, almost all these correlation 

coefficients are significant. It is clear from the results that there is a positive 

correlation between religious fractionalization and: ethnic fractionalization, 

linguistic fractionalization, social cohesion, gender equality, and quality of 

economic institutions. 
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Table 4.2.3 

Correlation Matrix of Variables (Economic Institutional Quality) 

 
Income 

Inequality 
Globalization 

Religious 
Polarization 

Ethnic 
Polarization 

Religious 
Diversity 

Linguistic 
Diversity 

Ethnic 
Diversity 

Education 
Social 

Cohesion 
Gender 
Equality 

Per 
Capita 
Income 

Institutional 
Quality 

Income 
Inequality 

1            

Globalization 
-0.562*** 
(0.000) 

1           

Religious 
Polarization 

0.432 *** 
(0.000) 

-0.473 *** 
(0.000) 

1          

Ethnic 
Polarization 

0.355 *** 
(0.000) 

-0.168*** 
(0.000) 

0.281 *** 
(0.000) 

1         

Religious 
Diversity 

0.122 *** 
(0.007) 

-0.104 *** 
(0.007) 

0.440 *** 
(0.000) 

0.137 *** 
(0.000) 

1        

Linguistic 
Diversity 

0.193*** 
(0.000) 

-0.402 *** 
(0.007) 

0.485 *** 
(0.000) 

0.290 *** 
(0.000) 

0.292 *** 
(0.000) 

1       

Ethnic 
Diversity 

0.354 *** 
(0.000) 

-0.414 *** 
(0.000) 

0.583 *** 
(0.000) 

0.538 *** 
(0.000) 

0.208 *** 
(0.000) 

0.683*** 
(0.000) 

1      

Education 
-0.474*** 
(0.000) 

0.826 *** 
(0.000) 

-0.420*** 
(0.000) 

-0.182 *** 
(0.000) 

0.129 *** 
(0.002) 

-0.434 *** 
(0.000) 

-0.489 *** 
(0.000) 

1     

Social 
Cohesion 

-0.324*** 
(0.000) 

0.459*** 
(0.000) 

-0.240*** 
(0.001) 

-0.199*** 
(0.000) 

0.129*** 
(0.005) 

-0.227** 
(0.000) 

-0.287*** 
(0.000) 

0.412*** 
(0.000) 

1    

Gender 
Equality 

-0.313*** 
(0.000) 

0.576*** 
(0.000) 

-0.418*** 
(0.000) 

-0.137*** 
(0.000) 

0.019* 
(0.627) 

-0.400*** 
(0.000) 

-0.405*** 
(0.000) 

0.614*** 
(0.000) 

0.459*** 
(0.000) 

1   

Per Capita 
Income 

-0.533 *** 
(0.000) 

0.844*** 
(0.000) 

-0.530*** 
(0.000) 

-0.160 *** 
(0.000) 

-0.064* 
(0.098) 

-0.503 
(0.000) 

-0.500 *** 
(0.000) 

0.837 *** 
(0.000) 

0.459 *** 
(0.000) 

0.549*** 
(0.000) 

1  

Institutional 
Quality 

-0.460 *** 
(0.000) 

0.764 *** 
(0.000) 

-0.457*** 
(0.000) 

-0.174 *** 
(0.000) 

0.0102 
(0.8134) 

-0.347 *** 
(0.000) 

-0.452 *** 
(0.000) 

0.698 *** 
(0.000) 

0.418 *** 
(0.000) 

0.575 *** 
(0.000) 

0.786 *** 
(0.000) 

1 

Note: in parentheses ( ) are probabilities. ***,**,* represents 1,5 and 10% level of significance respectively. 
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 There is a negative correlation between religious fractionalization and: 

inclusion of minorities and per capita income. In the sixth column, the correlation 

coefficients between linguistic fractionalization and other variables are given, 

almost all these correlation coefficients are significant. There is a negative 

correlation between linguistic fractionalization and all variables in the column 

except ethnic fractionalization. In the seventh column, the correlation coefficients 

between ethnic fractionalization and other variables are given, all these 

correlation coefficients are significant. There is a negative correlation between 

linguistic fractionalization and all variables in the column.  

 

In the next column, the correlation between education and other variables 

is given, all coefficients are significant. There is a positive correlation between 

education and: social cohesion, gender equality, per capita income, and quality of 

economic institutions. The next column represents the correlation between social 

cohesion and: gender equality, per capita income, and quality of economic 

institutions. Social cohesion has a positive correlation with gender equality, per 

capita income, and quality of economic institutions. The next column represents 

the correlation between gender equality and: per capita income and quality of 

economic institutions. Gender equality has a positive correlation with per capita 

income and quality of economic institutions. Lastly, correlation between per 

capita income and quality of economic institutions is positive and significant.  

 

 

4.2.4 Correlation Analysis of Overall Institutions Quality Model 
 

Table 4.2.4 provides the results of pairwise correlation among variables 

included in the regression analysis of overall institutional quality. Correlation 

coefficients and probabilities are reported, in parenthesis ( ) probabilities are 

given. The correlation among variables is discussed by column-wise. The first 

column represents the correlation of income inequality with other variables and 

all these correlation coefficients are statically significant. The results represent 

that there is a negative correlation between income inequality and globalization. 

There is a positive correlation between income inequality and various measures 

of diversity (Religious polarization, ethnic polarization, religious 

fractionalization, linguistic fractionalization, and ethnic fractionalization). There 

is a negative correlation between income inequality and education. There is a 

negative correlation between income inequality and social cohesion. It indicates 

that social cohesion and income inequality are negatively correlated. 

Furthermore, gender equality and per capita income are also negatively 

correlated. Our variable of main interest in this column is the overall institutional 

quality which is also negatively correlated with income inequality, it indicates 

that these two variables move in the opposite direction.  
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The second column shows the correlation between globalization and other 

variables use in the study. It is evident from the results that there is a significant 

correlation between globalization and other variables. There is a negative 

correlation between globalization and various measures of diversity (Religious 

polarization, ethnic polarization, religious fractionalization, linguistic 

fractionalization, and ethnic fractionalization). There is a positive correlation 

between globalization and: education, social cohesion, gender equality, per capita 

income, and overall institutional quality. 

 

 

In the third column correlation coefficients between religious polarization 

and other variables are given. All these correlation coefficients are statistically 

significant. It is clear that religious polarization has a positive correlation with 

ethnic polarization, religious fractionalization, linguistic fractionalization, and 

ethnic fractionalization. Religious polarization has a negative correlation with: 

education, social cohesion, gender equality, per capita income and quality of 

overall institutions. In the fourth column correlation coefficients between ethnic 

polarization and other variables are given. The pattern of the correlation between 

ethnic polarization and other variables is the same as in the case of religious 

polarization. 

 

 

In the fifth column, the correlation coefficients between religious 

fractionalization and other variables are given, almost all these correlation 

coefficients are significant. It is clear from the results that there is a positive 

correlation between religious fractionalization and: ethnic fractionalization, 

linguistic fractionalization, social cohesion, gender equality, and quality of 

overall institutions. There is a negative correlation between religious 

fractionalization and per capita income. In the sixth column, the correlation 

coefficients between linguistic fractionalization and other variables are given, 

almost all these correlation coefficients are significant. There is a negative 

correlation between linguistic fractionalization and all variables in the column 

except ethnic fractionalization. In the seventh column, the correlation coefficients 

between ethnic fractionalization and other variables are given, all these 

correlation coefficients are significant. There is a negative correlation between 

linguistic fractionalization and all variables in the column.  

 

In the next column, the correlation between education and other variables 

is given, all coefficients are significant. There is a positive correlation between 

education and: social cohesion, gender equality, per capita income, and quality of 
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overall institutions. The next column represents the correlation between social 

cohesion and: gender equality, per capita income, and quality of overall 

institutions. Social cohesion has a positive correlation with gender equality, per 

capita income, and quality of overall institutions. The next column represents the 

correlation between gender equality and: per capita income and quality of overall 

institutions. Gender equality has a positive correlation with the inclusion of 

minorities, per capita income, and quality of overall institutions. Lastly, 

correlation between per capita income and overall institutional quality is positive 

and significant.   
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Table 4.2.4 

Correlation Matrix of Variables (Over all Institutional Quality) 

 
Income 

Inequality 
Globalization 

Religious 
Polarization 

Ethnic 
Polarization 

Religious 
Diversity 

Linguistic 
Diversity 

Ethnic 
Diversity 

Education 
Social 

Cohesion 
Gender 
Equality 

Per 
Capita 
Income 

Institutional 
Quality 

Income 
Inequality 

1            

Globalization 
-0.656*** 
(0.000) 

1           

Religious 
Polarization 

0.529 *** 
(0.000) 

-0.403 *** 
(0.000) 

1          

Ethnic 
Polarization 

0.498 *** 
(0.000) 

-0.352 *** 
(0.000) 

0.432 *** 
(0.000) 

1         

Religious 
Diversity 

0.071 
(0.221) 

-0.051 *** 
(0.321) 

0.405 *** 
(0.000) 

0.266 *** 
(0.000) 

1        

Linguistic 
Diversity 

0.161 *** 
(0.005) 

-0.142 *** 
(0.007) 

0.279 *** 
(0.000) 

0.344 *** 
(0.000) 

0.177 *** 
(0.000) 

1       

Ethnic 
Diversity 

0.521 *** 
(0.000) 

-0.372 *** 
(0.000) 

0.482 *** 
(0.000) 

0.724 *** 
(0.000) 

0.192 *** 
(0.000) 

0.559*** 
(0.000) 

1      

Education 
-0.557 *** 

(0.000) 
0.729 *** 
(0.000) 

-0.307 *** 
(0.000) 

-0.337 *** 
(0.000) 

0.251 *** 
(0.000) 

-0.102 *** 
(0.000) 

-0.363 *** 
(0.000) 

1     

Social 
Cohesion 

-0.420*** 
(0.000) 

0.407*** 
(0.000) 

-0.195*** 
(0.001) 

-0.240*** 
(0.000) 

0.181*** 
(0.003) 

-0.125** 
(0.043) 

-0.252*** 
(0.000) 

0.411*** 
(0.000) 

1    

Gender 
Equality 

-0.370*** 
(0.007) 

0.541*** 
(0.000) 

-0.360*** 
(0.000) 

-0.213*** 
(0.000) 

0.092* 
(0.081) 

-0.205*** 
(0.000) 

-0.271*** 
(0.000) 

0.563*** 
(0.000) 

0.487*** 
(0.000) 

1   

Per Capita 
Income 

-0.721 *** 
(0.000) 

0.773 *** 
(0.000) 

-0.386 *** 
(0.000) 

-0.413 *** 
(0.000) 

0.042 
(0.413) 

-0.075 
(0.152) 

-0.354 *** 
(0.000) 

0.648 *** 
(0.000) 

0.426 *** 
(0.000) 

0.403*** 
(0.000) 

1  

Institutional 
Quality 

-0.635 *** 
(0.000) 

0.741 *** 
(0.000) 

-0.459 *** 
(0.000) 

-0.338 *** 
(0.000) 

0.155 ** 
(0.003) 

-0.208 *** 
(0.000) 

-0.449 *** 
(0.000) 

0.725 *** 
(0.000) 

0.518 *** 
(0.000) 

0.599 *** 
(0.000) 

0.733 *** 
(0.000) 

1 

Note: in parentheses ( ) are probabilities. ***,**,* represents 1,5 and 10% level of Significance Respectively. 
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4.3 REGRESSION ANALYSIS  

 

In order to make an appropriate choice between the fixed-effect model and 

the random-effect model for the estimation of results, the Hausman test 

(Hausman, 1978) has been applied to every econometrics specification. The 

results of the Hausman test indicate that fixed-effect/Least square dummy 

variable (LSDV) model is more appropriate for the estimation of results, as we 

reject the null hypothesis in all specifications. As there was a likelihood of the 

presence of heteroscedasticity in the model so in order to overcome this issue 

LSDV model has been applied with robust standard errors. The results of the 

regression analysis are presented in the tables below. Various specifications are 

used for regression analysis and the dependent variable in all regressions is social 

cohesion. 

 

 

4.3.1 Regression Analysis of Overall Institutional Quality 
 

We are going to investigate the impact of overall institutional environment 

on social cohesion by regression analysis. To represent the quality of overall 

institutional environment, an index has been generated by clubling the political, 

legal and economic institutional quality through principal component analysis. In 

the Table 4.3.1, the results of various specifications are reported. The overall 

institutional quality is the variable of major interest along with income inequality, 

globalization, per capita income, education, and one of the measures of diversity 

“ethnic fractionalization” as other regressors. The coefficient of the overall 

institutional quality variable is positive and statistically significant, it means that 

if there is an increase in overall institutional quality there will be an increase in 

social cohesion. It may be due to the fact that overall institutional quality covers 

the whole institutional environment of the country, if the quality of the overall 

institutional environment is better the people will be secured in all spheres of life: 

protection of life will be ensured, self-respect will be protected, business and 

property will be secured, the enforcement of laws will be ensured, rules and 

regulations will be implemented in letter and spirit, theft and frauds will be 

prevented, there will be enforcement of contracts. So, there will be less 

probability of conflicts which may lead to a cohesive society.  

 

The second variable of interest is ethnic fractionalization. In the analysis, 

two different measures of diversity have been used: fractionalization and 

polarization. The fractionalization measure has three indicators namely: ethnic, 

linguistic, and religious fractionalization. In the table given below, ethnic 

fractionalization measures of diversity have been used. The results reveal that the 

coefficient of ethnic fractionalization has a negative sign and it is statistically 
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significant as well. It means ethnic fractionalization has negative implications for 

social cohesion and this finding is consistent with the literature that considers 

diversity as a threat to social cohesion. It may be due to the reason that people 

prefer to have dealings and social relations with people who belong to their clan, 

tribe, caste, ethnic group, so it may lead to a reduction in social cohesion. (see for 

example Alesina and Ferrara, 2002; Anderson and Paskeviciute, 2006; Delhey 

and Newton, 2005; Dincer, 2011; Easterly et al., 2006; Harell and Stolle, 2008; 

Hawes and Rocha, 2011; Hero and Preuhs, 2007; Kesler and Bloemraad, 2010; 

Putnam, 2007). 

 

The next variable is gender equality which has been used as a proxy to 

represent the extent to which a society has an environment of fair treatment for 

different segments of the society. The coefficient of this variable is positive and 

statistically significant as well. It means that if a society is ensuring fair treatment 

for all segments/sections of the society, there may be fewer conflicts and such 

society may be more cohesive. 

 

The next variable is the per capita income level, this variable has a positive 

and statistically significant coefficient. It indicates that if there is an increase in 

average income level, it will lead to an increase in social cohesion. It may be due 

to the reason that when average income level increases, the average living 

standard increases. When an individual has more income, he/she may have a more 

social life as he/she can participate in the various meetings, can have a 

membership of various organizations, and can attend various functions. The 

positive relation between social cohesion and economic growth/wellbeing has 

been documented by (Boarini et al., 2018; Delhey and Dragolov, 2016). 

 

The next variable is the education level measured by average years of total 

schooling; this variable has no significant impact on social cohesion. It may be 

due to the reason that social cohesion may be affected by the quality of education 

rather than quantity. By quality education we mean that the education that is 

meaningful, relevant, and responsive to the needs of individuals and the society. 

As the increase in total years of schooling does not guarantee quality education 

is taking place thus it may have insignificant impact. 

 

The next variable is income inequality which indicates the presence of 

relative deprivation in the society. This variable bears a negative sign and the 

variable is statistically significant as well. It indicates that if there is an increase 

in income inequality, as a result of an increase in inequality, there will be a 

decrease in social cohesion. It may be due to the reason that relative deprivation 

may create perception of grievances and may create a gulf between have and have 

nots which consequently may lead to attitude of hatred towards another group. It 
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is as per expectation in the light of existing literature, which suggests that social 

cohesion is affected negatively by the increase in socio-economic deprivation. 

The negative impact of inequality on social cohesion is highlighted in the 

literature (see for example (Green et al., 2006).  

 

Table 4.3.1 

Over all Institutional Quality Regression with Ethnic Diversity 

 Coef. St.Err. t-value 
p- 

value 

[95% Conf 

Interval] 
Sig 

Institutional 

Quality 
0.153 0.044 3.48 0.001 0.066 0.239 *** 

Ethnic 

Diversity 
-0.524 0.117 -4.50 0.000 -0.754 -0.295 *** 

Gender 

Equality 
0.389 0.082 4.77 0.000 0.229 0.550 *** 

Income 0.128 0.036 3.55 0.000 0.057 0.199 *** 

Education -0.001 0.008 -0.11 0.915 -0.017 0.015  

Income 

Inequality 
-0.005 0.001 -3.27 0.001 -0.008 -0.002 *** 

Globalization -0.003 0.001 -3.24 0.001 -0.005 -0.001 *** 

Constant -0.036 0.202 -0.18 0.860 -0.433 0.361  
 

R-squared 0.683 Number of obs 333.000 

Hausman test   Chi2  37.63    Prob  0.000*** 

Institutional Quality 

*Ethnic Diversity 
0.264 0.086 3.05 0.003 0.093 0.434 *** 

Gender Equality 0.384 0.081 4.73 0.000 0.224 0.544 *** 

Income 0.132 0.036 3.65 0.000 0.061 0.204 *** 

Education -0.001 0.008 -0.16 0.874 -0.018 0.015  

Income Inequality -0.004 0.001 -3.05 0.003 -0.007 -0.002 *** 

Globalization -0.003 0.001 -3.19 0.002 -0.006 -0.001 *** 

Constant -0.487 0.196 -2.48 0.014 -0.872 -0.101 ** 
 

R-Squared  0.682 Number of obs  333.000 
 

Low Institutional 

Quality-Low  

Ethnic Diversity 

-0.024 0.022 -1.12 0.262 -0.067 0.018  

Low Institutional  

quality-high  

Ethnic Diversity 

-0.246 0.050 -4.90 0.000 -0.345 -0.147 *** 

High Institutional  

quality-Low  

Ethnic Diversity 

Base . . . . .  

High Institutional  

quality-High  

Ethnic diversity 

-0.012 0.019 -0.61 0.541 -0.050 0.026  

Gender Equality 0.387 0.083 4.64 0.000 0.222 0.551 *** 

Income 0.136 0.036 3.82 0.000 0.066 0.206 *** 

Education -0.003 0.008 -0.37 0.711 -0.019 0.013  

Income inequality -0.005 0.002 -3.31 0.001 -0.008 -0.002 *** 

Globalization -0.003 0.001 -2.82 0.005 -0.005 -0.001 *** 

Constant -0.190 0.198 -0.96 0.339 -0.580 0.200  
 

R-Squared  0.688 Number of obs  336.000 

*** p<0.01, ** p<0.05, * p<0.1 
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Inequality can increase social skirmish (Alesina and Perotti, 1996) and 

tension (Wilkinson, 1997) in the society that can have intimidating effects on 

communal trust and civic collaboration and can upsurge insightfulness of 

deprivation amid masses (Green et al. 2010). The last regressor in this table is 

globalization, the coefficient of this variable is negative, and the variable is 

statistically significant. It means that if there is an increase in overall globalization 

there will be a decrease in social cohesion. The possible reason may be that the 

process of globalization itself and associated changes are harmful for social 

cohesion. Globalization may affect social cohesion via different channels like 

income inequality might increase as a result of globalization due to skill-biased 

technological change, induced wage inequality may increase, more polarization 

may take place, there nay an increase in the demand for skilled labor and unskilled 

labor may become jobless, there may be an increase in wage dispersion (see for 

example (Barba et al., 1998; Berman and Machin, 2000; Robbins, 1996; 

Vivarelli, 2004) which harms social cohesion. 

 

In the same table in the second specification, the interaction term5 of 

overall institutional quality and ethnic diversity has been used in order to check 

the situation of social cohesion in an environment where the ethnic diversity co-

exists with better overall institutional quality. The coefficient of this interaction 

term is positive and the variable is statistically significant as well, which 

represents an interesting finding i.e. ethnic fractionalization in the presence of a 

better overall institutional quality environment is no more threat to social 

cohesion. It turns out positive which means that if there are good quality 

institutions present, then not only the negative effects are offset but 

fractionalization can be put to use to enhance social cohesion. The rest of the 

variables have similar effects as in the previous regression given in the table.  

