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Abstract 

 

Although openness has been widely referred to as a means to improve the human 

condition, it remains poorly defined and underdeveloped. A review of the literature 

suggested that it is used broadly to infer two notions: (1) mobility and freedom of 

movement of economic units, and (2) unrestrained exchange of ideas, skills, and 

information. After an evaluation of the literature including the works on the Open 

Society, a conceptual definition was proposed. This formed the basis to operationalise 

openness in a country’s economic, political, cultural, knowledge, and marketing 

systems. A conceptual model, which comprised six research hypotheses, was proposed 

to assess the role that openness plays in societal welfare. Measures were also proposed 

for these variables. Secondary data for 188 countries were obtained and Partial Least 

Squares path modelling was used to assess both the measurement model and structural 

model. Results showed that the psychometric properties of these indicators were 

satisfactory. Results also revealed that dependency was negatively associated with 

openness, which in turn, was positively associated with equality. Equality and trust 

were both positively related; and while trust had a positive influence on the lack of civil 

disorder, it was negatively related to societal welfare concerning social problems. 

Implications of the findings were discussed along with suggestions for future research. 
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Chapter 1: Introduction 

 

The state of the world today is bleak: 

 

The world remains binary. Over 1 billion people live on $1.25 or less a day, more than 

did when the term third world was coined. Many live in countries, like Brazil and India, 

that seem to have escaped from the third world. And 60 or so small poor countries 

retain third-world characteristics: aid dependency, corruption, violence (Anonymous 

2010, p. 85).  

 

Background 

 

As the above quote suggests that despite significant progress in some parts of the world, 

despair in many underdeveloped and war-torn countries persists. In spite of the hope of 

‘a brave new world’ and the expressed determination of ‘never again’ during the post-

Second World War, the world remains an Orwellian nightmare. The reality of global 

human existence is still framed by historically familiar precedents: colonial legacies and 

economic dependency, sharp inequalities in income and opportunities, exploitation of 

the masses by the elite, oppressive and corrupt governments that repudiate 

accountability to the people, economic and diplomatic isolation, widespread suspicion 

and hopelessness among the disadvantaged populace. These elements are not the 

exclusive domain of the most troubled of countries. The plight of the poorest and most 

disadvantaged segments in developed and developing countries are similarly bleak.  
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Wilkinson and Pickett (2009) pointed out that the rates of mental illness, drug and 

alcohol addiction, infant mortality, obesity, teenage births, homicides, imprisonment 

rates among the poorest segment in OECD countries are much higher than that among 

the richest segment. The authors also observed that the disparity in individual wellbeing 

increases with income inequality; yet quite ironically, countries with larger income 

differences tend to have lower social mobility. Unless governments and civil leaders 

attempt to address this rift through better policy and institutions, the fear and distrust 

between classes is likely to breed the same instability that precipitates a breakdown in 

society, and in some cases, violent conflict. The pitiful, poverty-stricken human 

condition is still highly visible and deserves more attention by scholars and everyone 

else alike. 

 

From ancient times, philosophy and religion have continually provided humanity with 

guidance on how to live better. In more recent times scholars in economics have also 

provided their prescription for improving human welfare. Notable contributions include 

that of Adam Smith ([1776] 1950), David Ricardo ([1817] 1911), Karl Marx (Marx & 

Engels [1888] 1967), and Friedrich von Hayek (1944). Their propositions are varied and 

since the nuances and controversies are both subtle and deep, there remains 

considerable debate on how exactly the human condition should be improved. 

 

Strangely among more modern economists, from Marx to Friedman, there seems a 

degree of agreement concerning the desirability of openness with its sources in 

democratic principles and the right to dissent  (e.g. Friedman 1962; Kuznets 1955; Mao 

1967; Marx [1844] 1969; Marx [1867] 1967; Marx & Engels [1888] 1967; Myrdal 

1957; Popper 1966; Ricardo [1817] 1911; Robertson 1935; Schumpeter 1942; Smith 

[1776] 1950; von Hayek 1945; von Hayek 1960; von Mises 1963; Weber 1958a; 
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Williamson & Buttrick 1954). This theme of openness also underpins the discourse of 

the philosopher Karl Popper, who presented a strong argument for the development of a 

free society known as an open society, the key to which is the ability and right of all to 

criticise those in authority without fear of punishment (Popper 1966). His Utopian 

vision is of an ‘open’ social and political organisation which allows individuals to rise 

according to merit.  

 

Libertarian economists (e.g. Bartley 1988; von Hayek 1944; von Hayek 1960; von 

Mises 1963) provided an economic view of this open society relying on freedom, liberty 

and the market system. Opposed to equalitarianism that they believed unrealistic, both 

the undefined metaphysical notion of competition and the ‘invisible hand’ play a critical 

role in their economic system. Von Hayek (1944; 1960) in particular relied on the 

market system, democratic processes including the constitution, division of power and 

particularly on the autonomy of the judiciary. The system, therefore, to function relies 

on openness, integrity and a set of principles which the legislature cannot subvert. These 

historical positions form the point of departure for further development in this research 

study. Thus the motivation of this study is examine whether the human condition can be 

improved with more openness. 

 

The Research Problem 

 

Manifestations of the openness concept in research have been largely limited to 

economic constructs: willingness to trade, free trade, economic libertarianism, as well as 

trade and economic reform. Representatives from international economic organisations 

such as the World Bank, International Monetary Fund and World Trade Organization 
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have argued that for poor nations, economic openness and liberalization are the 

necessary underpinnings of any successful reform agenda and an improvement in 

human welfare (Dollar 1992; Dollar & Gatti 1999; Sachs & Warner 1995; World Trade 

Organization 2004). Despite the almost-universal ‘move to the market’ (Asian Business 

1992), globalisation and economic integration, only a small number of countries and a 

small proportion of people within them hold a disproportionate amount of economic 

wealth and power as a result of the ‘opening’ of economies.  

 

The world continues to face unprecedented conflict and disaster (Mehanna 2004; United 

Nations 2008; World Health Organisation 2008a). The World Bank reported that one-

fifth of the world’s population live on less than US$1 a day and both the poor and 

developing countries are not catching up with richer ones (The World Bank 2006). The 

United Nations Development Programme’s latest global assessment of the Millennium 

Development Goals was equally grim: poverty and hunger have increased in the last ten 

years in the majority of Sub-Saharan Africa and West Asia (United Nations 

Development Programme 2005). Governments of underdeveloped nations claimed that 

to their detriment, globalisation has brought about a further imbalance in international 

and intra-national economic equality (e.g. The Economist 2004). Evidence of continued 

suffering might prompt one to question the rhetoric: what are the real benefits of 

pursuing an agenda towards a more ‘open’ economy?  

 

The neo-liberal argument presented is since there are gains to be maximised from trade, 

a country can improve its long-term economic standing by establishing or maintaining 

an open market that is unencumbered by trade barriers (Johansson 2002; Krugman & 

Obstfeld 2003a; Terpstra & Sarathy 2000; The Economist 2003; World Trade 

Organization 2004). The liberalism rhetoric could be tenuous because evidence of the 
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link between economic openness and the welfare of a society has been sparse. Evidence 

of the mechanisms of the relationship – how economic openness creates improvements 

in societal welfare – has also been largely unexplored. Are there other factors involved? 

It is my intention to sketch some of the major positions and posit a model that explores 

the link between openness and societal welfare.  

 

In addition, the concept of openness in empirical research has been restricted in its 

conceptualisation and is largely underdeveloped. The word ‘openness’ is used widely 

and frequently enough for the layperson to derive meaning from it; nevertheless, 

scholars have not offered a conceptual definition or operationalisation of openness. 

Researchers in economics have used the term to characterise the nature of economic 

activity in a country, to the exclusion of other units of analysis such as political and 

cultural activity. References to openness in these areas are common; yet, the 

measurement and application of openness as a concept has not extended beyond 

economics. So, what is openness exactly? What other aspects of society can be assessed 

for its openness? It is my intention to etymologise the concept of openness and put 

forward a broader and more holistic conceptual and operational definition of openness 

that can be applied to other aspects of society.  

 

To reiterate, the research problem of concern in this study is twofold. Firstly, even 

though openness appears to be a common thread that runs through liberal economic 

prescriptions for a better way of life, there is insufficient knowledge about openness and 

its relationship with societal welfare. Secondly, despite both the wide acceptance of the 

term ‘openness’ in the commonplace lexicon and its use in a variety of contexts, the 

concept of openness is still imprecise, and largely underdeveloped in research. This 

research study is an attempt to address the research problem.  
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Focus of This Study 

 

The major objectives of this study are:  

 

(1) On the basis of a thorough examination of the literature, define and further 

develop the concept of openness,  

(2) Propose an operationalisation of openness, societal welfare, and other variables 

(i.e. dependency, equality, and trust) in the conceptual model for empirical 

testing, 

(3) Test the measurement model and conceptual model concerning the relationship 

between openness in a society and the welfare of its people, and 

(4) Make suggestions of how researchers and policymakers could apply the findings 

from this study to decision making and future research.  