 

In order to have further insights into the interactive relationship between 

overall institutions’ quality and ethnic fractionalization, an interactive categorical 

variable6 has been developed and used in the regression presented as the third 

specification in the Table 4.3.1. The coefficient of the interaction of low 

institutions quality7 and low ethnic diversity8 is negative, however, it is 

statistically insignificant which means that coexistence of low ethnic diversity 

and low institutions quality has no threat for social cohesion in relation to base 

category (a situation where society has low ethnic diversity and high institutions 

 
5 This interaction term is simply the productive term. 
6 There are four possible categories as: 1. Low Institutional Quality-Low Ethnic Diversity, 2. Low Institutional 

Quality-High Ethnic Diversity, 3. High Institutional Quality-Low Ethnic Diversity, 4. High Institutional Quality-

High Ethnic diversity. 
7 By low institutional quality, it is meant that the value of institutional quality variable is equal to or lower than 

average value of the variable of all countries.  
8 By low ethnic diversity we mean that the value of this variable is equal to or lower than average value of this 

variable of all countries. 
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quality). The next coefficient of the interaction of low institutions’ quality and 

high ethnic diversity9 is negative and statistically significant. It indicates that a 

society where there is a coexistence of high ethnic diversity and low institutional 

quality will be having the low level of social cohesion as compared to a society 

where there is low ethnic diversity, and high institutional quality10 (base 

category). It may be due to the reason that in a highly ethnically fractionalized 

society with low institutional quality, people will feel less protected in all spheres 

of life, and resultantly there may be fewer social interactions. The next coefficient 

of the interaction of high institutions quality and high ethnic diversity is though 

negative but it is statistically insignificant, which indicates that the negative effect 

of the presence of high ethnic fractionalization on social cohesion is offset with 

the coexistence of the high-quality institutions as compared to base category. The 

rest of the variables are the same as in the previous regression with the similar 

impact. 

 

After investigating the contrivance among ethnic diversity, institutions 

quality, and social cohesion, in Table 4.3.2. Ethnic fractionalization has been 

replaced with linguistic fractionalization and the rest of the variables have been 

retained. The coefficient of the linguistic fractionalization is negative and 

statistically significant. It means linguistic fractionalization has negative 

implications for social cohesion and this finding is consistent with the literature 

that considers diversity as a threat to social cohesion. It may be due to the reason 

that people prefer to have dealings and social relations with people who belong 

to their clan, tribe, caste, ethnic group, and speak the same language, so it may 

lead to a reduction in social cohesion. (Alesina and Ferrara, 2002; Anderson and 

Paskeviciute, 2006; Delhey and Newton, 2005; Dincer, 2011; Easterly et al., 

2006; Harell and Stolle, 2008; Hawes and Rocha, 2011; Hero and Preuhs, 2007; 

Kesler and Bloemraad, 2010; Putnam, 2007). 

 

In the same table, in the second specification interaction term of institutions 

quality and linguistic diversity have been used in order to check the situation of 

social cohesion in an environment where the language diversity co-exists with 

better institutional quality. The coefficient of this interaction term is positive and 

the variable is statistically significant as well, which represents an interesting 

finding i.e. linguistic fractionalization in the presence of better quality of 

institutions is no more threat to social cohesion. It turns out positive which means 

that if there are good quality institutions present, then the negative effects are not 

only offset but fractionalization can be put to use to enhance social cohesion. The 

 
9 By high ethnic diversity we mean that the value of this variable is higher than average value of this variable of 

all countries. 
10 By high institutional quality we mean that the value of this variable is higher than average value of this variable 

of all countries. (similar is the case for upcoming analysis where ever such classification has been used.)  
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rest of the variables have a similar effect as in the previous regression given in 

the table.  

 

In order to have further insights into the interactive relationship between 

institutional quality and linguistic fractionalization, an interactive categorical 

variable has been developed and used in the regression presented as the third 

specification in the Table 4.3.. The coefficient of the interaction of low 

institutions quality and low linguistic diversity is negative; however, it is 

statistically insignificant which means that coexistence of low linguistic diversity 

and low institutions quality has no threat to social cohesion as compared to the 

base category (a situation where a society has low linguistic diversity and high 

institutions quality). 
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Table 4.3.2 

Over all Institutional Quality Regression with Linguistic Diversity 

 Coef. St.Err. t-value 
p- 

value 

[95% Conf 

Interval] 
Sig 

Institutional Quality 0.138 0.044 3.17 0.002 0.052 0.223 *** 

Linguistic Diversity -1.260 0.271 -4.64 0.000 -1.794 -0.725 *** 

Gender Equality 0.394 0.082 4.79 0.000 0.232 0.556 *** 

Income 0.131 0.036 3.59 0.000 0.059 0.202 *** 

Education -0.004 0.008 -0.51 0.614 -0.019 0.011  

Income inequality -0.005 0.001 -3.21 0.002 -0.008 -0.002 *** 

Globalization -0.003 0.001 -3.10 0.002 -0.005 -0.001 *** 

Constant 0.326 0.239 1.36 0.174 -0.145 0.797  

 

R-squared 0.688 Number of obs 327.000 

Hausman test   Chi2  36.96   Prob  0.000*** 

Institutional 

Quality*Linguistic 

Diversity 

0.320 0.100 3.20 0.002 0.123 0.517 *** 

Gender Equality 0.393 0.081 4.88 0.000 0.234 0.551 *** 

Income 0.129 0.036 3.62 0.000 0.059 0.199 *** 

Education -0.003 0.008 -0.32 0.748 -0.019 0.013  

Income Inequality -0.004 0.001 -3.08 0.002 -0.007 -0.002 *** 

Globalization -0.004 0.001 -3.40 0.001 -0.006 -0.002 *** 

Constant -0.457 0.190 -2.41 0.017 -0.830 -0.083 ** 

 

R-squared 0.692 Number of obs 327.000 

 

Low Institutional 

Quality-Low 

Linguistic Diversity 

-0.022 0.018 -1.23 0.219 -0.058 0.013  

Low Institutional 

quality-high 

Linguistic Diversity 

-0.116 0.038 -3.06 0.002 -0.191 -0.042 *** 

High Institutional 

Quality-Low 

Linguistic Diversity 

0.000 . . . . .  

High Institutional 

Quality-High 

Linguistic Diversity 

-0.042 0.044 -0.96 0.337 -0.128 0.044  

Gender Equality 0.391 0.084 4.68 0.000 0.226 0.555 *** 

Income 0.129 0.035 3.70 0.000 0.060 0.198 *** 

Education -0.002 0.008 -0.27 0.788 -0.019 0.014  

Income inequality -0.005 0.002 -3.46 0.001 -0.008 -0.002 *** 

Globalization -0.003 0.001 -2.81 0.005 -0.005 -0.001 *** 

Constant -0.274 0.212 -1.29 0.199 -0.692 0.145  

 

R-squared 0.690 Number of obs 336.000 

*** p<0.01, ** p<0.05, * p<0.1 
 

The next coefficient of the interaction of low institutions’ quality and high 

linguistic diversity is negative and statistically significant as well. It indicates that 

a society where there is the coexistence of high linguistic diversity and low 

institutional quality will be having a low level of social cohesion as compared to 

a society where there are low linguistic diversity and high legal institutions 

quality (base category). The next coefficient of the interaction of high institutions 

quality and high linguistic diversity is though negative but it is statistically 
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insignificant, which indicates that the negative effect of the presence of high 

linguistic fractionalization on social cohesion is offset with the coexistence of 

high-quality institutions as compared to base category. The rest of the variables 

are the same as in the previous regression with the similar impact. 

 

After investigating the impact of linguistic fractionalization on social 

cohesion in the presence of institutions quality, in the next Table 4.3.3, the 

linguistic fractionalization has been replaced with religious fractionalization, 

while other variables are the same as in previous regressions. Interestingly 

religious fractionalization has a positive impact on social cohesion and it is 

consistent with the literature which suggests that diversity can help to build social 

cohesion due to the reason that people learn to live together in a diverse 

environment, we have found fractionalization on religious grounds is an asset not 

a threat to social cohesion (Tolsma et al., 2009). 

 
Table 4.3.3 

Over all Institutional Quality Regression with Religious Diversity 

 Coef. St.Err. t-value 
p- 

value 

[95% Conf 

Interval] 
Sig 

Institutional 

Quality 

0.153 0.044 3.48 0.001 0.066 0.239 *** 

Religious 

Diversity 

0.431 0.096 4.49 0.000 0.242 0.620 *** 

Gender 

Equality 

0.389 0.082 4.76 0.000 0.228 0.550 *** 

Income 0.128 0.036 3.55 0.000 0.057 0.199 *** 

Education -0.001 0.008 -0.11 0.915 -0.017 0.015  

Income 

inequality 

-0.005 0.001 -3.26 0.001 -0.008 -0.002 *** 

Globalization -0.003 0.001 -3.23 0.001 -0.005 -0.001 *** 

Constant -0.556 0.198 -2.80 0.005 -0.947 -0.165 *** 

 

R-squared  0.684 Number of obs  334.000 

Hausman test   Chi2  30.45   Prob  0.000*** 

*** p<0.01, ** p<0.05, * p<0.1 
 

After investigating the contrivance among various fractionalization measures 

(ethnic, linguistic, and religious) institutions quality, and social cohesion. Now 

we are going to investigate the impact of polarization measures (ethnic and 

religious) in the presence of overall institutional quality. In Table 4.3.4 

fractionalization has been replaced with ethnic polarization and the rest of the 

variables are the same. The coefficient of ethnic polarization is negative and 

statistically significant. It means if there is an increase in ethnic polarization it 

will have negative implications for social cohesion. It is an interesting finding 

which indicates that on one hand fractionalization is a threat to social cohesion 

but on the other hand polarization is even more threat to social cohesion as the 

coefficient of ethnic polarization is greater than ethnic fractionalization. 
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In the same table, the results of the second specification are presented in this 

an interaction term of institutions’ quality and ethnic polarization has been used 

in order to check the situation of social cohesion in an environment where the 

ethnic polarization co-exists with institutional quality. The coefficient of this 

interaction term is positive and the variable is statistically significant as well, 

which represents an interesting finding i.e. ethnic polarization in the presence of 

better quality of institutions’ is no more threat to social cohesion. It turns out 

positive which means that if there are good quality institutions present, then not 

only the negative effects are offset but polarization can be put to use to enhance 

social cohesion. The rest of the variables have similar effects as in the previous 

regression given in the table.  

 

In order to have further insights into the interactive relationship between 

institutions’ quality and ethnic polarization, an interactive categorical variable 

has been developed and used in the third specification presented in the table. The 

coefficient of the interaction of low institutions quality and low ethnic 

polarization is negative; however, it is statistically insignificant which means that 

coexistence of low ethnic polarization and low level of institutional quality has 

no significant impact on social cohesion as compared base category. 
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Table 4.3.4 

over all Institutional Quality Regression with Ethnic Polarization 

 Coef. St.Err. t-value 
p- 

value 

[95% Conf 

Interval] 
Sig 

Institutional 

Quality 
0.153 0.044 3.48 0.001 0.066 0.239 *** 

Ethnic 

Diversity 
-2.260 0.503 -4.49 0.000 -3.252 -1.269 *** 

Gender 

Equality 
0.389 0.082 4.76 0.000 0.228 0.550 *** 

Income 0.128 0.036 3.55 0.000 0.057 0.199 *** 

Education -0.001 0.008 -0.11 0.915 -0.017 0.015  

Income 

Inequality 
-0.005 0.001 -3.26 0.001 -0.008 -0.002 *** 

Globalization -0.003 0.001 -3.23 0.001 -0.005 -0.001 *** 

Constant 1.338 0.416 3.21 0.001 0.518 2.159 *** 

 

R-squared 0.684 Number of obs 334.000 

Hausman test   Chi2  31.72   Prob  0.000*** 

Institutional Quality 

*Ethnic Diversity 
0.242 0.071 3.39 0.001 0.101 0.383 *** 

Gender Equality 0.383 0.080 4.78 0.000 0.225 0.541 *** 

Income 0.140 0.036 3.85 0.000 0.068 0.211 *** 

Education -0.002 0.008 -0.24 0.809 -0.018 0.014  

Income Inequality -0.005 0.001 -3.31 0.001 -0.008 -0.002 *** 

Globalization -0.003 0.001 -3.32 0.001 -0.006 -0.001 *** 

Constant -0.515 0.198 -2.60 0.010 -0.906 -0.124 ** 

 

R-squared 0.684 Number of obs 334.000 

 

Low Institutional 

Quality-Low  

Ethnic Diversity 

-0.024 0.031 -0.78 0.434 -0.085 0.036  

Low Institutional  

quality-high  

Ethnic Diversity 

-0.112 0.049 -2.26 0.025 -0.209 -0.014 ** 

High Institutional  

quality-Low  

Ethnic Diversity 

Base . . . . .  

High Institutional  

quality-High  

Ethnic diversity 

-0.059 0.053 -1.12 0.262 -0.164 0.045  

Gender Equality 0.384 0.083 4.60 0.000 0.220 0.549 *** 

Income 0.140 0.037 3.78 0.000 0.067 0.213 *** 

Education -0.003 0.008 -0.33 0.740 -0.019 0.014  

Income inequality -0.005 0.002 -3.42 0.001 -0.008 -0.002 *** 

Globalization -0.003 0.001 -2.90 0.004 -0.005 -0.001 *** 

Constant -0.338 0.235 -1.44 0.151 -0.801 0.125  

 

R-squared 0.687 Number of obs 336.000 

*** p<0.01, ** p<0.05, * p<0.1 
 

The next coefficient of the interaction of low institutions’ quality and high 

ethnic polarization is negative and statistically significant as well. It indicates that a 

society where there is the coexistence of high ethnic polarization and low 

institutional quality will be having a low level of social cohesion as compared to a 

society where there are low ethnic polarization and high institutional quality (base 
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category). The next coefficient of the interaction of high institutions quality and high 

ethnic polarization is negative but it is statistically insignificant, which indicates that 

the negative effect of the presence of high ethnic polarization on social cohesion is 

offset with the coexistence of high-quality institutions as compared to base category. 

The rest of the variables are the same as in the previous regression with the similar 

impact. 

 

After investigating the impact of ethnic polarization on social cohesion in the 

presence of institutions quality, in the next table, the ethnic polarization has been 

replaced with religious polarization, while other variables are the same as in previous 

regressions. The coefficient of religious polarization is negative and statistically 

significant. It means if there is an increase in religious polarization it will have 

negative implications for social cohesion. It is an interesting finding which is in 

contradiction with religious fractionalization as religious fractionalization has been 

found beneficial for social cohesion but religious polarization has been found a threat 

to social cohesion. It indicates that if there are very large-sized religious polarized 

groups, they will disturb the social harmony in the society. 

 

In the Table 4.3.5, in the second specification, an interaction term of 

institutional quality and religious polarization has been used in order to check the 

situation of social cohesion in an environment where the religious polarization co-

exists with institutional quality. The coefficient of this interaction term is positive 

and the variable is statistically significant as well, which represents an interesting 

finding i.e. religious polarization in the presence of better quality of institutions is 

no more threat to social cohesion. It turns out positive which means that if there are 

good quality institutions present, then not only the negative effects are offset but 

polarization can be put to use to enhance social cohesion. The rest of the variables 

have similar effects as in the previous regression given in the table. 

 

In order to have further insights into the interactive relationship between 

institutional quality and religious polarization, an interactive categorical variable has 

been developed and used in the regression presented as the third specification in the 

table. The coefficient of the interaction of low institutions quality and low religious 

polarization is positive however it is statistically insignificant. The coefficient of the 

interaction of low institutional quality and high religious polarization is negative and 

it is statistically significant as well. It indicates that a high level of religious 

polarization is dangerous for social cohesion if the overall institutional quality is 

low. 

 

The next coefficient of the interaction of high institutional quality and high 

religious polarization is positive and statistically significant, which is quite 

interesting as it is in contradiction with similar interactions in previous regressions, 

where it was negative. It indicates that the negative effect of the presence of high 

religious polarization on social cohesion is not only offset with the coexistence of 
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high-quality institutions but it is also beneficial for social cohesion as compared to 

the base category. The rest of the variables are the same as in the previous regression 

with the similar impact. 

 
Table 4.3.5 

over all Institutional Quality Regression with Religious Polarization 

 Coef. St.Err. t-value 
p- 

value 
[95% Conf 
Interval] 

Sig 

Institutional 
Quality 

0.153 0.044 3.48 0.001 0.066 0.239 *** 

Ethnic 
Diversity 

-
388.242 

86.437 -4.49 0.000 -558.521 -217.964 *** 

Gender 
Equality 

0.389 0.082 4.76 0.000 0.228 0.550 *** 

Income 0.128 0.036 3.55 0.000 0.057 0.199 *** 
Education -0.001 0.008 -0.11 0.915 -0.017 0.015  

Income 
Inequality 

-0.005 0.001 -3.26 0.001 -0.008 -0.002 *** 

Globalization -0.003 0.001 -3.23 0.001 -0.005 -0.001 *** 
Constant 371.547 82.792 4.49 0.000 208.448 534.646 *** 

 
R-squared 0.684 Number of obs 334.000 

Hausman test   Chi2 

Institutional Quality 
*Ethnic Diversity 

0.264 0.090 2.93 0.004 0.086 0.441 *** 

Gender Equality 0.379 0.080 4.73 0.000 0.221 0.538 *** 
Income 0.127 0.036 3.54 0.000 0.056 0.198 *** 

Education 0.001 0.009 0.08 0.934 -0.016 0.017  
Income Inequality -0.004 0.001 -2.99 0.003 -0.007 -0.001 *** 

Globalization -0.004 0.001 -3.43 0.001 -0.006 -0.002 *** 
Constant -0.471 0.191 -2.46 0.015 -0.849 -0.094 ** 

 

R-squared 0.682 Number of obs 334.000 
 

Low Institutional 
Quality-Low  

Ethnic Diversity 
0.133 0.095 1.41 0.160 -0.053 0.319  

Low Institutional  
quality-high  

Ethnic Diversity 
-0.039 0.020 -1.97 0.050 -0.078 0.000 * 

High Institutional  
quality-Low  

Ethnic Diversity 
Base . . . . .  

High Institutional  
quality-High  

Ethnic diversity 
0.185 0.093 1.99 0.048 0.002 0.368 ** 

Gender Equality 0.387 0.084 4.62 0.000 0.222 0.553 *** 
Income 0.132 0.036 3.66 0.000 0.061 0.204 *** 

Education -0.002 0.008 -0.23 0.816 -0.019 0.015  
Income inequality -0.005 0.002 -3.38 0.001 -0.008 -0.002 *** 

Globalization -0.003 0.001 -2.88 0.004 -0.005 -0.001 *** 
Constant -0.544 0.288 -1.89 0.060 -1.110 0.023 * 

 
R-squared 0.686 Number of obs 336.000 

*** p<0.01, ** p<0.05, * p<0.1 
After investigating the impact of various measures of diversity with the 

coexistence of institutions’ quality on social cohesion, now we are going to 

investigate the impact of the coexistence of the institutional quality and income 

inequality on social cohesion. For this purpose, interaction term of institutions 
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quality and income inequality has been used in order to check the situation of 

social cohesion in an environment where the income inequality co-exists with 

institutional quality. The coefficient of this interaction term is positive and the 

variable is statistically significant as well, which represents an interesting finding 

i.e. income inequality in the presence of better quality of institutions is no more 

threat to social cohesion. The rest of the variables have similar effects as in the 

previous regression.  

 

In order to have further insights into the interactive relationship between 

institutional quality and income inequality, an interactive categorical variable has 

been developed and used in the regression presented in the Table 4.3.6. The 

coefficient of the interaction of low institutions quality and low-income 

inequality is negative; however, it is statistically insignificant. The next 

coefficient of the interaction of low institutional quality and high-income 

inequality is negative and statistically highly significant as well. It indicates that 

a society where there is a coexistence of high-income inequality and low 

institutional quality will be having low level of social cohesion as compared to a 

society where there are low religious polarization and high institutions quality 

(base category). So, a society with high-income inequality and low quality of 

institutions may not be a socially harmonized society due to the reason that it may 

create a cleavage between having and have not. 

 

  



75 

 

 

 

Table 4.3.6 

over all Institutions Quality and Income Inequality Interaction 

 Coef. St.Err. t-value 
p- 

value 

[95% Conf 

Interval] 
Sig 

Institutional 

Quality*Income 

Inequality 

0.004 0.001 3.89 0.000 0.002 0.006 *** 

Gender Equality 0.388 0.081 4.79 0.000 0.229 0.548 *** 

Income 0.133 0.035 3.81 0.000 0.064 0.202 *** 

Education -0.001 0.008 -0.11 0.912 -0.017 0.015  

Income Inequality -0.008 0.002 -4.99 0.000 -0.011 -0.005 *** 

Globalization -0.004 0.001 -3.49 0.001 -0.006 -0.002 *** 

Constant -0.358 0.193 -1.86 0.065 -0.737 0.022 * 

 

R-squared 0.688 Number of obs 334.000 

 

Low Institutional 

quality-Low Income 

Inequality 

-0.014 0.019 -0.74 0.458 -0.052 0.023  

Low Institutional 

quality-high Income 

Inequality 

-0.073 0.019 -3.80 0.000 -0.110 -0.035 *** 

High Institutional 

quality-Low Income 

inequality 

Base . . . . .  