 

In examining these questions a cross-sectional methodology will be adopted with the 

country as the unit of analysis. Emerging from the literature review, a conceptual model 

and its constituent research hypotheses will be proposed and empirically tested using 

secondary data. The outcome of this study will be a proposed model incorporating 

openness and societal welfare that can be used for further exploration, testing, and 

refinement in future research.  
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Value of This Study 

 

It is hoped that this study will make a novel and significant contribution in several areas 

of research and public policy. Emanating from the first research objective of this study, 

a potential contribution is a proposed conceptual definition emerging from an 

etymology of the openness concept in the literature from disciplines including 

philosophy, politics, sociology, and economics. A definition may help clarify the proper 

use of the term ‘openness’ in both research and practical contexts and serve as a point of 

departure to encourage more research in this area and further development of the 

concept itself. In the process of establishing a conceptual definition, I hope to make 

another contribution by summarising the literature on this topic into a framework that 

can be used in future research relating to the openness concept.  

 

In fulfilling the second research objective of measuring openness, I hope to extend its 

operationalisation in areas outside of economics and trade. Although the term openness 

carries meaning over a variety of disciplines and interests, only researchers in 

economics and trade have operationalised this notion at the country level. It appears that 

this concept is underdeveloped in other disciplines. By proposing a broader and more 

encompassing definition of openness, I aim to operationalise it across a range of 

different systems or aggregations of activity within a society (that is, the external and 

internal economic system, the political system, the cultural system, the knowledge 

system, and the marketing system). A more comprehensive operationalisation of 

openness may cast a more holistic and integrated perspective on this rich construct, 

which in turn, may encourage more research in this area. 
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By extending the operationalisation of openness to the area of marketing systems, I 

hope to make a contribution to macromarketing research. From its earliest sources 

macromarketing as a discipline was presented as consisting of two defining elements: 

‘aggregations;’ and ‘social welfare’ (Bartels 1976; Fiske 1981; Hunt 1976; Hunt 1981; 

Hunt & Barnett 1982; Meade & Nason 1982; Moyer & Hutt 1978; Shawver & Nickels 

1981); therefore, by implication the two questions that are central to macromarketing 

inquiry are: (1) what constitutes human welfare and (2) what is the best marketing 

system for achieving it? In this study, I will propose a measure of openness in the 

marketing system that macromarketing researchers can use to further their 

understanding of the role that marketing plays in improving societal welfare. 

 

Upon empirically testing the conceptual model proposed in this study, I hope to make 

an important theoretical contribution: an understanding of the relationship between 

openness in a society and the welfare of its people. The dominant rhetoric emanating 

from many liberal economic and geo- and socio-political consultants is that openness or 

liberalisation improves the welfare of society (e.g. Dollar 1992; Dollar & Gatti 1999; 

Sachs & Warner 1995; World Trade Organization 2004); however, empirical evidence 

on this matter is not conclusive. Studies by proponents of ‘trade openness’ argue that a 

liberal trade regime promotes economic growth and poverty alleviation (Dollar 1992; 

Dollar & Kraay 2001; Frankel & Romer 1999); but other scholars (e.g. Bhagwati & 

Srinivasan 1985; Chase-Dunn, Kawano & Brewer 2000; Prebisch 1950; Wallerstein 

1974b) argued that underdeveloped countries may be worse off with increased trade 

because these countries increasingly become “exporters of primary, unsophisticated 

products, which relegates them to an inferior position in the international division of 

labour” (Bhagwati 1985, p.15). Further, increased trade may also have ramifications on 

other variables that influence societal welfare, such as income equality and trust within 
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a society (Alesina & La Ferrara 2000; Banfield 1958; Barro 2000; Rothstein & Uslaner 

2005). The model proposed in this study can provide a theoretical framework to test the 

rhetoric of economic liberalism. Findings from this study may help researchers and 

policymakers gain a more complete understanding of how societal welfare can be 

improved. 

 

At the conclusion of this study, I will discuss the application of openness as part of the 

final research objective. I hope to make an applied or practical contribution by 

developing a pertinent construct that may help researchers and policymakers 

characterise and understand differences between governments and societies around the 

world. Such a measure provides the basis for an index by which a particular country can 

be compared to others on the extent of openness. Since this construct is intended to 

comprise different dimensions, it may serve to illustrate that some countries may and 

can be more open in some areas (e.g. external economic system) but less open in others 

(e.g. cultural system). The overall measure of openness proposed in this study can be 

used by researchers and policymakers to summarise the disposition of a government or 

culture and make better policy decisions accordingly. 