High Institutional 

quality-High Income 

inequality 

-0.021 0.020 -1.04 0.298 -0.060 0.018  

Gender Equality 0.266 0.069 3.85 0.000 0.130 0.401 *** 

Income 0.048 0.024 2.05 0.041 0.002 0.095 ** 

Education 0.012 0.008 1.57 0.118 -0.003 0.027  

Globalization -0.002 0.001 -2.29 0.023 -0.004 0.000 ** 

Constant -0.053 0.132 -0.40 0.686 -0.314 0.207  

 

R-squared 0.667 Number of obs 409.000 

*** p<0.01, ** p<0.05, * p<0.1 
 

After investigating the impact of the coexistence of the institutional quality 

and income inequality on social cohesion, now we are going to investigate this 

phenomenon for globalization. For this purpose, interaction term of institutions 

quality and globalization has been used to check the situation of social cohesion 

in an environment, where the globalization co-exists with institutional quality. 

The coefficient of this interaction term is positive and the variable is statistically 

significant as well, it indicates that in the presence of better quality of institutions, 

globalization is no more threat to social cohesion. The rest of the variables has a 

similar effect as in the previous regression given in the table. 
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Table 4.3.7 

over all Institutions Quality and Globalization Interaction 

 Coef. St.Err. t-value 
p- 

value 

[95% Conf 

Interval] 
Sig 

Institutional 

Quality*Globalization 
0.003 0.001 3.67 0.000 0.001 0.004 *** 

Gender Equality 0.371 0.077 4.80 0.000 0.219 0.523 *** 

Income 0.128 0.035 3.69 0.000 0.059 0.196 *** 

Education -0.003 0.008 -0.38 0.702 -0.019 0.013  

Income Inequality -0.005 0.001 -3.45 0.001 -0.008 -0.002 *** 

Globalization -0.005 0.001 -4.53 0.000 -0.008 -0.003 *** 

Constant -0.334 0.188 -1.78 0.077 -0.705 0.037 * 

 

R-squared 0.686 Number of obs 334.000 

 

Low Institutional 

quality-Low 

Globalization 

-0.073 0.021 -3.50 0.001 -0.114 -0.032 *** 

Low Institutional 

quality-high 

Globalization 

-0.060 0.019 -3.12 0.002 -0.099 -0.022 *** 

High Institutional 

quality-Low 

Globalization 

Base . . . . .  

High Institutional 

quality-High 

Globalization 

-0.023 0.014 -1.62 0.106 -0.052 0.005  

Gender Equality 0.403 0.080 5.01 0.000 0.244 0.561 *** 

Income 0.105 0.032 3.25 0.001 0.041 0.168 *** 

Education -0.018 0.007 -2.66 0.008 -0.031 -0.005 *** 

Income Inequality -0.006 0.001 -4.05 0.000 -0.009 -0.003 *** 

Constant -0.195 0.184 -1.06 0.291 -0.557 0.168  

 

R-squared 0.685 Number of obs 349.000 

*** p<0.01, ** p<0.05, * p<0.1 
 

To have further insights into the interactive relationship between 

institutional quality and globalization, an interactive categorical variable has been 

developed and used in the regression presented in the table below. The coefficient 

of interaction of low institutions quality and low globalization is negative and it 

is statistically significant as well which means that coexistence of low 

globalization and low legal institutions quality has negative impact on social 

cohesion as compared to a situation where a society has low level of globalization 

and high institutions quality (base category). The next coefficient of interaction 

of low institutions quality and high globalization is negative and statistically 

significant as well. It indicates that in order to mitigate the negative effects of 

globalization, high quality legal institutions are needed. The next coefficient of 

interaction of high institutions quality and high globalization is negative and 

statistically insignificant. It indicates that the negative effects of globalization are 

offset with the coexistence of high-quality institutions. The rest of the variables 

are same as in the previous regression with similar impact. 
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4.3.2 Regression Analysis of Political Institutions Quality  
 

In Table 4.3.8, the results of the three specifications are reported. In the 

first specification, the quality of political institutions is the variable of major 

interest along with income inequality, globalization, per capita income, 

education, and one of the measures of diversity “ethnic fractionalization.” The 

coefficient of quality of political institutions variable is positive and statistically 

significant, it means that if there is an increase in the quality of political 

institutions there will be an increase in social cohesion. It may be due to the reason 

that political institutions of a country play a vital role. It is determined by the 

political institutions, how the government is elected and which part of the 

government has to do what. They decide who has the power in the country and 

up to what extent that power may be used. They form the balance of power and 

define what is feasible politically. They regulate the constraints on and the 

enticements of the key actors (Acemoglu and Robinson, 2012). Political 

institutions are responsible for making laws, rules, and regulations for the 

protection of life, respect, property, and enforcement of contracts. If the quality 

of political institutions is increased it means they are working effectively and such 

laws, rules, and regulations are made under which people feel they are protected, 

their self-respect is ensured, property rights of the concerned people are 

guaranteed and the enforcement of the contracts made among various 

people/groups is ensured, it may lead to a society where there are no/fewer 

conflicts or conflicts are managed, such society may be a more cohesive society 

and better place to live in. 

 

The next variable is diversity, in the analysis, two different measures of 

diversity have been used: fractionalization and polarization. The fractionalization 

measure has three indicators namely: ethnic, linguistic, and religious 

fractionalization. In the Table 4.3.8 ethnic fractionalization measure of diversity 

has been. The results reveal that the coefficient of ethnic fractionalization has a 

negative sign and it is statistically significant as well. It means ethnic 

fractionalization has negative implications for social cohesion and this finding is 

consistent with the literature that considers diversity as a threat to social cohesion. 

It may be due to the reason that people prefer to have dealings and social relations 

with people who belong to their clan, tribe, caste, ethnic group, so it may lead to 

a reduction in social cohesion. (Alesina and Ferrara, 2002; Anderson and 

Paskeviciute, 2006; Delhey and Newton, 2005; Dincer, 2011; Easterly et al., 

2006; Harell and Stolle, 2008; Hawes and Rocha, 2011; Hero and Preuhs, 2007; 

Kesler and Bloemraad, 2010; Putnam, 2007). 

 

The next variable is gender equality which has been used as a proxy to 

represent the extent to which a society has an environment of fair treatment for 
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different segments of the society. The coefficient of this variable is positive and 

statistically significant as well. It means that if a society is ensuring fair treatment 

for all segments/sections of the society, it will be a more cohesive society. 

 

The next variable is the per capita income level, this variable has a positive 

and statistically significant coefficient. It indicates that if there is an increase in 

income level, it will lead to an increase in social cohesion. It may be due to the 

reason that when an individual has more income, he/she may have a more social 

life as he/she can participate in various meetings, can have a membership of 

various organizations, and can attend various functions. So, it may lead to higher 

level of social cohesion. The Positive relation between social cohesion and 

economic growth/wellbeing has been documented by (Boarini  

et al., 2018; Delhey and Dragolov, 2016). 
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Table 4.3.8 

Political Institutional Quality Regression with Ethnic Diversity 

 Coef. St.Err. t-value 
p- 

value 

[95% Conf 

Interval] 
Sig 

Political Institutions 

Quality 
0.350 0.071 4.96 0.000 0.211 0.489 *** 

Ethnic Diversity -0.369 0.117 -3.14 0.002 -0.601 -0.138 *** 

Gender Equality 0.386 0.075 5.16 0.000 0.239 0.534 *** 

Income 0.115 0.034 3.38 0.001 0.048 0.182 *** 

Education 0.001 0.008 0.08 0.935 -0.015 0.016  

Income inequality -0.004 0.001 -2.90 0.004 -0.007 -0.001 *** 

Globalization -0.003 0.001 -2.98 0.003 -0.005 -0.001 *** 

Constant -0.098 0.188 -0.52 0.603 -0.469 0.273  

 

R-squared 0.702 Number of obs 333.000 

 

Political Institutional 

Quality*Ethnic 

Diversity 

0.527 0.125 4.22 0.000 0.281 0.772 *** 

Gender Equality 0.387 0.075 5.18 0.000 0.240 0.534 *** 

Income 0.118 0.036 3.32 0.001 0.048 0.188 *** 

Education 0.000 0.008 -0.04 0.965 -0.017 0.016  

Income Inequality -0.004 0.001 -2.85 0.005 -0.007 -0.001 *** 

Globalization -0.003 0.001 -2.93 0.004 -0.005 -0.001 *** 

Constant -0.403 0.193 -2.09 0.038 -0.783 -0.023 ** 

 

R-squared 0.693 Number of obs 333.000 

 

Low Political 

Institutional quality-

Low Ethnic Diversity 

-0.008 0.030 -0.27 0.790 -0.067 0.051  

Low Political 

Institutional quality-

High Ethnic Diversity 

-0.234 0.051 -4.59 0.000 -0.334 -0.133 *** 

High Political 

Institutional quality-

Low Ethnic Diversity 

Base . . . . .  

High Political 

Institutional quality-

High Ethnic diversity 

-0.038 0.055 -0.69 0.491 -0.145 0.070  

Gender Equality 0.371 0.084 4.41 0.000 0.205 0.537 *** 

Income 0.137 0.038 3.59 0.000 0.062 0.212 *** 

Education -0.003 0.009 -0.37 0.711 -0.020 0.014  

Income inequality -0.005 0.002 -3.39 0.001 -0.008 -0.002 *** 

Globalization -0.003 0.001 -2.59 0.010 -0.005 -0.001 ** 

Constant -0.201 0.212 -0.95 0.344 -0.620 0.217  

 

R-squared 0.674 Number of obs 336.000 

*** p<0.01, ** p<0.05, * p<0.1 
 

The next variable is the education level measured by average years of total 

schooling; this variable has no significant impact on social cohesion. It may be 

due to the reason that social cohesion may be affected by the quality of education 

rather than quantity. By quality education we mean that the education that is 

meaningful, relevant, and responsive to the needs of individuals and the society. 

As the increase in total years of schooling does not guarantee quality education 
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is taking place thus it may have insignificant impact. The next variable is income 

inequality which indicates the presence of relative deprivation in the society. This 

variable bears a negative sign and variable is statistically significant as well. It 

indicates that if there is an increase in income inequality, as a result of an increase 

in inequality, there will be a decrease in social cohesion. It is as per expectation 

in the light of existing literature, which suggests that social cohesion is affected 

negatively by an increase in socio-economic deprivation. The negative impact of 

inequality on social cohesion is highlighted in the literature see for example 

(Green et al., 2006). Inequality can increase social skirmish (Alesina and Perotti, 

1996) and tension (Wilkinson, 1997) in the society that can have intimidating 

effects on communal trust and civic collaboration and can upsurge insightfulness 

of deprivation amid masses (Green et al. 2010). 

 

The last regressor in this specification is globalization, the coefficient of 

this variable is negative and the variable is statistically significant. It means that 

if there is an increase in overall globalization there will be a decrease in social 

cohesion. The possible reason may be that the process of globalization itself and 

associated changes can affect social cohesion. Globalization may affect social 

cohesion via different channels like income inequality might increase as a result 

of globalization due to skill-biased technological change, induced wage 

inequality, polarization, an increase in the demand for skilled labor, and increase 

in wage dispersion which harms social cohesion, see for example (Navaretti et 

al., 1998; Berman and Machin, 2000; Robbins, 1996; Vivarelli, 2004).  

 

In Table 4.3.8 the results of the second speciation are reported. In this 

specification, an interaction term of political-institutional quality and ethnic 

diversity has been used to check the situation of social cohesion in an 

environment where the ethnic diversity co-exists with better political institutional 

quality. The coefficient of this interaction term is positive and the variable is 

statistically significant as well, which represents an interesting finding i.e. ethnic 

fractionalization in the presence of better quality of political institutions is no 

more threat to social cohesion. It turns out positive which means that if there are 

good quality political institutions present, then not only the negative effects are 

offset but fractionalization can be put to use to enhance social cohesion. The rest 

of the variables have a similar effect as in the previous regression given in the 

table.  

 

In order to have further insights into the interactive relationship between 

political institutions’ quality and ethnic fractionalization, an interactive 

categorical variable has been developed and used in the regression presented in 

the third specification in Table 4.3.8. The coefficient of the interaction of low 

political institutions quality and low ethnic diversity is negative; however, it is 
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statistically insignificant which means that the coexistence of low ethnic diversity 

and low political institutions quality has no significant impact on social cohesion 

as compared to a situation where society has low ethnic diversity and high 

political institutions quality (base category). The next coefficient of the 

interaction of low political institutions’ quality and high ethnic diversity is 

negative and statistically significant as well. It indicates that a society where there 

is a coexistence of high ethnic diversity and low political institutional quality will 

be having a low level of social cohesion as compared to a society where there are 

low ethnic diversity and high political institutions quality (base category). It may 

be due to the reason that in a highly ethnically fractionalized society with low 

political institutional quality, people feel less protected in terms of property 

rights, self-respect, enforcement of the contracts made among various 

people/groups that may lead to a lower level of social cohesion. 

 

The next coefficient of the interaction of high political institutions quality 

and high ethnic diversity is though negative but it is statistically insignificant, 

which indicates that the negative effect of the presence of high ethnic 

fractionalization on social cohesion is offset with the coexistence of high-quality 

political institutions as compared to base category. The rest of the variables are 

the same as in the previous regression with a similar impact. 

 

After investigating the contrivance among ethnic fractionalization, 

political institutions quality, and social cohesion, in the Table 4.3.9. Ethnic 

fractionalization has been replaced with linguistic fractionalization and the rest 

of the variables have been retained. The coefficient of the linguistic 

fractionalization is negative and statistically significant. It means linguistic 

fractionalization has negative implications for social cohesion and this finding is 

consistent with the literature that considers diversity as a threat to social cohesion. 

It may be due to the reason that people prefer to have dealings and social relations 

with people who belong to their clan, tribe, caste, ethnic group, and speak the 

same language, so it may lead to a reduction in social cohesion. (Alesina and 

Ferrara, 2002; Anderson and Paskeviciute, 2006; Delhey and Newton, 2005; 

Dincer, 2011; Easterly et al., 2006; Harell and Stolle, 2008; Hawes and Rocha, 

2011; Hero and Preuhs, 2007; Kesler and Bloemraad, 2010; Putnam, 2007). 

 

In the Table 4.3.9 given above in the second specification, the interaction 

term of political institutions quality and linguistic diversity has been used in order 

to check the situation of social cohesion in an environment where the language 

diversity co-exists with better political institutional quality. The coefficient of this 

interaction term is positive and the variable is statistically significant as well, 

which represents an interesting finding i.e. linguistic fractionalization in the 

presence of better quality of political institutions is no more threat to social 
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cohesion. It turns out positive which means that if there are good quality political 

institutions present, then not only the negative effects are offset but 

fractionalization can be put to use to enhance social cohesion. The rest of the 

variables have a similar effect as in the previous regression given in the same 

Table.  
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Table 4.3.9 

Political Institutional Quality Regression with Linguistic Diversity 

 Coef. St.Err. t-value 
p- 

value 

[95% Conf 

Interval] 
Sig 

Political Institutions 

Quality 
0.330 0.071 4.63 0.000 0.190 0.471 *** 

Linguistic Diversity -0.906 0.274 -3.31 0.001 -1.445 -0.366 *** 

Gender Equality 0.391 0.076 5.16 0.000 0.242 0.540 *** 

Income 0.117 0.034 3.40 0.001 0.049 0.185 *** 

Education -0.002 0.008 -0.22 0.827 -0.017 0.014  

Income inequality -0.004 0.001 -2.87 0.004 -0.007 -0.001 *** 

Globalization -0.003 0.001 -2.88 0.004 -0.005 -0.001 *** 

Constant 0.167 0.226 0.74 0.460 -0.278 0.612  

 

R-squared 0.705 Number of obs 327.000 

Hausman test   Chi2  29.49    Prob  0.000*** 

Political Institutions 

Quality*Linguistic 

Diversity 

0.604 0.136 4.43 0.000 0.336 0.872 *** 

Gender Equality 0.402 0.074 5.45 0.000 0.257 0.548 *** 

Income 0.118 0.035 3.41 0.001 0.050 0.187 *** 

Education -0.003 0.008 -0.38 0.703 -0.019 0.013  

Income Inequality -0.004 0.001 -3.00 0.003 -0.007 -0.001 *** 

Globalization -0.003 0.001 -3.02 0.003 -0.005 -0.001 *** 

Constant -0.393 0.188 -2.10 0.037 -0.763 -0.024 ** 

 

R-squared 0.705 Number of obs 327.000 

 

Low Political 

Institutions quality-

Low Linguistic 

Diversity 

0.010 0.017 0.58 0.561 -0.024 0.043  

Low Political 

Institutions quality-

high Linguistic 

Diversity 

-0.083 0.042 -1.98 0.049 -0.165 0.000 ** 

High Political 

Institutions quality-

Low Linguistic 

Diversity 

Base . . . . .  

High Political 

Institutions quality-

High Linguistic 

Diversity 

-0.013 0.048 -0.26 0.795 -0.108 0.083  

Gender Equality 0.373 0.083 4.47 0.000 0.209 0.538 *** 

Income 0.139 0.037 3.76 0.000 0.066 0.212 *** 

Education -0.002 0.008 -0.30 0.766 -0.019 0.014  

Income inequality -0.006 0.002 -3.68 0.000 -0.009 -0.003 *** 

Globalization -0.003 0.001 -2.66 0.008 -0.005 -0.001 *** 

Constant -0.350 0.228 -1.54 0.125 -0.799 0.098  

 

R-squared 0.683 Number of obs 336.000 

*** p<0.01, ** p<0.05, * p<0.1 

 

To have further insights into the interactive relationship between political 

institutions’ quality and linguistic fractionalization, an interactive categorical 

variable has been developed and used in the regression presented as the third 
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specification in the same table. The coefficient of the interaction of low political 

institutions quality and low linguistic diversity is positive; however, it is 

statistically insignificant which means that the coexistence of low linguistic 

diversity and low political institutions quality has no significant impact on social 

cohesion as compared to a situation where society has low linguistic diversity and 

high political institutions quality (base category). The next coefficient of the 

interaction of low political institutions’ quality and high linguistic diversity is 

negative and statistically significant as well. It indicates that a society where there 

is a coexistence of high linguistic diversity and low political institutional quality 

will be having a low level of social cohesion as compared to a society where there 

are low linguistic diversity and high political institutions quality (base category). 

It may be due to the reason that in a highly linguistic fractionalized society with 

low political institutional quality, people feel less protected in terms of property 

rights, self-respect, enforcement of the contracts made among various 

people/groups that may lead to a lower level of social cohesion. The next 

coefficient of the interaction of high political institutions quality and high 

linguistic diversity is though negative but it is statistically insignificant, which 

indicates that the negative effect of the presence of high linguistic 

fractionalization on social cohesion is offset with the coexistence of high-quality 

political institutions as compared to base category. The rest of the variables are 

the same as in the previous regression with a similar impact. 

 

After investigating the impact of linguistic fractionalization on social cohesion in 

the presence of political institutions quality, in the next table, the linguistic 

fractionalization has been replaced with religious fractionalization, while other 

variables are the same as in previous regressions. Interestingly religious 

fractionalization has a positive impact on social cohesion and it is consistent with 

the literature which suggests that diversity can help to build social cohesion due 

to the reason that people learn to live together in a diverse environment, we have 

found fractionalization on religious grounds is an asset not a threat to social 

cohesion. It is consistent with the finding of (Tolsma et al., 2009). 
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Table 4.3.10 

Political Institutional Quality Regression with Religious Diversity 

 Coef. St.Err. t-value 
p- 

value 

[95% Conf 

Interval] 
Sig 

Political Institutions 

Quality 
0.350 0.071 4.95 0.000  0.211 0.489 *** 

Religious Diversity 0.304 0.097 3.14 0.002 0.113 0.494 *** 

Gender Equality 0.386 0.075 5.15 0.000 0.239 0.534 *** 

Income 0.115 0.034 3.37 0.001 0.048 0.182 *** 

Education 0.001 0.008 0.08 0.936 -0.015 0.017  

Income inequality -0.004 0.001 -2.90 0.004 -0.007 -0.001 *** 

Globalization -0.003 0.001 -2.98 0.003 -0.005 -0.001 *** 

Constant -0.465 0.188 -2.47 0.014 -0.836 -0.094 ** 

 

R-squared  0.702 Number of obs  334.000 

Hausman Test Chi2 31.84 Prob 0.000*** 

*** p<0.01, ** p<0.05, * p<0.1 

 

After investigating the contrivance among various fractionalization 

measures (ethnic, linguistic, and religious) political institutions quality, and social 

cohesion. Now we are going to investigate the impact of polarization measures 

(ethnic and religious) in the presence of political institutions’ quality. In Table 

4.3.11, in the first specification, the ethnic fractionalization has been replaced 

with ethnic polarization and the rest of the variables are the same? The coefficient 

of ethnic polarization is negative and statistically significant. It means if there is 

an increase in ethnic polarization it will have negative implications for social 

cohesion. It is an interesting finding which indicates that on one hand 

fractionalization is a threat to social cohesion but on the other hand polarization 

is even more threat to social cohesion as the coefficient of ethnic polarization is 

greater than ethnic fractionalization.  

 

In the second specification in the table given below, the interaction term of 

political institutions quality and ethnic polarization has been used in order to 

check the situation of social cohesion in an environment where the ethnic 

polarization co-exists with political institutional quality. The coefficient of this 

interaction term is positive and the variable is statistically significant as well, 

which represents an interesting finding i.e. ethnic polarization in the presence of 

better quality of political institutions is no more threat to social cohesion. It turns 

out positive which means that if there are good quality political institutions 

present, then not only the negative effects are offset but polarization can be put 

to use to enhance social cohesion. The rest of the variables have the similar effects 

as in the previous regression given in the table.  

 

In order to have further insights into the interactive relationship between 

political institutions’ quality and ethnic polarization, an interactive categorical 

variable has been developed and used in the regression presented in the third 

specification in the same table. The coefficient of the interaction of low political 
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institutions quality and low ethnic polarization is negative; however, it is 

statistically insignificant which means that the coexistence of low ethnic 

polarization and low political institutions quality has no significant impact on 

social cohesion as compared to a situation where society has low ethnic 

polarization and high political institutions quality (base category). The next 

coefficient of the interaction of low political institutions’ quality and high ethnic 

polarization is negative and statistically significant as well. It indicates that a 

society where there is a coexistence of high ethnic polarization and low political 

institutional quality will be having a low level of social cohesion as compared to 

a society where there are low ethnic polarization and high political institutions 

quality (base category).  

 

It may be due to the reason that in a highly ethnically polarized society with 

low political institutional quality, conflict management mechanism of political 

institutions may be less effective due to the reason that due to very large size of 

the contending groups, less effective political institutions will be unable to handle 

these large-sized groups. The next coefficient of the interaction of high political 

institutions quality and high ethnic polarization is though negative but it is 

statistically insignificant, which indicates that the negative effect of the presence 

of high ethnic polarization on social cohesion is offset with the coexistence of 

high-quality political institutions as compared to base category. The rest of the 

variables are the same as in the previous regression with a similar impact. 
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Table 4.3.11 

Political Institutional Quality Regression with Ethnic Polarization 

 Coef. St.Err. t-value 
p- 

value 

[95% Conf 

Interval] 
Sig 

Political Institutions 

Quality 
0.350 0.071 4.95 0.000 0.211 0.489 *** 

Ethnic Polarization -1.592 0.507 -3.14 0.002 -2.591 -0.593 *** 

Gender Equality 0.386 0.075 5.15 0.000 0.239 0.534 *** 

Income 0.115 0.034 3.37 0.001 0.048 0.182 *** 

Education 0.001 0.008 0.08 0.936 -0.015 0.017  

Income inequality -0.004 0.001 -2.90 0.004 -0.007 -0.001 *** 

Globalization -0.003 0.001 -2.98 0.003 -0.005 -0.001 *** 

Constant 0.870 0.408 2.13 0.034 0.065 1.674 ** 

 

R-squared 0.702 Number of obs 334.000 

Hausman test   Chi2  33.22   Prob  0.000 

Political Institutions 

Quality*Ethnic 

Polarization 

0.540 0.128 4.23 0.000 0.288 0.791 *** 

Gender Equality 0.382 0.074 5.16 0.000 0.236 0.528 *** 

Income 0.126 0.035 3.63 0.000 0.058 0.194 *** 

Education 0.000 0.008 -0.02 0.986 -0.016 0.016  

Income Inequality -0.004 0.001 -2.83 0.005 -0.007 -0.001 *** 

Globalization -0.003 0.001 -3.10 0.002 -0.005 -0.001 *** 

Constant -0.451 0.187 -2.42 0.016 -0.818 -0.083 ** 

 

R-squared 0.698 Number of obs 334.000 

 

Low Political 

Institutions quality-

Low Ethnic 

Polarization 

-0.019 0.030 -0.64 0.526 -0.079 0.041  

Low Political 

Institutions quality-

high Ethnic 

Polarization 

-0.108 0.050 -2.17 0.031 -0.206 -0.010 ** 

High Political 

Institutions quality-

Low Ethnic 

Polarization 

Base . . . . .  

High Political 

Institutions quality-

High Ethnic 

Polarization 

-0.050 0.054 -0.93 0.354 -0.156 0.056  

Gender Equality 0.374 0.084 4.46 0.000 0.209 0.540 *** 

Income 0.137 0.038 3.58 0.000 0.062 0.213 *** 

Education -0.003 0.008 -0.36 0.721 -0.020 0.014  

Income inequality -0.005 0.002 -3.37 0.001 -0.008 -0.002 *** 

Globalization -0.003 0.001 -2.60 0.010 -0.005 -0.001 ** 

Constant -0.329 0.239 -1.38 0.170 -0.800 0.142  

 

R-squared 0.674 Number of obs 336.000 

*** p<0.01, ** p<0.05, * p<0.1 

 

 

After investigating the impact of ethnic polarization on social cohesion in 

the presence of political institutions quality, in the next table, the ethnic 



88 

 

 

 

polarization has been replaced with religious polarization, while other variables 

are the same as in previous regressions. The results are reported in the Table 

4.3.12 as the first specification. The coefficient of religious polarization is 

negative and statistically significant. It means if there is an increase in religious 

polarization it will have negative implications for social cohesion. It is an 

interesting finding which is in contradiction with religious fractionalization as 

religious fractionalization has been found beneficial for social cohesion but 

religious polarization has been found a threat to social cohesion. It indicates that 

if there are very large-sized religious polarized groups, they will disturb the social 

harmony in the society. 

 

In the same table in the second specification, the interaction term of 

political institutions quality and religious polarization has been used in order to 

check the situation of social cohesion in an environment where the religious 

polarization co-exists with political institutional quality. The coefficient of this 

interaction term is positive and the variable is statistically significant as well, 

which represents an interesting finding i.e. religious polarization in the presence 

of better quality of political institutions is no more threat to social cohesion. It 

turns out positive which means that if there are good quality political institutions 

present, then not only the negative effects are offset but polarization can be put 

to use to enhance social cohesion. The rest of the variables have the similar effects 

as in the previous regression given in the table.  

 

In order to have further insights into the interactive relationship between 

political institutions’ quality and ethnic polarization, an interactive categorical 

variable has been developed and used in the regression presented in the same table 

as specification three. 
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Table 4.3.12 

Political Institutional Quality Regression with Religious Polarization 

 Coef. St.Err. t-value 
p- 

value 

[95% Conf 

Interval] 
Sig 

Political Institutions 

Quality 
0.350 0.071 4.95 0.000 0.211 0.489 *** 

Religious  

Polarization 
-273.439 87.092 -3.14 0.002 -445.008 -101.870 *** 

Gender Equality 0.386 0.075 5.15 0.000 0.239 0.534 *** 

Income 0.115 0.034 3.37 0.001 0.048 0.182 *** 

Education 0.001 0.008 0.08 0.936 -0.015 0.017  

Income inequality -0.004 0.001 -2.90 0.004 -0.007 -0.001 *** 

Globalization -0.003 0.001 -2.98 0.003 -0.005 -0.001 *** 

Constant 261.608 83.413 3.14 0.002 97.285 425.931 *** 

 

R-squared 0.702 Number of obs 334.000 

Hausman test   Chi2  33.20   Prob  0.000* 

Political Institutions 

Quality*Religious 

Polarization 

0.492 0.122 4.02 0.000 0.251 0.733 *** 

Gender Equality 0.387 0.075 5.18 0.000 0.240 0.535 *** 

Income 0.124 0.035 3.59 0.000 0.056 0.192 *** 

Education -0.001 0.008 -0.08 0.936 -0.017 0.016  

Income Inequality -0.004 0.001 -2.72 0.007 -0.006 -0.001 *** 

Globalization -0.003 0.001 -3.09 0.002 -0.005 -0.001 *** 

Constant -0.447 0.185 -2.42 0.016 -0.811 -0.082 ** 

 

R-squared 0.694 Number of obs 334.000 

 

Low Political 

Institutions quality-

Low Religious 

Polarization 

-0.020 0.023 -0.86 0.390 -0.066 0.026  

Low Political 

Institutions quality-

High Religious 

Polarization 

-0.237 0.049 -4.83 0.000 -0.334 -0.140 *** 

High Political 

Institutions quality-

Low Religious 

Polarization 

(Base) . . . . .  

High Political 

Institutions quality-

High Religious 

Polarization 

0.177 0.101 1.75 0.082 -0.022 0.376 * 

Gender Equality 0.375 0.084 4.46 0.000 0.209 0.541 *** 

Income 0.138 0.038 3.59 0.000 0.062 0.213 *** 

Education -0.003 0.008 -0.37 0.709 -0.020 0.014  

Income inequality -0.005 0.002 -3.37 0.001 -0.008 -0.002 *** 

Globalization -0.003 0.001 -2.58 0.011 -0.005 -0.001 ** 

Constant -0.601 0.309 -1.95 0.053 -1.210 0.007 * 

 

R-squared 0.674 Number of obs 336.000 

*** p<0.01, ** p<0.05, * p<0.1 
 

The coefficient of the interaction of low political institutions quality and 

low religious polarization is negative; however, it is statistically insignificant 
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which means that the coexistence of low religious polarization and low political 

institutions quality has no significant impact on social cohesion as compared to a 

situation where society has low religious polarization and high political 

institutions quality (base category). The next coefficient of the interaction of low 

political institutions’ quality and high religious polarization is negative and 

statistically significant as well. It indicates that a society where there is a 

coexistence of high religious polarization and low political institutional quality 

will be having a low level of social cohesion as compared to a society where there 

are low religious polarization and high political institutions quality (base 

category). It may be due to the reason that in a highly religious polarized society 

with low political institutional quality, conflict management mechanism of 

political institutions may be less effective due to the reason that due to very large 

size of the contending groups, less effective political institutions will be unable 

to handle these large-sized groups. The next coefficient of the interaction of high 

political institutions’ quality and high religious polarization is positive and 

statistically significant at the ten percent level of significance, which is quite 

interesting as it is in contradiction with similar interactions in previous 

regressions, where it was negative.  

 

It indicates that the negative effect of the presence of high religious 

polarization on social cohesion is not only offset with the coexistence of high-

quality political institutions but it also becomes beneficial for social cohesion as 

compared to the base category. The rest of the variables are the same as in the 

previous regression with a similar impact. 

 

After investigating the impact of various measures of diversity with the 

coexistence of political institutions’ quality on social cohesion, now we are going 

to investigate the impact of the coexistence of political institutions’ quality and 

income inequality on social cohesion. For this purpose, interaction term of 

political institutions quality and income inequality has been used to check the 

situation of social cohesion in an environment where the income inequality co-

exists with political institutional quality. The results are reported in Table 4.3.13. 

The coefficient of this interaction term is positive and the variable is statistically 

significant as well, which represents an interesting finding i.e. income inequality 

in the presence of better quality of political institutions is no more threat to social 

cohesion. The rest of the variables have a similar effect as in the previous 

regression given in the table.  

 

In order to have further insights into the interactive relationship between 

political institutions’ quality and income inequality, an interactive categorical 

variable has been developed and used in the second regression presented in the 

same table given above. The coefficient of the interaction of low political 
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institutions quality and low-income inequality is negative, however, it is 

statistically insignificant which means that coexistence of low-income inequality 

and low political institutions quality has no significant impact on social cohesion 

as compared to a situation where society has low-income inequality and high 

political institutions quality (base category). The next coefficient of the 

interaction of low political institutions’ quality and high-income inequality is 

negative and statistically highly significant as well. It indicates that a society 

where there is a coexistence of high-income inequality and low political 

institutional quality will be having a low level of social cohesion as compared to 

a society where there are low religious polarization and high political institutions’ 

quality (base category). So, a society with high-income inequality and low quality 

of political institutions may not be a socially harmonized society due to the reason 

that it may create a cleavage between having and have not. The next coefficient 

of the interaction of high political institutions’ quality and high religious 

polarization is negative and statistically significant at a ten percent level of 

significance, which is quite interesting. It indicates that the negative effects of the 

presence of income inequality on social cohesion are so strong that they cannot 

be offset with the coexistence of high-quality political institutions. The rest of the 

variables are the same as in the previous regression with a similar impact. 
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Table 4.3.13 

Regression with Interaction of Political Institutions  

Quality and Income Inequality 

 Coef. St.Err. t-value 
p- 

value 

[95% Conf 

Interval] 
Sig 

Political Institutions 

Quality*Income Inequality 
0.008 0.002 5.01 0.000 0.005 0.012 *** 

Gender Equality 0.381 0.076 5.03 0.000 0.231 0.530 *** 

Income 0.127 0.033 3.80 0.000 0.061 0.192 *** 

Education 0.000 0.008 -0.02 0.983 -0.016 0.016  

Income Inequality -0.008 0.001 -5.43 0.000 -0.010 -0.005 *** 

Globalization -0.003 0.001 -3.29 0.001 -0.005 -0.001 *** 

Constant -0.317 0.182 -1.74 0.082 -0.675 0.041 * 

 

R-squared 0.705 Number of obs 334.000 

 

Low Political Institutions 

quality-Low Income 

Inequality 

-0.012 0.024 -0.48 0.633 -0.059 0.036  

Low Political Institutions 

quality-high Income 

Inequality 

-0.063 0.024 -2.64 0.009 -0.110 -0.016 *** 

High Political Institutions 

quality-Low Income 

inequality 

(Base) . . . . .  

High Political Institutions 

quality-Low Income 

inequality 

-0.041 0.023 -1.79 0.075 -0.087 0.004 * 

Gender Equality 0.253 0.069 3.66 0.000 0.117 0.389 *** 

Income 0.049 0.024 2.04 0.042 0.002 0.097 ** 

Education 0.013 0.008 1.59 0.112 -0.003 0.028  

Globalization -0.002 0.001 -2.17 0.031 -0.004 0.000 ** 

Constant -0.055 0.135 -0.41 0.683 -0.322 0.211  

 

R-squared 0.656 Number of obs 409.000 

*** p<0.01, ** p<0.05, * p<0.1 
 

After investigating the impact of the coexistence of political institutions’ 

quality and income inequality on social cohesion, now we are going to investigate 

this phenomenon for globalization. For this purpose, interaction term of political 

institutions quality and globalization has been used to check the situation of social 

cohesion in an environment, where the globalization co-exists with political 

institutional quality. The results are reported in Table 4.3.14. The coefficient of 

this interaction term is positive and the variable is statistically significant as well, 

it indicates that in the presence of better quality of political institutions, 

globalization is no more threat to social cohesion. The rest of the variables have 

a similar effect as in previous regression.  
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Table 4.3.14 

Regression with Interaction of Political Institutions  

Quality and Globalization 

 Coef. St.Err. t-value 
p- 

value 

[95% Conf 

Interval] 
Sig 

Political Institutions 

Quality*Globalization 
0.006 0.001 4.86 0.000 0.004 0.009 *** 

Gender Equality 0.358 0.072 4.99 0.000 0.216 0.499 *** 

Income 0.114 0.033 3.51 0.001 0.050 0.179 *** 

Education -0.002 0.008 -0.28 0.782 -0.018 0.013  

Income Inequality -0.004 0.001 -3.12 0.002 -0.007 -0.002 *** 

Globalization -0.006 0.001 -4.91 0.000 -0.008 -0.003 *** 

Constant -0.252 0.176 -1.43 0.154 -0.600 0.095  

 

R-squared 0.702 Number of obs 334.000 

 

Low Political 

Institutions quality-

Low Globalization 

-0.025 0.022 -1.10 0.272 -0.069 0.019  

Low Political 

Institutions quality-

high Globalization 

-0.098 0.041 -2.40 0.017 -0.179 -0.017 ** 

High Political 

Institutions quality-

Low Globalization 

Base . . . . .  

High Political 

Institutions quality- 

High Globalization 

-0.015 0.021 -0.71 0.480 -0.055 0.026  

Gender Equality 0.400 0.081 4.97 0.000 0.241 0.558 *** 

Income 0.113 0.034 3.34 0.001 0.047 0.180 *** 

Education -0.018 0.007 -2.63 0.009 -0.031 -0.005 *** 

Income Inequality -0.006 0.001 -3.83 0.000 -0.009 -0.003 *** 

Constant -0.302 0.194 -1.56 0.121 -0.683 0.080  

 

R-squared 0.669 Number of obs 349.000 

*** p<0.01, ** p<0.05, * p<0.1 

 
 To have further insights into the interactive relationship between political 
institutions’ quality and globalization, an interactive categorical variable has been 
developed and used in the regression presented as the second specification in the 
same table. The coefficient of the interaction of low political institutions quality 
and low globalization is negative; however, it is statistically insignificant which 
means that the coexistence of low globalization and low political institutions 
quality has no significant impact on social cohesion as compared to a situation 
where society has a low level of globalization and high political institutions 
quality (base category). The next coefficient of the interaction of low political 
institutions’ quality and high globalization is negative and statistically significant 
as well. The next coefficient of the interaction of high political institutions’ 
quality and high globalization is negative and statistically insignificant. It 
indicates that the negative effects of globalization are offset with the coexistence 
of high-quality political institutions. The rest of the variables are the same as in 
the previous regression with a similar impact. 
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4.3.3 Regression Analysis of Legal Institutions Quality 
 

In the Table 4.3.15, three specifications of the regression model regarding 
legal institutional quality have been reported. The quality of legal institutions is the 
variable of major interest along with income inequality, globalization, per capita 
income, education, and one of the measures of diversity “ethnic fractionalization” as 
other regressors. The coefficient of quality of legal institutions variable is positive 
and statistically significant, it means that if there is an increase in the quality of legal 
institutions there will be an increase in social cohesion. It may be due to the fact that 
legal institutions are responsible for the enforcement of laws, rules, and regulations, 
protection of life, respect, property, prevent theft and fraud, and enforcement of 
contracts. If the legal system functions properly, people will feel protected in terms 
of life, self-respect, and property and believe that the state, and its agents the courts, 
would be impartial in enforcing the contract. So, there will be less probability of 
conflicts which may lead to a cohesive society.  
 

In the analysis, two different measures of diversity have been used: 
fractionalization and polarization. The fractionalization measure has three indicators 
namely: ethnic, linguistic, and religious fractionalization. In the Table 4.3.15, ethnic 
fractionalization measures of diversity have been. The results reveal that the 
coefficient of ethnic fractionalization has a negative sign and it is statistically 
significant as well. It means ethnic fractionalization has negative implications for 
social cohesion and this finding is consistent with the literature that considers 
diversity as a threat to social cohesion. It may be due to the reason that people prefer 
to have dealings and social relations with people who belong to their clan, tribe, 
caste, ethnic group, so it may lead to a reduction in social cohesion. (Alesina and 
Ferrara, 2002; Anderson and Paskeviciute, 2006; Delhey and Newton, 2005; Dincer, 
2011; Easterly et al., 2006; Harell and Stolle, 2008; Hawes and Rocha, 2011; Hero 
and Preuhs, 2007; Kesler and Bloemraad, 2010; Putnam, 2007). 
 

The next variable is gender equality which has been used as a proxy to 
represent the extent to which a society has an environment of fair treatment for 
different segments of the society. The coefficient of this variable is positive and 
statistically significant as well. It means that if a society is ensuring fair treatment 
for all segments/sections of the society is found to be more cohesive. The next 
variable is per capita income level, this variable has a positive and statistically 
significant coefficient. It indicates that if there is an increase in income level, it will 
lead to an increase in social cohesion. It may be due to the reason that when an 
individual has more income, he/she may have a more social life as he/she can 
participate in the various meetings, can have a membership of various organizations, 
and can attend various functions. The positive relation between social cohesion and 
economic growth/wellbeing has been documented by (Boarini etl al., 2018; Delhey 
and Dragolov, 2016). 