 

Overview of This Study 

 

This dissertation comprises five chapters. This chapter, Chapter 1, has provided a 

background and motivation for the research study. In the next chapter, Chapter 2, I will 

present a review of the literature related to this topic with the aim of forming a 

foundation for subsequent conceptual development. In the literature review, I will 

review historical references to the concept of openness and propose a conceptual 
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definition. This definition will then be applied to different aspects of society for the 

purpose of measurement and empirical research. I will then review evidence of links 

between openness and other concepts at the society level, including societal welfare. 

Upon reviewing this evidence, I will propose a conceptual model, which comprises 

research hypotheses about how the variables of interest are related.  

 

In Chapter 3, I will outline the methodology adopted for testing the model. The 

discussion of methodology entails the rationale for the chosen research design and the 

specification of measurement for each variable in the conceptual model (the 

measurement model). Since the model will be tested using secondary data, the process 

of selecting statistical indicators and its sources will also be discussed. In Chapter 4, I 

will report the data analysis procedure and results of the testing of both measurement 

model and conceptual (structural) model. In the final chapter, Chapter 5, I will interpret 

the results and discuss the theoretical and practical implications drawn from those 

results. In conclusion, I will highlight shortcomings of the present study and make 

suggestions for future research.  
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Chapter 2: Literature Review and Conceptual 

Development 

 

In this chapter, a review of the literature relating to openness will be presented; upon 

which, a conceptual definition of openness is subsequently proposed. The definition will 

then be applied to variety of contexts for empirical testing. This conceptualisation will 

serve as a point of departure for the development of a proposed model linking openness 

and societal welfare. The basic elements of the model can be seen in Figure 1 below. 

The proposed model comprises the openness and societal welfare variables, along with 

other variables namely dependency of a society on other societies, equality in a society, 

and levels of trust within a society. Since the analysis is performed at the country level, 

the term society is intended to refer to sovereign states. A review of the literature 

suggests that the relationship between openness and societal welfare is not a direct one; 

instead I hypothesise that dependency influences openness (Hypothesis 1) and equality 

(Hypothesis 2). I also postulate that openness is associated with equality (Hypothesis 3), 

and equality in turn influences trust (Hypothesis 4). Finally, I postulate that trust is 

associated with societal welfare (Hypothesis 5). The theoretical development of the 

proposed conceptual model will be discussed in greater detail in this chapter.  
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Figure 1: A Preview of the Model 
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Openness: An Understated Concept in Welfare Researc h 

 

Since time immemorial, humanity has continually sought ways to improve the human 

condition. Indeed most of the historical texts in philosophy and religion, as well as the 

discussions in the humanities and social sciences disciplines such as history and 

sociology, have been aimed at improving the human condition and welfare of society. 

Economics has also provided a long tradition of commentary on human welfare. 

Notable contributions include those of Adam Smith ([1776] 1950) and David Ricardo 

([1817] 1911) who highlight the mutual gains from free trade; Karl Marx (Marx & 

Engels [1888] 1967) who stressed that economic equality would prevent class wars, and 

Friedrich von Hayek (1944) who advocated the sovereignty of free and liberal economic 

pursuits.  

 

Scholars in macromarketing have also joined this debate, as they have pondered the role 

marketing plays in improving human welfare (Day 1978; Drucker 1958; Fiske 1981; 

Hunt 1976; Hunt 1981; Hunt & Barnett 1982; Hunt & Goolsby 1988; Kilbourne, 

McDonagh & Prothero 1997; Kotler & Levy 1969; Kotler & Zaltman 1971; Pecotich & 

Shultz II 1998; Wilkie & Moore 1999). There are several facets of the macromarketing 

proposition, three of which include: improved quality-of-life through greater choice in 

consumption (Day 1978; Day 1987; Wilkie & Moore 1999), higher economic growth 

through more effective and efficient marketing channels (Kaynak & Savitt 1984; 

Pecotich & Shultz II 1998; Thorelli & Sentell 1982) and ethical production and 

sustainable consumption (Bartels 1968; Kilbourne, McDonagh & Prothero 1997; Sirgy 

& Lee 1996).  
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The intention of these scholars to improve the welfare of society is unequivocal; 

however, there is still considerable debate on how it should be achieved. Yet, their ideas 

appear to share common themes such as the quest for adaptation and betterment, the 

liberty to pursue self-interests, and the principles of equality and reciprocity. These 

themes are also inherent both in the work of philosophers such as Confucius, Plato, 

John Stuart Mill, and Karl Popper, as well as, in all religious teachings (e.g. the biblical 

quote from Mark 12: 31 “…thou shalt love thy neighbour as thyself”). Although it has 

been rarely acknowledged, the values advocated here are embodied within the concept 

of openness. 

 

Openness is a useful starting point to develop a comprehensive framework to improve 

the human condition. The word ‘openness’, as most dictionaries suggest, has several 

meanings including a receptivity to change, willingness to embrace all, unfettered 

passage, as well as, transparency and fairness. Notable philosophers such as Immanuel 

Kant, Henri Bergson, and Karl Popper, all of whom advocate an ‘Open Society’, have 

suggested that ‘openness’ is the best way to improve human welfare (Bergson [1935] 

1977; Kant 1927; Popper 1966). Their prescription for a better society indicates that 

openness as a word carries significance but as a concept in research, it remains 

underdeveloped. 

 

With the exception of economics, openness is largely underdeveloped in social sciences 

research. A review of the literature on openness did not reveal any conceptual or 

operational definitions. In addition, empirical research on openness outside of 

economics has been sparse. The explication of openness appeared to reside almost 

exclusively in the philosophical writings of advocates of the Open Society (Bergson 
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[1935] 1977; Germino & Von Beyme 1974; Popper 1966); yet, the word itself is used 

commonly enough for the layperson to derive meaning from it.  

 

Authors targeting the layperson often used openness as a label (e.g. Anonymous 1998a; 

Anonymous 1998b; Crook 1993; Hein 1989), albeit subjectively. They deemed some 

regimes and cultures to be ‘open’ while others ‘closed’ (or less open). The terms 

‘open/closed’ appeared to be used interchangeably, along with a range of other terms 

which include ‘transparent/corrupt’, ‘free/oppressive’, ‘progressive/backward’, 

‘outward/inward’, and ‘capitalist/communist’. The words ‘open’ and ‘openness’ have 

been imbued with many value statements because a conceptual definition in the 

literature has not been forthcoming. This problem, in turn, has both restricted the 

usefulness of openness as a concept in research and limited our understanding of the 

role it plays in improving societal welfare.  

 

To fulfil the first research objective of this study, I will review the use of openness in 

the literature in the following section and propose a conceptual definition for empirical 

testing, which will aid in the fulfilment of the other three research objectives. 

 

Use of Openness in the Literature 

 

Openness has many meanings because its root word ‘open’ also has many meanings, 

some of which include: 

• That may be entered, used, shared, competed for by all1, not restricted to any 

class of persons2; 

                                                 
1 “Open,” The Macquarie Dictionary, 1991 ed. 
2 “Open,” Chambers English Dictionary, 1988 ed. 
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• Set up, so as to allow free passage through, to render (something) accessible to3, 

• To reveal, make known4, exposed to general view or knowledge5, 

• without legal restrictions, or not enforcing legal restrictions (e.g. open market or 

open town)6, 

• Liable or subject to (e.g. questioning)7, 

• To become receptive to knowledge, sympathy, as the mind8. 

 

Dictionaries describe openness simply as ‘the quality or state of being open’9 and as 

such, this definition is not particularly useful; therefore, when the word ‘open’ is used to 

describe ‘to become receptive to knowledge’; the word openness is used to imply ‘the 

condition of being open to impressions or ideas’10. Other descriptions of openness 

include:  

• The quality or condition of being open; unobstructed condition11, 

• Absence of dissimulation, secrecy, or reserve12, 

• The condition of being laid open to something undesirable13. 

 

Openness in research 

 

Given the breadth of its meaning, authors have aptly used the word openness to describe 

several concepts across different disciplines. In the economic context, openness has 

referred to the willingness to trade or a proclivity towards free trade or trade 

                                                 
3 “Open,” The Shorter Oxford English Dictionary on Historical Principles, 1992 ed. 
4 Ibid. 
5 “Open,” The Macquarie Dictionary, 1991 ed. 
6 Ibid. 
7 Ibid. 
8 Ibid. 
9 “Openness,” Webster’s Revised Unabridged Dictionary, 1913 ed. 
10 “Openness,” The Oxford English Dictionary, 1989 ed. 
11 Ibid. 
12 Ibid. 
13 “Openness,” Roget’s II: The New Thesaurus, 1995 ed. 
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liberalisation (Anderson 2005; Edwards 1993; Vamvakidis 2002), the freedom of 

investment capital to move into and out of a country (Edwards 2002; Obstfeld 1995) or 

the freedom of market participants to move into and out of any markets (Anonymous 

1998b; Anonymous 1999). In the political context, openness has referred to the 

willingness of a government to consult with its people (Hein 1989). In the social 

context, openness has referred to the extent of social mobility within a social structure 

(Kinloch 1969; Turner 1960) or an individual’s willingness to experience new things or 

welcome new ideas (Costa & McCrae 1992; Rapport 2001; Schooler 1996). In a 

managerial context, openness has referred to the ability of information to flow between 

groups (Denison & Mishra 1995; Zand 1981).  