The next variable is the education level measured by average years of total 
schooling, this variable has no significant impact on social cohesion. It may be due 
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to the reason that social cohesion may be affected by the quality of education rather 
than quantity. By quality education we mean that the education that is meaningful, 
relevant, and responsive to the needs of individuals and the society. As the increase 
in total years of schooling does not guarantee quality education is taking place thus 
it may have insignificant impact. 

 
Table 4.3.15 

Legal Institutional Quality Regression with Ethnic Diversity 

 Coef. St.Err. t-value 
p- 

value 
[95% Conf 
Interval] 

Sig 

Legal Institutions 
Quality 

0.230 0.061 3.78 0.000 0.110 0.350 *** 

Ethnic Diversity -0.486 0.117 -4.14 0.000 -0.718 -0.255 *** 
Gender Equality 0.397 0.084 4.70 0.000 0.231 0.563 *** 

Income 0.120 0.036 3.30 0.001 0.048 0.191 *** 
Education 0.001 0.008 0.17 0.865 -0.014 0.017  

Income inequality -0.005 0.001 -3.44 0.001 -0.008 -0.002 *** 
Globalization -0.003 0.001 -2.56 0.011 -0.005 -0.001 ** 

Constant -0.037 0.194 -0.19 0.850 -0.418 0.345  
 

R-squared 0.687 Number of obs 333.000 
Hausman test   Chi2  33.02   Prob  0.000*** 

Legal Institutional 
Quality*Ethnic 

Diversity 
0.510 0.118 4.31 0.000 0.277 0.743 *** 

Gender Equality 0.395 0.082 4.83 0.000 0.234 0.556 *** 
Income 0.123 0.036 3.43 0.001 0.052 0.193 *** 

Education 0.002 0.008 0.23 0.815 -0.014 0.018  
Income Inequality -0.005 0.001 -3.46 0.001 -0.007 -0.002 *** 

Globalization -0.003 0.001 -2.90 0.004 -0.005 -0.001 *** 
Constant -0.459 0.190 -2.42 0.016 -0.833 -0.084 ** 

 
R-squared 0.692 Number of obs 333.000 

 

Low Legal 
Institutional quality-
Low Ethnic Diversity 

0.016 0.021 0.78 0.438 -0.025 0.057  

Low Legal 
Institutional quality-
high Ethnic Diversity 

-0.200 0.048 -4.19 0.000 -0.294 -0.106 *** 

High Legal 
Institutional quality-
Low Ethnic Diversity 

Base . . . . .  

High Legal 
Institutional quality-
High Ethnic diversity 

-0.136 0.053 -2.55 0.011 -0.241 -0.031 ** 

Gender Equality 0.367 0.083 4.41 0.000 0.203 0.531 *** 
Income 0.140 0.037 3.83 0.000 0.068 0.212 *** 

Education 0.000 0.008 0.01 0.992 -0.016 0.016  
Income inequality -0.005 0.001 -3.47 0.001 -0.008 -0.002 *** 

Globalization -0.003 0.001 -2.92 0.004 -0.005 -0.001 *** 
Constant -0.257 0.207 -1.24 0.215 -0.664 0.150  

 
R-squared 0.687 Number of obs 336.000 

*** p<0.01, ** p<0.05, * p<0.1 
The next variable is income inequality which indicates the presence of 

relative deprivation in the society. This variable bears a negative sign and the 

variable is statistically significant as well. It indicates that if there is an increase 
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in income inequality, as a result of an increase in inequality, there will be a 

decrease in social cohesion. It is as per expectation in the light of existing 

literature, which suggests that social cohesion is affected negatively by an 

increase in socio-economic deprivation. The negative impact of inequality on 

social cohesion is highlighted in the literature (see for example (Green et al., 

2006). Inequality can increase social skirmish (Alesina and Perotti, 1996) and 

tension (Wilkinson, 1997) in the society that can have intimidating effects on 

communal trust and civic collaboration and can upsurge insightfulness of 

deprivation amid masses (Green et al. 2010). 

 
The last regressor in this table is globalization, the coefficient of this 

variable is negative, and the variable is statistically significant. It means that if 
there is an increase in overall globalization there will be a decrease in social 
cohesion. The possible reason may be that the process of globalization itself and 
associated changes can affect social cohesion. Globalization may affect social 
cohesion via different channels like Income inequality might increase as a result 
of globalization due to skill-biased technological change induced wage 
inequality, polarization, an increase in the demand for skilled labor, and increase 
in wage dispersion (see for example (Barba et al., 1998; Berman and Machin, 
2000; Robbins, 1996; Vivarelli, 2004) which harms social cohesion. 
 

In the same table given, the interaction term of legal institutions quality 
and ethnic diversity has been used in order to check the situation of social 
cohesion in an environment where the ethnic diversity co-exists with better legal 
institutional quality. The coefficient of this interaction term is positive and the 
variable is statistically significant as well, which represents an interesting finding 
i.e. ethnic fractionalization in the presence of better quality of legal institutions is 
no more threat to social cohesion. It turns out positive which means that if there 
are good quality legal institutions present, then not only the negative effects are 
offset but fractionalization can be put to use to enhance social cohesion. The rest 
of the variables have a similar effect as in the previous regression given in the 
table.  
 

In order to have further insights into the interactive relationship between 
legal institutions’ quality and ethnic fractionalization, an interactive categorical 
variable has been developed and used in the regression presented as the third 
specification in the same table. The coefficient of the interaction of low legal 
institutions quality and low ethnic diversity is positive; however, it is statistically 
insignificant which means that the coexistence of low ethnic diversity and low 
legal institutions quality has no threat for social cohesion in relation to base 
category (a situation where society has low ethnic diversity and high legal 
institutions quality). The next coefficient of the interaction of low legal 
institutions’ quality and high ethnic diversity is negative and statistically 
significant. It indicates that a society where there is a coexistence of high ethnic 
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diversity and low legal institutional quality will be having a low level of social 
cohesion as compared to a society where there are low ethnic diversity and high 
legal institutions quality (base category). It may be due to the reason that in a 
highly ethnically fractionalized society with low legal institutional quality, people 
will feel less protected in terms of theft, fraud, enforcement of contracts and 
property and believe that the state, and its agents the courts, would be unable to 
enforce the contracts. The next coefficient of the interaction of high legal 
institutions quality and high ethnic diversity is though negative but it is 
statistically insignificant, which indicates that the negative effect of the presence 
of high ethnic fractionalization on social cohesion is offset with the coexistence 
of high-quality legal institutions as compared to base category. The rest of the 
variables are the same as in the previous regression with a similar impact. 
 

After investigating the contrivance among ethnic diversity, legal 
institutions quality, and social cohesion, in Table 4.3.16 ethnic fractionalization 
has been replaced with linguistic fractionalization and the rest of the variables 
have been retained. The coefficient of the linguistic fractionalization is negative 
and statistically significant. It means linguistic fractionalization has negative 
implications for social cohesion and this finding is consistent with the literature 
that considers diversity as a threat to social cohesion. It may be due to the reason 
that people prefer to have dealings and social relations with people who belong 
to their clan, tribe, caste, ethnic group, and speak the same language, so it may 
lead to a reduction in social cohesion. (Alesina and Ferrara, 2002; Anderson and 
Paskeviciute, 2006; Delhey and Newton, 2005; Dincer, 2011; Easterly et al., 
2006; Harell and Stolle, 2008; Hawes and Rocha, 2011; Hero and Preuhs, 2007; 
Kesler and Bloemraad, 2010; Putnam, 2007). 
 

In the same table in the second specification, the interaction term of legal 
institutions quality and linguistic diversity has been used to check the situation of 
social cohesion in an environment where the language diversity co-exists with 
better legal institutional quality. 
 

In the same table in the second specification, the interaction term of legal 
institutions quality and linguistic diversity has been used to check the situation of 
social cohesion in an environment where the language diversity co-exists with 
better legal institutional quality. The coefficient of this interaction term is positive 
and the variable is statistically significant as well, which represents an interesting 
finding i.e. linguistic fractionalization in the presence of better quality of legal 
institutions is no more threat to social cohesion. It turns out positive which means 
that if there are good quality legal institutions present, then the negative effects 
are not only offset but fractionalization can be put to use to enhance social 
cohesion. The rest of the variables have similar effects as in the previous 
regression given in the table. In order to have further insights into the interactive 
relationship between legal institutions’ quality and linguistic fractionalization, an 
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interactive categorical variable has been developed and used in the regression 
presented as the third specification in the same table. 

 
Table 4.3.16 

Legal Institutional Quality Regression with Linguistic Diversity 

 Coef. St.Err. t-value 
p- 

value 
[95% Conf 
Interval] 

Sig 

Legal Institutions Quality 0.216 0.061 3.53 0.000 0.096 0.337 *** 
Linguistic Diversity -1.175 0.273 -4.31 0.000 -1.712 -0.637 *** 

Gender Equality 0.403 0.085 4.75 0.000 0.236 0.570 *** 
Income 0.123 0.037 3.35 0.001 0.050 0.195 *** 

Education -0.002 0.008 -0.25 0.803 -0.017 0.013  
Income inequality -0.005 0.001 -3.36 0.001 -0.008 -0.002 *** 

Globalization -0.003 0.001 -2.47 0.014 -0.005 -0.001 ** 
Constant 0.300 0.230 1.31 0.193 -0.153 0.752  

 
R-squared 0.692 Number of obs 327.000 

Hausman test  Chi2 31.68   Prob  0.000*** 

Legal Institutional 
Quality*Linguistic 

Diversity 
0.539 0.139 3.88 0.000 0.265 0.813 *** 

Gender Equality 0.409 0.082 4.99 0.000 0.247 0.570 *** 
Income 0.122 0.036 3.42 0.001 0.052 0.192 *** 

Education -0.002 0.008 -0.25 0.800 -0.018 0.014  
Income Inequality -0.005 0.001 -3.21 0.002 -0.007 -0.002 *** 

Globalization -0.003 0.001 -2.97 0.003 -0.005 -0.001 *** 
Constant -0.440 0.187 -2.35 0.020 -0.809 -0.071 ** 

 
R-squared 0.697 Number of obs 327.000 

 

Low Legal Institutional 
quality-Low Linguistic 

Diversity 
-0.016 0.021 -0.77 0.440 -0.057 0.025  

Low Legal Institutional 
quality-high Linguistic 

Diversity 
-0.113 0.041 -2.72 0.007 -0.195 -0.031 *** 

High Legal Institutional 
quality-Low Linguistic 

Diversity 
base . . . . .  

High Legal Institutional 
quality-High Linguistic 

Diversity 
-0.071 0.045 -1.58 0.115 -0.160 0.017  

Gender Equality 0.369 0.084 4.41 0.000 0.204 0.534 *** 
Income 0.133 0.038 3.52 0.001 0.059 0.208 *** 

Education -0.001 0.008 -0.08 0.936 -0.017 0.016  
Income inequality -0.005 0.002 -3.42 0.001 -0.008 -0.002 *** 

Globalization -0.003 0.001 -2.71 0.007 -0.005 -0.001 *** 
Constant -0.301 0.232 -1.30 0.195 -0.758 0.156  

 
R-squared 0.678 Number of obs 336.000 

*** p<0.01, ** p<0.05, * p<0.1 
 

The coefficient of the interaction of low legal institutions quality and low 

linguistic diversity is negative; however, it is statistically insignificant which 

means that the coexistence of low linguistic diversity and low legal institutions 

quality has no threat for social cohesion as compared to the base category (a 

situation where society has low linguistic diversity and high legal institutions 
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quality). The next coefficient of interaction’ of low legal institutions’ quality and 

high linguistic diversity is negative and statistically significant as well. It 

indicates that a society where there is a coexistence of high linguistic diversity 

and low legal institutional quality will be having a low level of social cohesion as 

compared to a society where there are low linguistic diversity and high legal 

institutions quality (base category). The next coefficient of the interaction of high 

legal institutions quality and high linguistic diversity is though negative but it is 

statistically insignificant, which indicates that the negative effect of the presence 

of high linguistic fractionalization on social cohesion is offset with the 

coexistence of high-quality legal institutions as compared to base category. The 

rest of the variables are the same as in the previous regression with a similar 

impact. 

 

After investigating the impact of linguistic fractionalization on social 

cohesion in the presence of legal institutions quality, in the next the table, the 

linguistic fractionalization has been replaced with religious fractionalization, 

while other variables are the same as in previous regressions. Interestingly 

religious fractionalization has a positive impact on social cohesion and it is 

consistent with the literature which suggests that diversity can help to build social 

cohesion due to the reason that people learn to live together in a diverse 

environment, we have found fractionalization on religious grounds is an asset not 

a threat to social cohesion (Tolsma et al., 2009). 
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Table 4.3.17 

Legal Institutional Quality Regression with Religious Diversity 

 Coef. St.Err. t-value 
p- 

value 

[95% Conf 

Interval] 
Sig 

Legal Institutions 

Quality 
0.230 0.061 3.78 0.000 0.110 0.350 *** 

Religious Diversity 0.400 0.097 4.14 0.000 0.210 0.590 *** 

Gender Equality 0.397 0.085 4.69 0.000 0.230 0.564 *** 

Income 0.120 0.036 3.29 0.001 0.048 0.191 *** 

Education 0.001 0.008 0.17 0.865 -0.014 0.017  

Income inequality -0.005 0.001 -3.43 0.001 -0.008 -0.002 *** 

Globalization -0.003 0.001 -2.55 0.011 -0.005 -0.001 ** 

Constant -0.520 0.196 -2.66 0.008 -0.905 -0.134 *** 

 

R-squared 0.688 Number of obs 334.000 

Hausman test   Chi2  32.83   Prob  0.000*** 

*** p<0.01, ** p<0.05, * p<0.1 
 

After investigating the contrivance among various fractionalization measures 
(ethnic, linguistic, and religious) legal institutions quality, and social cohesion. Now 
we are going to investigate the impact of Polarization measures (ethnic and religious) 
in the presence of legal institutions’ quality. In the Table 4.3.18 fractionalization has 
been replaced with ethnic polarization and the rest of the variables are the same. The 
coefficient of ethnic polarization is negative and statistically significant. It means if 
there is an increase in ethnic polarization it will have negative implications for social 
cohesion. It is an interesting finding which indicates that on one hand 
fractionalization is a threat to social cohesion but on the other hand polarization is 
even more threat to social cohesion as the coefficient of ethnic polarization is greater 
than ethnic fractionalization. 
 

In the second specification of Table 4.3.18 given below, the interaction term 
of legal institutions quality and ethnic polarization has been used to check the 
situation of social cohesion in an environment where the ethnic polarization co-
exists with legal institutional quality. The coefficient of this interaction term is 
positive and the variable is statistically significant as well, which represents an 
interesting finding i.e. ethnic polarization in the presence of better quality of legal 
institutions is no more threat to social cohesion. It turns out positive which means 
that if there are good quality legal institutions present, then not only the negative 
effects are offset but polarization can be put to use to enhance social cohesion. The 
rest of the variables have a similar effect as in the previous regression given in the 
table.  

 

In order to have further insights into the interactive relationship between legal 
institutions’ quality and ethnic polarization, an interactive categorical variable has 
been developed and used in the regression presented as the third specification in the 
Table 4.3.18. The coefficient of the interaction of low legal institutions quality and 
low ethnic polarization is positive; however, it is statistically insignificant which 
means that coexistence of low ethnic polarization and low legal institutions quality 
has no significant impact on social cohesion as compared base category. The next 
coefficient of the interaction of low legal institutions’ quality and high ethnic 
polarization is negative and statistically significant as well. It indicates that a society 
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where there is a coexistence of high ethnic polarization and low legal institutional 
quality will be having a low level of social cohesion as compared to a society where 
there are low ethnic polarization and high legal institutions quality (base category). 
 

The next coefficient of the interaction of high legal institutions quality and 
high ethnic polarization is positive but it is statistically insignificant, which indicates 
that the negative effect of the presence of high ethnic polarization on social cohesion 
is offset with the coexistence of high-quality legal institutions as compared to base 
category. The rest of the variables are the same as in the previous regression with a 
similar impact. 

 

Table 4.3.18 
Legal Institutional Quality Regression with Ethnic Polarization 

 Coef. St.Err. t-value 
p- 

value 
[95% Conf 
Interval] 

Sig 

Legal Institutions Quality 0.230 0.061 3.78 0.000 0.110 0.350 *** 
Ethnic Polarization -2.097 0.507 -4.14 0.000 -3.095 -1.099 *** 

Gender Equality 0.397 0.085 4.69 0.000 0.230 0.564 *** 
Income 0.120 0.036 3.29 0.001 0.048 0.191 *** 

Education 0.001 0.008 0.17 0.865 -0.014 0.017  
Income inequality -0.005 0.001 -3.43 0.001 -0.008 -0.002 *** 

Globalization -0.003 0.001 -2.55 0.011 -0.005 -0.001 ** 
Constant 1.238 0.409 3.03 0.003 0.433 2.043 *** 

 

R-squared 0.688 Number of obs 334.000 
Hausman test   Chi2  33.86   Prob  0.000*** 

Legal Institutional Quality 
*Ethnic Polarization 

0.388 0.102 3.79 0.000 0.186 0.590 *** 

Gender Equality 0.389 0.082 4.72 0.000 0.227 0.552 *** 
Income 0.131 0.035 3.72 0.000 0.062 0.201 *** 

Education 0.000 0.008 0.04 0.965 -0.015 0.016  
Income Inequality -0.005 0.001 -3.58 0.000 -0.008 -0.002 *** 

Globalization -0.003 0.001 -2.79 0.006 -0.005 -0.001 *** 
Constant -0.482 0.188 -2.56 0.011 -0.852 -0.111 ** 

 

R-squared 0.689 Number of obs 334.000 

Low Legal Institutional  
quality-Low Ethnic 

Polarization 
0.040 0.028 1.40 0.162 -0.016 0.095  

Low Legal Institutional  
quality-high Ethnic Polarization 

-0.052 0.018 -2.90 0.004 -0.087 -0.017 *** 

High Legal Institutional  
quality-Low Ethnic 

Polarization 
Base . . . . .  

High Legal Institutional 
quality-High Ethnic 

Polarization 
0.013 0.054 0.25 0.804 -0.093 0.120  

Gender Equality 0.362 0.082 4.41 0.000 0.200 0.524 *** 
Income 0.167 0.041 4.10 0.000 0.087 0.247 *** 

Education -0.003 0.008 -0.36 0.718 -0.020 0.013  
Income inequality -0.006 0.002 -3.83 0.000 -0.009 -0.003 *** 

Globalization -0.003 0.001 -3.08 0.002 -0.005 -0.001 *** 
Constant -0.544 0.263 -2.07 0.040 -1.062 -0.025 ** 

        

R-squared 0.687 Number of obs 336.000 

*** p<0.01, ** p<0.05, * p<0.1 

 

After investigating the impact of ethnic polarization on social cohesion in 

the presence of legal institutions quality, in the next table, the ethnic polarization 
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has been replaced with religious polarization, while other variables are the same 

as in previous regressions. The results are reported in Table 4.3.19. The 

coefficient of religious polarization is negative and statistically significant. It 

means if there is an increase in religious polarization it will have negative 

implications for social cohesion. It is an interesting finding which is in 

contradiction with religious fractionalization as religious fractionalization has 

been found beneficial for social cohesion but religious polarization has been 

found a threat to social cohesion. It indicates that if there are very large-sized 

religious polarized groups, they will disturb the social harmony in the society. 

 

In the Table 4.3.19 given below, the interaction term of legal institutions 

quality and religious polarization has been used in order to check the situation of 

social cohesion in an environment where the religious polarization co-exists with 

legal institutional quality. The coefficient of this interaction term is positive and 

the variable is statistically significant as well, which represents an interesting 

finding i.e. religious polarization in the presence of better quality of legal 

institutions is no more threat to social cohesion. It turns out positive which means 

that if there are good quality legal institutions present, then not only the negative 

effects are offset but polarization can be put to use to enhance social cohesion. 

The rest of the variables have similar effects as in the previous regression given 

in the table. 