 

In these examples, the authors have used the openness concept without providing a 

definition or sufficient conceptual development. Since other references to openness in 

social science research are sparse, there is little guidance on how openness can be 

further developed into a useful research construct. Fortunately, the writings of Henri 

Bergson, Karl Popper and others on the Open Society have provided some further 

exposition of what openness (or being open) could mean. It appears that the meaning of 

openness is embodied in the values of an Open Society; thus, this body of literature 

serves as a useful starting point for the literature review. 

 

The Open Society 

 

In the Blackwell Dictionary of 20th Century Social Thought, the Open Society is 

described as:  
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A society where no ideology or religion is given a monopoly, where there is a critical 

interest in new ideas whatever their source, where political processes are open to public 

examination, where there is freedom to travel and where restrictions on trade with other 

countries are minimal, and where the aim of education is to impart knowledge rather 

than to indoctrinate (Outhwaite & Bottomore 1993, p.430).  

 

This description drew from the works of Henri Bergson and Karl Popper on the Open 

Society. The concept was first formally developed by Bergson in his treatise on 

morality, The Two Sources of Morality and Religion14. Bergson’s ([1935] 1977) 

conceptualisation of the Open Society, which he proposed as a paradigm of the 

development for the community of man, centred on dynamism and humaneness. He 

depicted the Open Society as a moral ideal where society is motivated by aspiration and 

love, rather than pressure and fear. In the spirit of aspiration, he described the Open 

Society as a new dynamic morality of openness that cannot be encased by rigidity and 

dogma, and is thus open to new experiences, movement, and change (Germino & Von 

Beyme 1974). This dynamic nature implies that it is a progressive society of movement. 

In the spirit of love, Bergson also described the Open Society as the openness and 

strength to embrace and love all mankind (Germino and Von Beyme 1974). It is a 

society that respects equality and the reciprocity of the rights and duties of man. 

Through both humaneness and dynamism, Bergson therefore implies that an individual 

is free to make moral decisions on the basis of his conscience. Germino and Von Beyme 

(1974) fittingly summarised the morality of Bergson’s Open Society with the observed 

parallel of the counsel of Saint Augustine: “Love, and do what thou will”. 

 

                                                 
14 The Open Society has a likeness to the concept of liberalism, advanced by many writers and 
philosophers like David Hume, Adam Smith, John Locke, and Immanuel Kant, all of whom predate the 
work of Bergson and Popper. 
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Karl Popper further expounded on the Open Society by providing the philosophical 

basis and justification for its existence. Popper’s (1966) conceptualisation of the Open 

Society placed a greater emphasis on an individual’s rational character and his or her 

right to equal treatment. Popper suggested that a defining characteristic of the Open 

Society is critical dualism, which is the ability to distinguish between normative laws 

enforced by man (i.e. the Ten Commandments or the Constitution) and natural laws that 

are beyond his power (i.e. the law of nature). Ultimately, an Open Society that practices 

critical dualism would reject the imposition of decisions and norms as facts and assert 

its freedom to choose any system of norms. 

 

Popper used this rationale to reject any form of authoritarian or centralised rule in an 

Open Society. He described the Open Society as a society free of any authoritarianism 

that would discourage dissent or criticism of rule. As a rational society capable of 

critical consideration, the Open Society is governed not by magical tribal institutions 

and taboos or irrational attitudes toward the customs of social life, but by a rationality 

that allows individuals to debate, alter and choose the taboos, customs and laws to 

which he or she will abide by. 

 

The rights of an individual are another distinguishing characteristic of Popper’s Open 

Society. In a civil structure where personal relationships and class membership can be 

freely entered into, this social mobility will give rise to exchange and cooperation. The 

Open Society also practices justice as an equal distribution of citizenship rights and 

obligations, where the laws show impartiality towards individual or classes of citizens 

and that everyone is equally treated before these laws. Ultimately, the freedom and 

equality in the Open Society will guarantee that social integration prevails over class 

divisions. 
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Popper argued that the equalitarian, democratic and individualistic ideologies governing 

the Open Society would grant individuals the freedom to pursue their self-interests 

including commerce. He believed that commerce is an opportunity for individual 

initiative and independence to thrive. As a result of sea-faring commerce, Popper 

suggested that the Open Society accommodates relatively more cultural contact with 

other societies beyond its geographical borders or one that is already exposed to 

different cultures from other societies.  

 

Popper’s seminal work provided the foundation for further iterations of the Open 

Society by other authors such as George Soros. One of the most influential participants 

of the global financial market, Soros provided a more contemporary discussion of the 

Open Society in the context of the global economy (Soros 2000). His portrayal of the 

Open Society is not of a society that pursues the state of perfection and permanence, but 

rather of one that recognises human fallibility but strives to assure individual freedoms 

and continual improvement. The market mechanism plays a key role in Soros’ Open 

Society because it is postulated that it offers participants the freedom of choice and 

pursuit of self-interest, which is a characteristic that Popper also advocated.  

 

The Open Society remains a philosophical ideal – a Utopia – with values and 

characteristics that only exist in varying degrees in the real world. Since countries can, 

and do, vary in the extent to which it possesses these ideals; a country could be deemed 

to be a more ‘open’ society while another could be deemed to be a less ‘open’ society. 

To summarise the ideals of the Open Society, a country that resembles a more ‘open’ 

society is one that: 
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• Exercises a higher degree of rational and critical thought that enables its citizens 

to understand, and perhaps seek, the demarcation of natural laws and normative 

laws or customs (Bergson [1935] 1977; Popper 1966); 

• Tends to motivate its people with aspirations, rather than fear or total obedience 

(Bergson [1935] 1977); 

• Has greater recognition of the individual, rather than the aggregation of several 

individuals, as the most fundamental social unit and that each individual should 

be treated equally (Popper 1966); 

• Tends to promote and safeguard an individual’s civil rights and responsibilities 

and one’s entitlement to exercise them (Bergson [1935] 1977; Popper 1966), 

even in the pursuit of self-interest (Soros 2000); 

• Is more accommodating of an individual’s right to criticise, debate, and alter any 

of the decisions, actions, customs, policies, and laws that are imposed by one’s 

fellow citizen (Popper 1966); 

• Tends to be governed by utilitarian laws, instead of decisions imposed by an 

elite few, because citizens are assumed to be able to design and choose the laws 

most appropriate for themselves (Alexander 2003; Popper 1966); 

• Possesses a more open or porous social structure that enables social mobility 

(Bergson [1935] 1977; Popper 1966); 

• Tends to accord individuals the freedom to enter into transactions and exchanges 

without obstructions or discrimination (Popper 1966; Soros 2000);  

• Conducts more trade and cultural contacts with other societies that might lead to 

an evolution to its way of life (Popper 1966);  

• Is more amenable to reform, change and new experiences (Bergson [1935] 1977; 

Soros 2000); 
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• Tends to possess a morality that is leavened by the virtues of love and dynamism 

(Bergson [1935] 1977), which is necessary for critical reasoning and individual 

assertion (Popper 1966). 

 

The ideals of the Open Society encapsulate the variety of meanings and applications of 

the word openness cited earlier. On this basis, I propose that a conceptual definition of 

openness for this study: the extent to which opportunity, information, and other 

transactional elements flow freely. This definition serves as the point of departure for a 

broader conceptualisation of openness and a discussion of the role it plays in society. 

 

Conceptualising Openness 

 

A country consists of a network of interactive systems (Shultz & Pecotich 1997) and 

each system is, in turn a group of elements organised for a definite purpose and in 

relation to the external environment15. Since transactional elements within a system are 

used to achieve a particular goal (Lewis & Erickson 1969), an investigation of openness 

in systems within a country would be highly relevant. This means that each country in 

this study will be assessed for the extent of openness in the following systems: 

1. The external economic system, 

2. The internal economic system,  

3. The political system,  

4. The cultural system16,  

5. The knowledge system17, and  

                                                 
15 “System,” Unwin Hyman Dictionary of Sociology, 1999 ed. 
16 The cultural system represents Pecotich and Shultz’s (1998) social system. 
17 The knowledge system represents Pecotich and Shultz’s (1998) knowledge and educational system 
collectively. 
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6. The marketing system. 

 

Shultz and Pecotich (1997) suggested these systems as important areas of inquiry that 

influence the success of transition policies in Southeast Asian countries. I concur with 

this approach: a system-level analysis of each country is an appropriate methodology 

for examining the role that openness plays in societal welfare because the level of 

openness in each system is reflected in its inherent processes, which may account for 

how inputs are being transformed into outputs for the benefit of society. For example, a 

more open economic system may be characterised by policies and institutions that 

facilitate greater freedom of exchange between economic participants (i.e. deregulated 

and competitive markets) and/or greater freedom of passage of economic goods (i.e. 

free trade of products, services, capital), which in turn, may produce optimal economic 

outcomes for society (i.e. maximum allocative efficiency, utility, and economic 

welfare). 