 

To have further insights into the interactive relationship between legal 

institutions’ quality and ethnic polarization, an interactive categorical variable 

has been developed and used in the regression presented as the third specification 

in the Table 4.3.19. The coefficient of the interaction of low legal institutions’ 

quality and low religious polarization is positive; however, it is statistically 

insignificant. 
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Table 4.3.19 

Legal Institutional Quality Regression with Religious Polarization 

 Coef. St.Err. t-value 
p- 

value 

[95% Conf 

Interval] 
Sig 

Legal Institutions 

Quality 
0.230 0.061 3.78 0.000 0.110 0.350 *** 

Religious  

Polarization 
-360.151 87.028 -4.14 0.000 -531.594 -188.707 *** 

Gender Equality 0.397 0.085 4.69 0.000 0.230 0.564 *** 

Income 0.120 0.036 3.29 0.001 0.048 0.191 *** 

Education 0.001 0.008 0.17 0.865 -0.014 0.017  

Income inequality -0.005 0.001 -3.43 0.001 -0.008 -0.002 *** 

Globalization -0.003 0.001 -2.55 0.011 -0.005 -0.001 ** 

Constant 344.660 83.350 4.13 0.000 180.462 508.857 *** 

 

R-squared 0.688 Number of obs 334.000 

Hausman test   Chi2  32.76   Prob  0.000*** 

Legal Institutions Quality 

*Religious Polarization 
0.432 0.123 3.52 0.001 0.190 0.673 *** 

Gender Equality 0.379 0.081 4.70 0.000 0.220 0.538 *** 

Income 0.128 0.035 3.63 0.000 0.059 0.198 *** 

Education 0.000 0.008 -0.00 0.998 -0.017 0.017  

Income Inequality -0.005 0.001 -3.45 0.001 -0.007 -0.002 *** 

Globalization -0.003 0.001 -2.87 0.004 -0.005 -0.001 *** 

Constant -0.486 0.185 -2.63 0.009 -0.850 -0.122 *** 

 

R-squared 0.687 Number of obs 334.000 

 

Low Legal Institutional 

quality-Low  

Religious Polarization 

-0.017 0.026 -0.66 0.512 -0.069 0.035  

Low Legal Institutional  

quality-high  

Religious Polarization 

-0.341 0.198 -1.72 0.086 -0.732 0.049 * 

High Legal Institutional  

quality-Low  

Religious Polarization 

Base . . . . .  

High Legal Institutional  

quality-High  

Religious Polarization 

0.193 0.097 1.99 0.048 0.002 0.384 ** 

Gender Equality 0.365 0.084 4.35 0.000 0.200 0.531 *** 

Income 0.136 0.037 3.65 0.000 0.062 0.209 *** 

Education 0.000 0.008 -0.06 0.953 -0.017 0.016  

Income inequality -0.005 0.001 -3.53 0.001 -0.008 -0.002 *** 

Globalization -0.003 0.001 -2.72 0.007 -0.005 -0.001 *** 

Constant -0.585 0.301 -1.94 0.053 -1.179 0.009 * 
 

R-squared 0.677 Number of obs 336.000 

 

The next coefficient of the interaction of low legal institutions’ quality and 

high religious polarization is negative and statistically significant as well. The 

next coefficient of the interaction of high legal institutions’ quality and high 

religious polarization is positive and statistically significant, which is quite 

interesting as it is in contradiction with similar interactions in previous 

regressions, where it was negative. It indicates that the negative effect of the 

presence of high religious polarization on social cohesion is not only offset with 
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the coexistence of high-quality legal institutions but it is also beneficial for social 

cohesion as compared to the base category. The rest of the variables are the same 

as in the previous regression with a similar impact. 

 

After investigating the impact of various measures of diversity with the 

coexistence of legal institutions’ quality on social cohesion, now we are going to 

investigate the impact of the coexistence of legal institutions’ quality and income 

inequality on social cohesion. For this purpose, interaction term of legal 

institutions quality and income inequality has been used to check the situation of 

social cohesion in an environment where the income inequality co-exists with 

legal institutional quality. The results are reported in Table 4.3.20. The coefficient 

of this interaction term is positive and the variable is statistically significant as 

well, which represents an interesting finding i.e. income inequality in the 

presence of better quality of legal institutions is no more threat to social cohesion. 

The rest of the variables has similar effects as in the previous regression given in 

the table.  

 

In order to have further insights into the interactive relationship between 

legal institutions’ quality and income inequality, an interactive categorical 

variable has been developed and used in the regression presented in the same table 

given below. The coefficient of the interaction of low legal institutions quality 

and low-income inequality is negative; however, it is statistically insignificant. 

The next coefficient of the interaction of low legal institutions’ quality and high-

income inequality is negative and statistically highly significant as well. It 

indicates that a society where there is a coexistence of the high-income inequality 

and low legal institutional quality will be having a low level of social cohesion as 

compared to a society where there are low religious polarization and high legal 

institutions quality (base category).  
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Table 4.3.20 

Legal Institutions Quality and Income Inequality Interaction 

 Coef. St.Err. t-value 
p- 

value 

[95% Conf 

Interval] 
Sig 

Legal Institutions 

Quality*Income Inequality 

0.006 0.001 4.20 0.000 0.003 0.009 *** 

Gender Equality 0.392 0.083 4.71 0.000 0.228 0.556 *** 

Income  0.122 0.035 3.48 0.001 0.053 0.191 *** 

Education 0.002 0.008 0.24 0.814 -0.014 0.017  

Income Inequality -0.008 0.002 -5.29 0.000 -0.011 -0.005 *** 

Globalization -0.003 0.001 -2.76 0.006 -0.005 -0.001 *** 

Constant -0.317 0.189 -1.68 0.095 -0.689 0.055 * 

 

R-squared  0.693 Number of obs  334.000 

 

Low Legal Institutional 

quality-Low Income 

Inequality 

-0.014 0.019 -0.75 0.457 -0.051 0.023  

Low Legal Institutional 

quality-high Income 

Inequality  

-0.067 0.020 -3.41 0.001 -0.105 -0.028 *** 

High Legal Institutional 

quality-Low Income 

inequality  

0.000 . . . . .  

High Legal Institutional 

quality-High Income 

inequality 

-0.031 0.020 -1.53 0.128 -0.070 0.009  

Gender Equality 0.252 0.069 3.64 0.000 0.116 0.388 *** 

Income 0.050 0.024 2.08 0.038 0.003 0.096 ** 

Education 0.014 0.008 1.79 0.075 -0.001 0.030 * 

Globalization -0.002 0.001 -2.16 0.031 -0.004 0.000 ** 

 Constant -0.060 0.133 -0.45 0.650 -0.321 0.201  

 

R-squared  0.659 Number of obs  409.000 

*** p<0.01, ** p<0.05, * p<0.1 

 

So a society with high-income inequality and low quality of legal 

institutions may not be a socially harmonized society due to the reason that it may 

create a cleavage between having and have not. The next coefficient of the 

interaction of high legal institutions quality and high religious polarization is 

negative however it is statistically insignificant. The rest of the variables are the 

same as in the previous regression with a similar impact. 

 

After investigating the impact of the coexistence of legal institutions’ 

quality and income inequality on social cohesion, now we are going to investigate 

this phenomenon for globalization. For this purpose, interaction term of legal 

institutions quality and globalization has been used in to check the situation of 

social cohesion in an environment, where the globalization co-exists with legal 

institutional quality. The results are reported in Table 4.3.21 The coefficient of 

this interaction term is positive and variable is statistically significant as well, it 

indicates that in the presence of better quality of legal institutions, globalization 
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is no more threat to social cohesion. The rest of the variables have similar effects 

as in the previous regression given in the table.  

 

In order to have further insights into the interactive relationship between 

legal institutions’ quality and globalization, an interactive categorical variable has 

been developed and used in the regression presented in the table given above. The 

coefficient of the interaction of low legal institutions quality and low 

globalization is negative and it is statistically significant as well which means that 

the coexistence of low globalization and low legal institutions quality has a 

negative impact on social cohesion as compared to a situation where the society 

has a low level of globalization and high legal institutions quality (base category). 

The next coefficient of the interaction of low legal institutions’ quality and high 

globalization is negative and statistically significant as well. It indicates that, to 

mitigate the negative effects of globalization, high-quality legal institutions are 

needed. 

 
Table 4.3.21 

Legal Institutions Quality and Globalization Interaction 

 Coef. St.Err. t-value 
p- 

value 

[95% Conf 

Interval] 
Sig 

Legal Institutions 

Quality*Globalization 
0.004 0.001 3.78 0.000 0.002 0.006 *** 

Gender Equality 0.387 0.081 4.79 0.000 0.228 0.546 *** 

Income 0.118 0.036 3.31 0.001 0.048 0.188 *** 

Education -0.001 0.008 -0.08 0.936 -0.016 0.015  

Income Inequality -0.005 0.001 -3.57 0.000 -0.008 -0.002 *** 

Globalization -0.004 0.001 -4.26 0.000 -0.006 -0.002 *** 

Constant -0.311 0.192 -1.62 0.107 -0.690 0.067  

 

R-squared 0.687 Number of obs 334.000 

 

Low Legal Institutional 

quality-Low Globalization 
-0.044 0.019 -2.30 0.022 -0.081 -0.006 ** 

Low Legal Institutional 

quality-high Globalization 
-0.038 0.019 -1.99 0.048 -0.075 0.000 ** 

High Legal Institutional 

quality-Low Income 

Globalization 

base . . . . .  

High Legal Institutional 

quality-High Globalization 
-0.031 0.022 -1.40 0.163 -0.074 0.013  

Gender Equality 0.383 0.081 4.75 0.000 0.224 0.542 *** 

Income 0.111 0.033 3.32 0.001 0.045 0.177 *** 

Education -0.016 0.007 -2.40 0.017 -0.030 -0.003 ** 

Income Inequality -0.006 0.001 -4.11 0.000 -0.009 -0.003 *** 

Constant -0.261 0.194 -1.35 0.179 -0.643 0.121  

 

R-squared 0.674 Number of obs 349.000 

*** p<0.01, ** p<0.05, * p<0.1 

 

The next coefficient of the interaction of high legal institutions’ quality and 

high globalization is negative and statistically insignificant. It indicates that the 
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negative effects of globalization are offset by the coexistence of high-quality legal 

institutions. The rest of the variables are the same as in the previous regression 

with similar impact. 

 

 
4.3.4 Regression Analysis of Economic Institutions Quality 
 

The results of the regression analysis of economic institutional quality are 

presented in the table below. Various specifications are used for regression 

analysis and the dependent variable in all regressions is social cohesion. Quality 

of economic institutions is the variable of major interest along with income 

inequality, globalization, per capita income, education, and one of the measures 

of diversity “ethnic fractionalization” other regressors. The coefficient of 

economic institutions’ quality variable is positive and statistically significant, it 

means that if there is an increase in the quality of economic institutions there will 

be an increase in social cohesion. It may be due to the reason that economic 

institutions decide economic incentives: the enticements to become educated, to 

save and invest, to innovate and adopt new technologies, and so on. Allow and 

encourage participation by the public in economic activities that make the best 

use of their talents and skills and that empower individuals to make the choices 

they desire. For better functioning, an economy also needs other public services 

like roads and a transport network to transport the goods; a public infrastructure 

so that economic activity can fanfare. If better decisions are made for investment 

in human capital and physical capital, there is an efficient allocation of resources 

and the production process is efficient, this may lead to a better standard of life 

which gives more chances of interaction among people and thereby enhancing 

social cohesion. 

 

In the analysis, two different measures of diversity have been used: 

fractionalization and polarization. The fractionalization measure has three 

indicators namely: ethnic, linguistic, and religious fractionalization. In Table 

4.3.22 ethnic fractionalization measures of diversity have been used. The results 

reveal that the coefficient of ethnic fractionalization has a negative sign and it is 

statistically significant as well. It means ethnic fractionalization has negative 

implications for social cohesion and this finding is consistent with the literature 

that considers diversity as a threat to social cohesion. It may be due to the reason 

that people prefer to have- dealings and social relations with people who belong 

to their clan, tribe, caste, ethnic group, so it may lead to a reduction in social 

cohesion. (Alesina and Ferrara, 2002; Anderson and Paskeviciute, 2006; Delhey 

and Newton, 2005; Dincer, 2011; Easterly et al., 2006; Harell and Stolle, 2008; 

Hawes and Rocha, 2011; Hero and Preuhs, 2007; Kesler and Bloemraad, 2010; 

Putnam, 2007). 
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Table 4.3.22 

Economic Institutional Quality Regression with Ethnic Diversity 

 Coef. St.Err. t-value 
p- 

value 

[95% Conf 

Interval] 
Sig 

Economic Institutions 

Quality 
0.019 0.010 1.93 0.054 0.000 0.038 * 

Ethnic Diversity -0.597 0.120 -4.99 0.000 -0.833 -0.362 *** 

Gender Equality 0.405 0.081 4.99 0.000 0.245 0.565 *** 

Income 0.141 0.038 3.67 0.000 0.065 0.216 *** 

Education -0.010 0.008 -1.16 0.249 -0.026 0.007  

Income inequality -0.005 0.002 -3.60 0.000 -0.008 -0.002 *** 

Globalization -0.002 0.001 -1.76 0.080 -0.005 0.000 * 

Constant -2.916 0.807 -3.61 0.000 -4.506 -1.326 *** 

 

R-squared 0.656 Number of obs 333.000 

Hausman test   Chi2  28.09   Prob  0.000*** 

Institutional Quality*Ethnic 

Diversity 
0.035 0.021 1.67 0.097 -0.006 0.076 * 

Gender Equality 0.403 0.081 4.97 0.000 0.243 0.562 *** 

Income 0.140 0.038 3.65 0.000 0.064 0.215 *** 

Education -0.010 0.008 -1.20 0.232 -0.026 0.006  

Income Inequality -0.006 0.002 -3.66 0.000 -0.008 -0.003 *** 

Globalization -0.002 0.001 -1.70 0.090 -0.005 0.000 * 

Constant -0.505 0.265 -1.91 0.058 -1.027 0.017 * 

 

R-squared 0.656 Number of obs 333.000 

 

Low Economic Institutions 

quality-Low Ethnic Diversity 
-0.007 0.020 -0.36 0.720 -0.046 0.032  

Low Economic Institutions 

quality-high Ethnic Diversity 
0.005 0.025 0.20 0.843 -0.045 0.055  

High Economic Institutions 

quality-Low Ethnic Diversity 
Base . . . . .  

High Economic Institutions 

quality-High Ethnic diversity 
0.037 0.026 1.44 0.152 -0.014 0.087  

Gender Equality 0.394 0.081 4.85 0.000 0.234 0.554 *** 

Income 0.132 0.038 3.50 0.001 0.058 0.207 *** 

Education -0.007 0.008 -0.81 0.418 -0.024 0.010  

Income inequality -0.006 0.001 -3.79 0.000 -0.008 -0.003 *** 

Globalization -0.002 0.001 -1.71 0.088 -0.005 0.000 * 

Constant -0.391 0.204 -1.92 0.056 -0.792 0.010 * 

 

R-squared 0.671 Number of obs 347.000 

*** p<0.01, ** p<0.05, * p<0.1 
 

The next variable is gender equality which has been used as a proxy to 

represent the extent to which a society has an environment of fair treatment for 

different segments of the society. The coefficient of this variable is positive and 

statistically significant as well. It means that if a society is ensuring fair treatment 

for all segments/sections of the society is found to be more cohesive. 

 

The next variable is the per capita income level, this variable has a positive 

and statistically significant coefficient. It indicates that if there is an increase in 

income level, it will lead to an increase in social cohesion. It may be due to the 
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reason that when an individual has more income, he/she may have a more social 

life as he/she can participate in the various meetings, can have the membership 

of various organizations, and can attend various functions. The positive relation 

between social cohesion and economic growth/wellbeing has been documented 

by (Boarini et al., 2018; Delhey and Dragolov, 2016). 

 

The next variable is the education level measured by average years of total 

schooling; this variable has no significant impact on social cohesion. It may be 

due to the reason that social cohesion may be affected by the quality of education 

rather than quantity. By quality education we mean that the education that is 

meaningful, relevant, and responsive to the needs of individuals and the society. 

As the increase in total years of schooling does not guarantee quality education 

is taking place thus it may have insignificant impact. 

 

The next variable is income inequality which indicates the presence of 

relative deprivation in the society. This variable bears a negative sign and the 

variable is statistically significant as well. It indicates that if there is an increase 

in income inequality, as a result of the increase in inequality, there will be a 

decrease in social cohesion. It is as per expectation in the light of existing 

literature, which suggests that social cohesion is affected negatively by the 

increase in socio-economic deprivation. The negative impact of inequality on 

social cohesion is highlighted in the literature (see for example (Green et al., 

2006). Inequality can increase social skirmish (Alesina and Perotti, 1996) and 

tension (Wilkinson, 1997) in the society that can have intimidating effects on 

communal trust and civic collaboration and can upsurge insightfulness of 

deprivation amid masses (Green et al. 2010). 

 

The last regressor in this table is globalization, the coefficient of this 

variable is negative, and the variable is statistically significant. It means that if 

there is an increase in overall globalization there will be a decrease in social 

cohesion. The possible reason may be that the process of globalization itself and 

associated changes can affect social cohesion. Globalization may affect social 

cohesion via different channels like Income inequality might increase as a result 

of globalization due to skill-biased technological change induced wage 

inequality, polarization, an increase in the demand for skilled labor, and increase 

in wage dispersion (see for example (Barba et al., 1998; Berman and Machin, 

2000; Robbins, 1996; Vivarelli, 2004) which harms social cohesion. 

 

In the same table given above, the interaction term of economic institutions 

quality and ethnic diversity has been used in order to check the situation of social 

cohesion in an environment where the ethnic diversity co-exists with better 

economic institutional quality. The coefficient of this interaction term is positive 
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and the variable is statistically significant at the 10 percent level of significance. 

It represents an interesting finding i.e. ethnic fractionalization in the presence of 

better quality of economic institutions is no more threat to social cohesion. It turns 

out positive which means that if there are good quality economic institutions 

present, then not only the negative effects are offset but fractionalization can be 

put to use to enhance social cohesion. The rest of the variables have similar effects 

as in the previous regression given in the Table.  

 

In order to have further insights into the interactive relationship between 

economic institutions’ quality and ethnic fractionalization, an interactive 

categorical variable has been developed and used in the regression presented as 

the third specification in the table given above. The coefficients of these 

interaction terms are statistically insignificant which means that economic 

institutions are unable to offset the negative effects of ethnic diversity. 

 

After investigating the contrivance among ethnic diversity, economic 

institutions’ quality, and social cohesion, in Table 4.3.23 Ethnic fractionalization 

has been replaced with linguistic fractionalization and the rest of the variables 

have been retained. The coefficient of the linguistic fractionalization is negative 

and statistically significant. It means linguistic fractionalization has negative 

implications for social cohesion and this finding is consistent with the literature 

that considers diversity as a threat to social cohesion. It may be due to the reason 

that people prefer to have dealings and social relations with people who belong 

to their clan, tribe, caste, ethnic group, and speak the same language, so it may 

lead to a reduction in social cohesion (Alesina and Ferrara, 2002; Anderson and 

Paskeviciute, 2006; Delhey and Newton, 2005; Dincer, 2011; Easterly et al., 

2006; Harell and Stolle, 2008; Hawes and Rocha, 2011; Hero and Preuhs, 2007; 

Kesler and Bloemraad, 2010; Putnam, 2007). 

 

In Table 4.3.23 given above, the interaction term of economic institutions 

quality and linguistic diversity has been used in order to check the situation of 

social cohesion in an environment where the language diversity co-exists with 

better economic institutional quality. The coefficient of this interaction term is 

positive and the variable is statistically significant at the 10 percent level of 

significance. 

 

  



111 

 

 

 

Table 4.3.23 

Economic Institutional Quality Regression with Linguistic Diversity 

 Coef. St.Err. t-value 
p- 

value 

[95% Conf 

Interval] 
Sig 

Economic Institutions 

Quality 
0.016 0.010 1.69 0.092 -0.003 0.035 * 

Linguistic Diversity -1.417 0.276 -5.13 0.000 -1.961 -0.873 *** 

Gender Equality 0.413 0.081 5.09 0.000 0.253 0.573 *** 

Income 0.143 0.038 3.71 0.000 0.067 0.218 *** 

Education -0.013 0.008 -1.61 0.108 -0.029 0.003  

Income inequality -0.005 0.002 -3.53 0.000 -0.008 -0.002 *** 

Globalization -0.002 0.001 -1.70 0.090 -0.005 0.000 * 

Constant -33.822 8.332 -4.06 0.000 -50.235 -17.409 *** 

 

R-squared 0.663 Number of obs 328.000 

Hausman test   Chi2  27.61   Prob  0.000*** 

Institutional 

Quality*Linguistic Diversity 
0.046 0.027 1.69 0.093 -0.008 0.099 * 

Gender Equality 0.408 0.080 5.10 0.000 0.250 0.565 *** 

Income 0.138 0.038 3.60 0.000 0.062 0.213 *** 

Education -0.012 0.008 -1.50 0.135 -0.028 0.004  

Income Inequality -0.005 0.002 -3.61 0.000 -0.008 -0.002 *** 

Globalization -0.002 0.001 -1.62 0.106 -0.005 0.000  

Constant -0.478 0.266 -1.80 0.073 -1.001 0.045 * 

 

R-squared 0.664 Number of obs 328.000 

 

Low Institutional quality-

Low Linguistic Diversity 
-0.014 0.019 -0.77 0.444 -0.051 0.022  

Low Institutional quality-

high Linguistic Diversity 
-0.091 0.040 -2.29 0.023 -0.170 -0.013 ** 

High Institutional quality-

Low Linguistic Diversity 
0.000 . . . . .  

High Institutional quality-

High Linguistic Diversity 
-0.058 0.043 -1.37 0.173 -0.143 0.026  

Gender Equality 0.393 0.081 4.87 0.000 0.234 0.551 *** 

Income 0.135 0.038 3.54 0.000 0.060 0.210 *** 

Education -0.009 0.009 -1.05 0.295 -0.026 0.008  

Income inequality -0.006 0.001 -3.87 0.000 -0.009 -0.003 *** 

Globalization -0.002 0.001 -1.57 0.118 -0.005 0.001  

Constant -0.319 0.228 -1.40 0.163 -0.768 0.130  

 

R-squared 0.668 Number of obs 347.000 

*** p<0.01, ** p<0.05, * p<0.1 
 

It indicates that linguistic fractionalization in the presence of better quality 

of economic institutions is no more threat to social cohesion. It turns out positive 

which means that if there are good quality economic institutions present, then not 

only the negative effects are offset but fractionalization can be put to use to 

enhance social cohesion. The rest of the variables have similar effects as in the 

previous regression given in the table.  

 

In order to have further insights into the interactive relationship between 

economic institutions’ quality and linguistic fractionalization, an interactive 
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categorical variable has been developed and used in the regression presented in 

the same table given above. The coefficient of the interaction of low economic 

institutions quality and low linguistic diversity is negative; however, it is 

statistically insignificant which means that the coexistence of low linguistic 

diversity and low political institutions quality has no significant impact on social 

cohesion as compared to a situation where society has low linguistic diversity and 

high political institutions quality (base category). The next coefficient of the 

interaction of low economic institutions’ quality and high linguistic diversity is 

negative and statistically significant as well. It indicates that a society where there 

is a coexistence of high linguistic diversity and low economic institutional quality 

will be having low level of social cohesion as compared to a society where there 

are low linguistic diversity and high economic institutions’ quality (base 

category). It may be due to the reason that in a highly linguistic fractionalized 

society with low economic institutional quality, better decisions are not made for 

investment in human capital and physical capital, there may be a less efficient 

allocation of resources and production process, this may lead to a lower standard 

of living and people may indulge in conflicts and thereby reducing social 

cohesion. 

 

The next coefficient of the interaction of high economic institutions quality 

and high linguistic diversity is negative but it is statistically insignificant. The rest 

of the variables are the same as in the previous regression with a similar impact. 

 

After investigating the impact of linguistic fractionalization on social 

cohesion in the presence of economic institutions quality, in the next the table, 

the linguistic fractionalization has been replaced with religious fractionalization, 

while other variables are the same as in previous regressions. Interestingly 

religious fractionalization has the positive impact on social cohesion and it is 

consistent with the literature which suggests that diversity can help to build social 

cohesion due to the reason that people learn to live together in a diverse 

environment, we have found fractionalization on religious grounds is an asset not 

a threat to social cohesion (Tolsma et al., 2009). 

 

  



113 

 

 

 

Table 4.3.24 

Economic Institutional Quality Regression with Religious Diversity 

 Coef. St.Err. t-value 
p- 

value 

[95% Conf 

Interval] 
Sig 

Economic Institutions 

Quality 
0.019 0.010 1.93 0.054 0.000 0.038 * 

Religious Diversity 0.468 0.115 4.09 0.000 0.243 0.694 *** 

Gender Equality 0.405 0.081 4.99 0.000 0.245 0.565 *** 

Income 0.141 0.038 3.67 0.000 0.065 0.216 *** 

Education -0.010 0.008 -1.16 0.249 -0.026 0.007  

Income inequality -0.005 0.002 -3.60 0.000 -0.008 -0.002 *** 

Globalization -0.002 0.001 -1.76 0.080 -0.005 0.000 * 

Constant -0.512 0.266 -1.93 0.055 -1.036 0.012 * 

 

R-squared 0.656 Number of obs 333.000 

Hausman test   Chi2  27.71   Prob  0.000*** 

*** p<0.01, ** p<0.05, * p<0.1 
 

After investigating the contrivance among various fractionalization 

measures (ethnic, linguistic, and religious) economic institutions quality, and 

social cohesion. Now we are going to investigate the impact of Polarization 

measures (ethnic and religious) in the presence of economic institutions’ quality. 

In Table 4.3.25 fractionalization has been replaced with ethnic polarization and 

the rest of the variables are the same. The coefficient of ethnic polarization is 

negative and statistically significant. It means if there is an increase in ethnic 

polarization it will have negative implications for social cohesion. It is an 

interesting finding which indicates that on one hand fractionalization is a threat 

to social cohesion but on the other hand polarization is even more threat to social 

cohesion as the coefficient of ethnic polarization is greater than ethnic 

fractionalization. In the table given below in the second specification, the 

interaction term of economic institutions quality and ethnic polarization has been 

used in order to check the situation of social cohesion in an environment where 

the ethnic polarization co-exists with economic institutional quality. 
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Table 4.3.25 

Economic Institutional Quality Regression with Ethnic Polarization 

 Coef. St.Err. t-value 
p- 

value 

[95% Conf 

Interval] 
Sig 

Institutional Quality 0.019 0.010 1.93 0.054 0.000 0.038 * 

Ethnic Polarization -2.574 0.516 -4.99 0.000 -3.592 -1.557 *** 

Gender Equality 0.405 0.081 4.99 0.000 0.245 0.565 *** 

Income 0.141 0.038 3.67 0.000 0.065 0.216 *** 

Education -0.010 0.008 -1.16 0.249 -0.026 0.007  

Income inequality -0.005 0.002 -3.60 0.000 -0.008 -0.002 *** 

Globalization -0.002 0.001 -1.76 0.080 -0.005 0.000 * 

Constant -1.460 0.466 -3.13 0.002 -2.377 -0.543 *** 

 

R-squared 0.656 Number of obs 333.000 

Hausman test   Chi2  29.79   Prob  0.000*** 

Institutional Quality*Ethnic 

Polarization 
0.030 0.016 1.88 0.061 -0.001 0.061 * 

Gender Equality 0.405 0.081 5.01 0.000 0.246 0.564 *** 

Income 0.143 0.038 3.72 0.000 0.067 0.218 *** 

Education -0.010 0.008 -1.23 0.220 -0.027 0.006  

Income Inequality -0.006 0.002 -3.67 0.000 -0.008 -0.003 *** 

Globalization -0.002 0.001 -1.73 0.084 -0.005 0.000 * 

Constant -0.523 0.265 -1.97 0.050 -1.045 -0.001 * 

 

R-squared 0.656 Number of obs 333.000 

 

Low Institutional quality-

Low Ethnic Polarization 
-0.006 0.028 -0.20 0.840 -0.060 0.049  

Low Institutional quality-

high Ethnic Polarization 
-0.084 0.044 -1.90 0.059 -0.171 0.003 * 

High Institutional quality-

Low Ethnic Polarization 
0.000 . . . . .  

High Institutional quality-

High Ethnic Polarization 
-0.052 0.045 -1.15 0.250 -0.142 0.037  

Gender Equality 0.391 0.080 4.87 0.000 0.233 0.549 *** 

Income 0.136 0.038 3.57 0.000 0.061 0.210 *** 

Education -0.009 0.008 -1.01 0.313 -0.025 0.008  

Income inequality -0.006 0.001 -3.85 0.000 -0.009 -0.003 *** 

Globalization -0.002 0.001 -1.63 0.105 -0.005 0.000  

Constant -0.329 0.230 -1.43 0.153 -0.782 0.123  

 

R-squared 0.669 Number of obs 347.000 

*** p<0.01, ** p<0.05, * p<0.1 
 

The coefficient of this interaction term is positive and the variable is 
statistically significant at the 10 percent level of significance. It indicates that ethnic 
polarization in the presence of better quality of economic institutions is no more 
threat to social cohesion. It turns out positive which means that if there are good 
quality economic institutions present, then not only the negative effects are offset 
but polarization can be put to use to enhance social cohesion. The rest of the variables 
have similar effects as in the previous regression.  
 

In order to have further insights into the interactive relationship between 
economic institutions’ quality and ethnic polarization, an interactive categorical 
variable has been developed and used in the regression presented in the same table 
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given above. The coefficient of the interaction of low economic institutions quality 
and low ethnic polarization is negative; however, it is statistically insignificant 
which means that the coexistence of low ethnic polarization and low political 
institutions quality has no significant impact on social cohesion as compared to a 
situation where society has low ethnic polarization and high political institutions 
quality (base category). The next coefficient of the interaction of low economic 
institutions’ quality and high ethnic polarization is negative and statistically 
significant as well. It indicates that a society where there is the coexistence of high 
ethnic polarization and low economic institutional quality will be having a low level 
of social cohesion as compared to a society where there are low ethnic polarization 
and high economic institutions quality (base category). It may be due to the reason 
that in a highly ethnically polarized society with low economic institutional quality, 
conflict management mechanism of economic institutions may be less effective due 
to the reason that due to the very large size of the contending groups, less effective 
political institutions will be unable to handle these large-sized groups. 
 

The next coefficient of the interaction of high economic institutions quality 
and high ethnic polarization is though negative but it is statistically insignificant, 
which indicates that the negative effect of the presence of high ethnic polarization 
on social cohesion is offset with the coexistence of high-quality economic 
institutions as compared to base category. The rest of the variables are the same as 
in the previous regression with the similar impact. 
 

After investigating the impact of ethnic polarization on social cohesion in the 
presence of economic institutions quality, in the next table, the ethnic polarization 
has been replaced with religious polarization, while other variables are the same as 
in previous regressions. The coefficient of religious polarization is negative and 
statistically significant. It means if there is an increase in religious polarization it 
will have negative implications for social cohesion. It is an interesting finding which 
is in contradiction with religious fractionalization as religious fractionalization has 
been found beneficial for social cohesion but religious polarization has been found 
a threat to social cohesion. It indicates that if there are very large-sized religious 
polarized groups, they will disturb the social harmony in the society. 
 

In the Table 4.3.26 given below, the interaction term of economic institutions 
quality and religious polarization has been used in order to check the situation of 
social cohesion in an environment where the religious polarization co-exists with 
economic institutional quality. The coefficient of this interaction term is positive and 
the variable is statistically significant as well, which represents an interesting finding 
i.e. religious polarization in the presence of better quality of economic institutions is 
no more threat to social cohesion. It turns out positive which means that if there are 
good quality economic institutions present, then not only the negative effects are 
offset but polarization can be put to use to enhance social cohesion. The rest of the 
variables have similar effects as in the previous regression given in the table. 
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In order to have further insights into the interactive relationship between 
economic institutions’ quality and ethnic polarization, an interactive categorical 
variable has been developed and used in the regression presented as the third 
specification in the table given above. The coefficients of these interaction terms are 
statistically insignificant, it indicates that economic institutions are unable to offset 
the negative effects of religious polarization.  

 
Table 4.3.26 

Economic Institutional Quality Regression with Religious Polarization 

 Coef. St.Err. t-value 
p- 

value 

[95% Conf 

Interval] 
Sig 

Institutional Quality 0.019 0.010 1.93 0.054 0.000 0.038 * 

Religious Polarization -442.204 88.704 -4.99 0.000 -616.948 -267.459 *** 

Gender Equality 0.405 0.081 4.99 0.000 0.245 0.565 *** 

Income 0.141 0.038 3.67 0.000 0.065 0.216 *** 

Education -0.010 0.008 -1.16 0.249 -0.026 0.007  

Income inequality -0.005 0.002 -3.60 0.000 -0.008 -0.002 *** 

Globalization -0.002 0.001 -1.76 0.080 -0.005 0.000 * 

Constant -0.519 0.267 -1.94 0.053 -1.046 0.007 * 

 

R-squared 0.656 Number of obs 333.000 

Hausman test Chi2 27.63 Prob 0.000*** 

Institutional 

Quality*Religious 

Polarization 

0.034 0.022 1.57 0.118 -0.009 0.077  

Gender Equality 0.397 0.080 4.94 0.000 0.239 0.556 *** 

Income 0.141 0.038 3.70 0.000 0.066 0.216 *** 

Education -0.010 0.008 -1.15 0.253 -0.026 0.007  

Income Inequality -0.005 0.002 -3.64 0.000 -0.008 -0.003 *** 

Globalization -0.002 0.001 -1.74 0.084 -0.005 0.000 * 

Constant -0.527 0.263 -2.00 0.046 -1.045 -0.009 ** 

 

R-squared 0.656 Number of obs 333.000 

 

Low Institutional quality-

Low Religious Polarization 
-0.029 0.020 -1.43 0.155 -0.069 0.011  

Low Institutional quality-

high Religious Polarization 
0.160 0.103 1.55 0.123 -0.044 0.363  

High Institutional quality-

Low Religious Polarization 
0.000 . . . . .  

High Institutional quality-

High Religious Polarization 
0.175 0.107 1.65 0.101 -0.035 0.385  

Gender Equality 0.398 0.081 4.91 0.000 0.238 0.558 *** 

Income 0.134 0.038 3.51 0.001 0.059 0.209 *** 

Education -0.009 0.008 -1.10 0.272 -0.026 0.007  

Income inequality -0.006 0.001 -3.76 0.000 -0.008 -0.003 *** 

Globalization -0.002 0.001 -1.58 0.116 -0.005 0.001  

Constant -0.571 0.305 -1.87 0.062 -1.170 0.029 * 

 

R-squared 0.668 Number of obs 347.000 

*** p<0.01, ** p<0.05, * p<0.1 
After investigating the impact of various measures of diversity with the 

coexistence of economic institutions’ quality on social cohesion, now we are 

going to investigate the impact of the coexistence of economic institutions’ 

quality and income inequality on social cohesion. For this purpose, interaction 
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term of economic institutions quality and income inequality has been used to 

check the situation of social cohesion in an environment where the income 

inequality co-exists with economic institutional quality. The results are reported 

in Table 4.3.27. The coefficient of this interaction term is positive and the variable 

is statistically significant as well, which represents an interesting finding i.e. 

income inequality in the presence of better quality of economic institutions is no 

more threat to social cohesion. The rest of the variables have similar effects as in 

the previous regression given in the table.  

 
Table 4.3.27 

Economic Institutions Quality and Income Inequality Interaction 

 Coef. St.Err. t-value 
p- 

value 

[95% Conf 

Interval] 
Sig 

Institutional Quality 

*Income Inequality 
0.000 0.000 2.05 0.042 0.000 0.001 ** 

Gender Equality 0.407 0.082 4.99 0.000 0.246 0.567 *** 

Income 0.142 0.038 3.72 0.000 0.067 0.218 *** 

Education -0.010 0.008 -1.20 0.231 -0.027 0.006  

Income Inequality -0.005 0.002 -3.45 0.001 -0.008 -0.002 *** 

Globalization -0.002 0.001 -1.73 0.085 -0.005 0.000 * 

Constant -0.531 0.264 -2.01 0.045 -1.051 -0.011 ** 

 

R-squared 0.657 Number of obs 333.000 

 

Low Institutional quality-

Low Income Inequality 
0.009 0.018 0.48 0.631 -0.027 0.045  

Low Institutional quality-

high Income Inequality 
-0.032 0.023 -1.36 0.175 -0.078 0.014  

High Institutional quality-

Low Income inequality 
0.000 . . . . .  

High Institutional quality-

High Income inequality 
-0.020 0.023 -0.87 0.386 -0.065 0.025  

Gender Equality 0.397 0.080 4.93 0.000 0.239 0.556 *** 

Income 0.138 0.037 3.70 0.000 0.064 0.211 *** 

Education -0.009 0.008 -1.07 0.287 -0.026 0.008  

Income inequality -0.004 0.002 -2.34 0.020 -0.007 -0.001 ** 

Globalization -0.002 0.001 -1.62 0.106 -0.005 0.000  

Constant -0.492 0.201 -2.44 0.015 -0.888 -0.095 ** 

 

R-squared 0.670 Number of obs 347.000 

*** p<0.01, ** p<0.05, * p<0.1 
 

In order to have further insights into the interactive relationship between 

economic institutions’ quality and income inequality, an interactive categorical 

variable has been developed and used in the regression presented in the same table 

given above. The coefficient of the interaction of low economic institutions 

quality and low-income inequality is positive; however, it is statistically 

insignificant which means that coexistence of low-income inequality and low 

economic institutions quality has no threat to social cohesion as compared to a 

situation where society has low-income inequality and high political institutions 

quality (base category). The next coefficient of the interaction of low economic 



118 

 

 

 

institutions quality and high-income inequality is negative, however it 

statistically insignificant as well. The next coefficient of the interaction of high 

economic institutions’ quality and high religious polarization is negative and 

statistically insignificant. The rest of the variables are the same as in the previous 

regression with a similar impact. 

 

After investigating the impact of the coexistence of economic institutions’ 

quality and income inequality on social cohesion, now we are going to investigate 

this phenomenon for globalization. For this purpose, interaction term of economic 

institutions quality and globalization has been used in order to check the situation 

of social cohesion in an environment, where the globalization co-exists with 

economic institutional quality. The results are reported in Table 4.3.28. The 

coefficient of this interaction term is positive and the variable is statistically 

significant as well, it indicates that in the presence of better quality of economic 

institutions, globalization is no more threat to social cohesion. The rest of the 

variables have similar effects as in the previous regression given in the table.  

 

In order to have further insights into the interactive relationship between 

economic institutions’ quality and globalization, an interactive categorical 

variable has been developed and used in the regression presented in the same table 

given below. The coefficients of these interactions are statistically insignificant 

which means that into the coexistence of globalization and economic institutions 

have no harmful effect on social cohesion. 
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Table 4.3.28 

Economic Institutional Quality and Globalization Interaction 

 Coef. St.Err. t-value 
p- 

value 

[95% Conf 

Interval] 
Sig 

Economic institutions  

Quality*Globalization 
0.000 0.000 2.02 0.044 0.000 0.001 ** 

Gender Equality 0.401 0.080 5.00 0.000 0.243 0.559 *** 

Income 0.144 0.038 3.77 0.000 0.069 0.219 *** 

Education -0.010 0.008 -1.16 0.247 -0.026 0.007  

Income Inequality -0.005 0.002 -3.65 0.000 -0.008 -0.003 *** 

Globalization -0.002 0.001 -1.83 0.068 -0.005 0.000 * 

Constant -0.527 0.263 -2.01 0.046 -1.045 -0.010 ** 

 

R-squared 0.657 Number of obs 333.000 

 

Low Institutional  

Quality-Low Globalization 
-0.024 0.022 -1.10 0.271 -0.067 0.019  

Low Institutional  

Quality-High Globalization 
-0.015 0.020 -0.75 0.453 -0.055 0.024  

High Institutional  

Quality-Low Globalization 
0.000 . . . . .  

High Institutional  

Quality-High Globalization 
0.011 0.023 0.48 0.634 -0.035 0.057  

Gender Equality 0.397 0.081 4.93 0.000 0.238 0.556 *** 

Income 0.134 0.038 3.52 0.001 0.059 0.209 *** 

Education -0.008 0.009 -0.91 0.363 -0.026 0.009  

 

R-squared 0.668 Number of obs 347.000 

*** p<0.01, ** p<0.05, * p<0.1 
 

 

4.4 SUMMARY  

 

In this section, the empirical results of the impact of overall 

/political/legal/economic institutional quality and other variables on social 

cohesion have been given. Various specifications have been used and the 

dependent variable in all these specifications has been social cohesion 

represented by intergroup cohesion. The main independent variable has been 

political/legal/economic/overall institutional quality and it has been also used in 

various interactive forms with other variables that have been found a threat to 

social cohesion. The other independent variables used in the analysis have been: 

diversity (fractionalization/Polarization covering ethnic, linguistic, and religious 

dimensions), gender equality, income level, level of education, income 

inequality, and globalization. In the analysis, each diversity measure (ethnic, 

linguistic, and religious fractionalization; ethnic and religious polarization) has 

been used alternatively with other independent variables. It has been found that 

ethnic fractionalization, linguistic fractionalization, ethnic polarization, religious 

polarization, income inequality, and globalization are a threat to social cohesion, 

while: political/legal/economic/overall institutional quality, gender equality, and 

per capita income level augment social cohesion. In order to check, if the negative 
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effects of ethnic fractionalization, linguistic fractionalization, ethnic polarization, 

religious polarization, income inequality, and globalization, can be offset by the 

presence of political/legal/economic/overall institutional quality, an interactive 

term of political/legal/economic/overall institutional quality with each of these 

variables (ethnic fractionalization, linguistic fractionalization, ethnic 

polarization, religious polarization, income inequality, and globalization) has 

been used. It has been found that each of the interaction terms between 

political/legal/economic/overall institutional quality and each of the deleterious 

variables for social cohesion (ethnic fractionalization, linguistic fractionalization, 

ethnic polarization, religious polarization, income inequality, and globalization) 

has been positive. It indicated that the negative effects of ethnic fractionalization, 

linguistic fractionalization, ethnic polarization, religious polarization, income 

inequality, and globalization have been offset by the presence of better-quality 

political institutions. In order to have further insights in this interactive relation 

an interactive categorical form for each of the deleterious factor has been used as: 

1= Low political/legal/economic / overall institutional quality -Low: Ethnic 

fractionalization/ linguistic fractionalization / ethnic polarization / religious 

polarization / income inequality / globalization ; 2=Low political / legal / 

economic / overall institutional quality -High: Ethnic fractionalization / linguistic 

fractionalization / ethnic polarization/ religious polarization / income inequality / 

globalization; 3= High political / legal / economic / overall institutional quality -

Low: Ethnic fractionalization/ linguistic fractionalization / ethnic polarization / 

religious polarization/ income inequality/ globalization; 4= High political / legal 

/ economic / overall institutional quality-High: Ethnic fractionalization / linguistic 

fractionalization / ethnic polarization / religious polarization/ income inequality / 

globalization. The third category  

(3= High political / legal / economic / overall institutional quality-Low: Ethnic 

fractionalization / linguistic fractionalization / ethnic polarization / religious 

polarization/ income inequality/ globalization) in each case has been used as base 

category. The key finding of this categorical interactive form has been that the 

social cohesion is in more danger when there is the presence of low political / 

legal / economic / overall institutional quality coupled with high: Ethnic 

fractionalization / linguistic fractionalization / ethnic polarization / religious 

polarization / income inequality / globalization as compared to a situation where 

there is the presence of high political / legal / economic / overall institutional 

quality coupled with low: Ethnic fractionalization / linguistic fractionalization/ 

ethnic polarization / religious polarization / income inequality / globalization.  
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CHAPTER 5: 
 

CONCLUSION AND POLICY SUGGESTIONS 
 

 

5.1 CONCLUSION 

 

The current study has been an effort to investigate the impact of 

Institutional Quality on social cohesion. Institutional quality of three types of 

institutions has been used in the analysis namely: political, legal, economic, lastly 

an over institutional index has been generated by applying principal component 

analysis (PCA) on political, legal, and economic institutional quality. For 

comparative analysis the basic specification of the model has been kept constant 

(same control variables) and one of the institutional quality variables has been 

used alternatively and lastly overall institutional quality index has been used.  

 

Panel data has been used in a worldwide perspective, covering more than 

120 economies and five-year average data has been used for the years 1990, 1995, 

2000, 2005, 2010 as per the availability of data. After descriptive analysis, 

correlation analysis has been used and a significant correlation has been found in 

the majority of the variables. The regression analysis has been done by applying 

fixed-effect model which was found to be an appropriate technique for the 

estimation based on the results of Hausman Test. To handle the possible issue of 

heteroscedasticity fixed-effect model has been used with robust standard errors. 

First of all, the impact of political institutions is analyzed, then of legal followed 

by economic institutions and lastly, the impact of overall institutional quality 

(index constructed from political, legal, and economic institutional quality) is 

examined.  

 

The dependent variable has been social cohesion represented by intergroup 

cohesion. The main independent variable has been institutional quality (political, 

legal, economic, and overall) which has been used alternatively. The control 

variables used in the analysis are Diversity (ethnic, linguistic, and religious 

fractionalization; ethnic and religious Polarization), income level, level of 

education, income inequality, globalization, gender equality. Interactive terms of 

institutional quality and deleterious factors for social cohesion have been used in 

various forms. 

 

The results revealed that political institutional quality has a positive and 

statistically significant impact on social cohesion. Ethnic and linguistic 

fractionalization has been found negatively effecting social cohesion, however, it 

has been found that religious fractionalization poses no threat to social cohesion 
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instead it is helpful for social cohesion. Ethnic and religious polarization has been 

found as a threat to social cohesion. Income level has been found useful for 

enhancing social cohesion. Education level represented by average years of total 

schooling has been found insignificant in determining social cohesion. Income 

inequality has been found as another threat to social cohesion. Globalization has 

been found negatively effecting social cohesion and it was also statistically 

significant. Gender equality has been found helpful for social cohesion.  

 

To check the impact of ethnic and linguistic fractionalization, ethnic and 

religious polarization, income inequality, and globalization on social cohesion in 

co-existence with political institutional quality, these deleterious factors have 

interacted with political institutional quality. It has been found that the 

coefficients of all these interaction terms are positive and statistically significant. 

It indicates that in the presence of high-quality political institutions, ethnic and 

linguistic fractionalization/ ethnic and religious polarization can be managed in 

such an efficient manner that, it is no more a threat to social cohesion, rather it 

may be put to use to enhance social cohesion. Similarly, when income inequality 

and globalization have interacted with political institutional quality, not only the 

negative effects of these variables are disappeared but they turn out to be positive. 

This indicates that better quality political institutions can overcome the negative 

effects of income inequality and the benefits of globalization can be reaped in the 

presence of better political institutional quality. Furthermore in order to have 

further insights in the interactive relationship between political institutions 

quality and deleterious factor for social cohesion an interactive categorical form 

for each of the deleterious factor has been used as: 1= Low Political Institutional 

Quality -Low: Ethnic fractionalization / linguistic fractionalization/ ethnic 

polarization/ religious polarization / income inequality / globalization ; 2=Low 

Political Institutional Quality -High: Ethnic fractionalization / linguistic 

fractionalization / ethnic polarization / religious polarization / income inequality 

/ globalization; 3= High Political Institutional Quality -Low: Ethnic 

fractionalization / linguistic fractionalization / ethnic polarization / religious 

polarization / income inequality / globalization; 4= High Political Institutional 

Quality-High: Ethnic fractionalization / linguistic fractionalization / ethnic 

polarization / religious polarization/ income inequality / globalization. The third 

category (3= High Political Institutional Quality -Low: Ethnic fractionalization/ 

linguistic fractionalization / ethnic polarization / religious polarization/ income 

inequality/ globalization) in each case has been used as base category. The key 

finding of this categorical interactive form has been that the social cohesion is in 

more danger when there is the presence of low political institutional quality 

coupled with high: Ethnic fractionalization/ linguistic fractionalization/ ethnic 

polarization/ religious polarization/ income inequality/ globalization as compared 

to a situation where there is the presence of high political institutional quality 
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coupled with low: Ethnic fractionalization/ linguistic fractionalization/ ethnic 

polarization/ religious polarization/ income inequality/ globalization.  

 

After analyzing the impact of political-institutional quality, the impact of 

legal institutional quality on social cohesion has been examined. The results 

revealed that legal institutional quality enhances social cohesion significantly in 

all specifications. Ethnic and linguistic fractionalization have the negative and 

statistically significant impact on social cohesion, while religious 

fractionalization has a positive and statistically significant impact on social 

cohesion. Ethnic and religious polarization has a negative and statistically 

significant impact on social cohesion. Education has been found statistically 

insignificant in most of the specifications. Income inequality has been found 

negatively and statistically significantly effecting social cohesion in all 

specifications. Gender equality and inclusion of minorities have been found 

statistically helpful for social cohesion in the specifications, these have been used. 

These findings are similar as in the case of political-institutional quality. 

Similarly, the coexistence of deleterious factors of social cohesion with legal 

institutional quality has also been examined. For this purpose, similar interaction 

terms have been used alternatively between institutional quality and these 

deleterious factors of social cohesion. After interacting with legal institutional 

quality, not only the harmful effects of fractionalization, polarization, income 

inequality, and globalization are disappeared but they also turn out to be helpful 

for social cohesion. Similarly, to have further insights in the interactive 

relationship between legal institutional quality and deleterious factors for social 

cohesion an interactive categorical form for each of the deleterious factors has 

been used as in the case of political-institutional quality with almost similar 

findings. 

 

After analyzing the impact of legal institutional quality, the impact of 

economic institutional quality on social cohesion has been examined. Similarly, 

to have further insights into the interactive relationship between legal institutional 

quality and deleterious factors for social cohesion an interactive categorical form 

for each of the deleterious factors have been used as in the case of political-

institutional quality with almost similar findings. 

 

After analyzing the impact of economic institutional quality, the impact of 

overall institutional quality (index constructed from political, legal, and economic 

institutions) on social cohesion has been examined. The results revealed that 

overall institutional quality enhances social cohesion significantly in all 

specifications. Ethnic and linguistic fractionalization has a negative and 

statistically significant impact on social cohesion, while religious 

fractionalization has a positive and statistically significant impact on social 
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cohesion. Ethnic and religious polarization has a negative and statistically 

significant impact on social cohesion. Education has been found statistically 

insignificant in most of the specifications. Income inequality has been found 

negatively and statistically significantly effecting social cohesion in all 

specifications. Gender equality and inclusion of minorities have been found 

statistically helpful for social cohesion in the specifications, these have been used. 

These findings are similar as in the case of political and legal institutional quality. 

Similarly, the coexistence of deleterious factors of social cohesion with overall 

institutional quality has also been examined. For this purpose, similar interaction 

terms have been used alternatively between institutional quality and these 

deleterious factors of social cohesion. After interacting with the overall 

institutional quality index, not only the harmful effects of fractionalization, 

polarization, income inequality, and globalization are disappeared but they also 

turn out to be helpful for social cohesion. Similarly, the interactive relationship 

between overall institutional quality and deleterious factor for social cohesion an 

interactive categorical form for each of the deleterious factors has been used as 

in case of overall institutional quality with almost similar findings. 

 
  Summary of Empirical Findings 

Overall 

Institutional  

Quality 

Overall institutional quality enhances social cohesion. It may 

be due to the reason that if better quality institutions exist, 

they can result in better policy formulation, more efficient 

allocation, efficient public service delivery, effective law 

enforcement, ensure an inclusive environment, provide the 

level playing field to all citizens, provide an equal chance to 

improve the lives, provide access to justice, enable people to 

work together effectively and peacefully. So well-functioning 

institutions nurture social cohesion by creating an inclusive, 

efficient and peaceful environment.  

Political 

Institutional  

Quality 

The better-quality political institutions enhance social 

cohesion. As the political institutions are responsible for 

making laws, rules, and regulations for the protection of life, 

respect, property, and enforcement of contracts. If political 

institutions made such laws, rules and regulations under 

which people feel protected, self-respect is ensured, property 

rights are guaranteed and enforcement of contracts is ensured. 

Such society may be a more cohesive and better place to live 

in. 



125 

 

 

 

  Summary of Empirical Findings 

Legal  

Institutional  

Quality 

Legal institution also helps to nurture social cohesion. As 

legal institutions are responsible for the enforcement of laws, 

rules, and regulations set by political institutions for the 

protection of life, respect, property, prevent theft & fraud and 

enforcement of contracts. If the legal system functions 

properly, people will feel protected in terms of life, self-

respect, and property. The contracts signed between owner 

and manager, employer and employee, borrower and lender, 

etc. will be enforceable. Contracts will be enforceable due to 

the fact that authority exists with power to make them 

enforceable. An owner and manager can write a contract 

because they believe that the state, its agents and the courts, 

would be impartial in enforcing the contract. So, all this leads 

to less probability of conflicts which consequently enhances 

the level of social cohesion in the society. 

Economic 

Institutional  

Quality 

Economic institutions also raise the level of social cohesion 

in a society because they play very important role in a society. 

They play their role in determining the investment decisions 

in human capital, physical capital, production process and 

efficient allocation of resources. Economic institutions decide 

economic incentives: the enticements to become educated, to 

save and invest, to innovate and adopt new technologies, and 

so on. Allow and encourage participation by the public in 

economic activities that make the best use of their talents and 

skills and that empower individuals to make the choices they 

desire. For better functioning, an economy also needs other 

public services like roads and a transport network in order to 

transport the goods; a public infrastructure so that economic 

activity can fanfare. If better quality economic institutions 

exist, better decisions are made for investment in human and 

physical capital, they lead to efficient allocation of resources 

and production process, and this may lead to better standard 

of life which gives more chances of interaction among people 

and thereby enhancing social cohesion. 

Income  

Inequality 

Income inequality leads to lower level of social cohesion 

which may be due to the reason that inequality creates the 

perception of unequal treatment and being disadvantageous 

which leads to grievances. These grievances may be related 

to opportunities or resources, which in turn creates social 

unrest and consequently lower level of social cohesion in a 

society. 
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  Summary of Empirical Findings 

Income  

Level 

Real GDP per capita has been used for average income level. 

An increase in average income level leads to an increase in 

level of social cohesion. It may be due to the reason that 

increase in average income level represents the better 

standard of life which gives more chances of interaction 

among people and thereby enhancing social cohesion in a 

society. 

Diversity Diversity in the form of ethnic and linguistic fractionalization 

has negative impact on social cohesion. It may be due to the 

reason that people like to interact with those, who belong to 

similar culture, speak similar language and they feel less 

comfortable in interaction with people of other 

cultures/languages. Ethnic and linguistic polarization is more 

dangerous for social cohesion as compared to ethnic and 

linguistic fractionalization. It may be due to the reason that, it 

is very difficult to manage the polarized groups particularly 

when they are very large and equal in size. 

Gender  

Equality 

Gender equality has been used as a proxy to represent the 

extent to which a society has an environment of fair treatment 

for different segments of the society Gender equality 

enhances social cohesion. It means that if a society is ensuring 

fair treatment for all segments/sections of the society, it will 

be a more cohesive society. 

Globalization Globalization has negative impact on social cohesion. The 

possible reason may be that the process of globalization itself 

and associated changes can affect social cohesion. 

Globalization may affect social cohesion via different 

channels like income inequality might increase as a result of 

globalization due to skill-biased technological change, 

induced wage inequality, an increase in the demand for skilled 

labor, and increase in wage dispersion which harms social 

cohesion. 

Education Education level measured by average years of total schooling; 

has no significant impact on social cohesion. It may be due to 

the reason that social cohesion may be affected by the quality 

of education rather than quantity. By quality education we 

mean that the education that is meaningful, relevant, and 

responsive to the needs of individuals and the society. As the 

increase in total years of schooling does not guarantee quality 

education is taking place thus it may have insignificant 

impact. 
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  Summary of Empirical Findings 

Coexistence of 

Better Institutional 

Quality and: 

Diversity/ 

Inequality/ 

Globalization 

To check the coexistence of institutional quality (overall, 

political, legal and economic) interaction terms (simple 

productive terms and categorical from) have been used. The 

simple interaction terms of institutional quality (overall, 

political, legal and economic) and: diversity, inequality, and 

globalization showed positive coefficients. It indicates that 

there is no threat to social cohesion by diversity / inequality / 

globalization in the coexistence of better-quality institutions. 

The categorical interactions showed that social cohesion is in 

more danger when there is low institutional quality (overall, 

political, legal and economic) and high: diversity, inequality, 

globalization as compared to situation when there is high 

institutional quality (overall, political, legal and economic) 

and low: diversity, inequality, and globalization.  

 

 

5.2 POLICY SUGGESTIONS 

 

The results suggest that institutional quality, not itself enhances social 

cohesion but also offset the harmful effects of ethnic and religious polarization, 

ethnic and linguistic fractionalization, globalization, and inequality. Therefore, 

the existence of better institutional quality is of primary importance to develop a 

socially coherent society. So, strengthening of the political, legal and economic 

institutions should be the most desirous objective of public policy making. For 

improving quality of political institutions, this study recommends the assurance 

of freedom of the press (political environment), political rights, checks and 

balances, democratic accountability, control over corruption and bureaucratic 

quality. Further, it is also necessary to minimize internal conflicts by developing 

a vigorous framework whereas the role of military should also be restricted for 

their involvement in politics.  

 

As the legal institutional quality is based upon the protection of property 

rights, freedom of the press (legal environment), civil liberties, judicial 

independence, impartial courts, law and order, and rule of law. Therefore, it is 

required to develop a comprehensive policy and regulatory framework for true 

implementation and to develop quality legal institutions so that social cohesion 

may be assured.  

 

As economic institutions comprised of: business freedom, financial 

freedom, regulatory quality, credit market regulations, labor market regulations, 

business regulations, investment restrictions, and capital controls. These 

regulatory matters on the economic front are an important bottleneck in the 
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countries which have weak institutions. Therefore, it is rigorously important to 

minimize the regulatory burden by developing quality economic institutions. An 

important way out is to digitize the institutions which will not only minimize the 

regulatory burden among the masses but also provide built-in framework toward 

quality economic institutions. This would be a step forward to improve the social 

cohesion toward its desired level.  

 

The study has found that the impact of ethnic diversity (fractionalization) 

in terms of magnitude is far less negative than ethnic polarization. It depicts that 

ethnic polarization is greater threat to the social cohesion as compared to ethnic 

fractionalization. However, if there exists better political, legal and economic 

institutional quality, then negative implications of polarization can be managed 

through developing conflict management mechanism. Therefore, it is 

recommended that the countries which are prone to ethnic polarization must 

enhance the quality of all forms of institutions. Furthermore, an institutional 

mechanism such as conflict management mechanism can be a viable solution for 

sustainable society, that is, where social cohesion exists.  

 

Interestingly, religious fractionalization plays positive role in improving 

social cohesion. However, in case of existence of religious polarization, social 

cohesion deteriorates. It signals toward an important distinction between 

difference in point of view and antagonism. In case of fractionalized groupings 

on religious basis, people can only differ with each other which can further 

beautify the phenomenon of social cohesion. As, polarization means existence of 

large groups in the society or the division of society in large groups which is 

harmful for social cohesion. It can lead to civil war and have long lasting effects 

on the socioeconomic fabric. Therefore, it is suggested that the existence of 

quality institutes is a mandatory condition for the social cohesion. Strong 

institutions serve as a guarantor for all the stakeholders of society for observance 

of their rights as per social agreement (Constitution). For instance, quality legal 

system ensures the timely and fair provision of justice that is “justice for all”. 

Likewise, quality political institutions ensure the much needed legislation and 

policy making for positively using all kinds of fractionalization and polarization 

for positive influence on social cohesion instead of their negative implications. 

The results suggest that there is a need to clearly understand the effects and 

implications of globalization for social interconnection as it is vital for a peaceful, 

harmonious, and prosperous country. There is a need to design policies to 

maximize the benefits of globalization and to make it a source of social cohesion. 

The negative implications of globalization and inequality are also offset if better 

institutional quality prevails. The culture of gender equality needs to be promoted 

which can also be done by better institutional quality. Efforts needs to be made 

to raise the standard of living (real GDP per capita) of people, for which earning 
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opportunities for the marginalized segment of the society may be created. There 

is need to reduce the level of income inequality for which distribution and 

redistribution policies may be designed in such a way that may reduce the level 

of inequality. Therefore, the existence of quality institutions is a necessary as well 

as a sufficient condition for making the world paradise. Furthermore, it is 

obligatory for the countries to assure the following of constitutions without 

victimizing any ethnic or religious sect of the society and the availability of strong 

policy and regulatory framework is the baseline to follow.  

 

 

5.3 LIMITATIONS OF THE STUDY  

 

The main interest of the thesis was in social cohesion which has been 

measured by inter group cohesion. The only data source for this variable is 

database of Indices of Social Development by the International Institute of Social 

Studies (ISS), at Hague. The institute reports the data with five-year intervals. 

The five-year average data was available only for the years 1990, 1995, 2000, 

2005 and 2010. The data prior to 1990 was not available and the recent data after 

2010 has not been published yet. This is a limitation of the study to use the data 

for these years only. Secondly there was also a data constraint for the linguistic 

polarization variable and data was available only for ethnic and religious 

polarization and data on linguistic polarization was not available for the countries 

under consideration. So, this study was limited to use only two dimensions (ethnic 

and religious) of polarization.   
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