 

The six systems proposed for examination in this study were selected because together, 

they account for societal welfare quite comprehensively. The economic system is a set 

of functions and institutions operating in society with the purpose of managing and 

allocating its resources in the most optimal and utilitarian manner. The economic 

system is studied in two parts: the external and internal economic system. An external 

economic system pertains to a country’s economic relations with other countries, as 

reflected specifically in its trade activities and capital mobility. An internal economic 

system relates to a country’s market system and economic activities within its own 

borders. The political system is concerned with the political process and the interaction 

between the government and its people, both of which have implications on the 

disparate interests of different groups and the welfare of society as a whole.  
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The cultural system relates to social phenomena relating to the relationships between 

individuals within a society (Harris 1968), which is manifest in its beliefs, morals, 

customs, and laws (Tylor 1871). A country’s cultural system may account for the 

welfare of its people in general, as well as, differences in welfare across various groups 

of people. The knowledge system concerns the extant body of public knowledge in a 

society, as well as the individuals, groups and institutions that participate in the creation 

and diffusion of knowledge. Improvements in the knowledge system may bring about 

advancements in societal welfare and the means to achieve it. Finally, the marketing 

system is a “mechanism for coordinating production, distribution, and consumption 

activities…which include the exchange activities associated with the transfer of 

property rights to commodities, the physical handling of products, and the institutional 

arrangements for facilitating these activities” (Kaynak 1982, p.8). As with a country’s 

cultural system, its marketing system may account for the welfare of its people in 

general, as well as differences in welfare across various groups of people. All of the 

systems featured in this study also lend itself quite well to the application of the 

openness construct. 

 

Openness in the External Economic System 

 

The construct of openness in the economic context has already been well-developed; 

nonetheless, it has been confined to economic transactions beyond its borders, namely 

trade matters. Extant economic literature on openness has focused primarily on the 

extent of a country’s trade activities, the extent of liberal or free trade, and the degree of 

capital mobility (Dollar 1992; Feldstein and Horioka 1980; Grassman 1980; Obstfeld 
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1995; Vamvakidis 2002). These three dimensions are retained the application of 

openness in the external economic system.  

 

Trade  

 

Economic scholars pursuing their inquiries into societal welfare have looked to trade for 

answers because nations are purported to benefit from economic specialisation (Ricardo 

[1817] 1911; Smith [1776] 1950). Trade allows a society to better fulfil the 

consumption needs of its citizens by procuring natural resources, goods and services 

that cannot be produced feasibly within its own borders. In return, a society that trades 

can also access foreign markets that demand the natural resources, goods and services 

for which it can amply produce. Classical economists such as Smith and Ricardo argued 

that countries have to be willing to trade to reap the gains from trade and comparative 

advantage. On this basis, trade researchers have used the terms ‘openness’ and ‘open 

economy’ to describe or label countries that are willing to trade.  

 

Extent of trade 

 

In the trade literature, most references to ‘openness’ or ‘open economy’ relate to the 

extent of a country’s trade in goods, services and capital with other countries (Anderson 

2005; Barro 2000; Dollar 1992; Edwards 1993; Edwards 1998; Frankel & Romer 1999; 

Rodrik 1998; Vamvakidis 2002). Indeed, some researchers have operationalised 

openness in the economy as the proportion of national income attributable to the value 

of imports and exports (Anderson 2005; Barro 2000; Grassman 1980; Rodrik 1998; 

Vamvakidis 2002). This operationalisation appears to be compatible with Popper’s 

description of the Open Society. Popper suggested that extensive trade is not only the 
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hallmark of the Open Society, but also a means through which its citizens express their 

commercial initiative and fulfil their economic self-interests. Unlike the antithetical 

Closed Society, where Popper cited ancient Sparta as an example, the Open Society 

displays a proclivity towards trade.  

 

A society, which strives towards the ideals of the Open Society, would thus encourage 

trade because it allows its citizens to freely exercise their individual rights to express 

commercial initiative and pursue economic self-interests with those abroad. Consistent 

with the definition of openness proposed in this study, openness in the external 

economic system can be characterised by the extent to which a country trades with 

other countries and facilitates international trade amongst its own people. Yet, this 

conceptualisation would be incomplete without any consideration of the extent that such 

trade flows freely.  

 

Free or liberal trade 

 

Some countries do not consistently practise free or liberal trade, even those with 

extensive trade activity. For example, some observers credited South Korea’s strong 

economic growth to its ‘open’, export-oriented policies (Foster-Carter 2006; Greenaway 

& Nam 1988); however, there are others who attributed it to protectionism in key 

industries also (Ariff & Khalid 2005; Ash 2006; Gentry et al. 2006). For this reason, 

some economists maintained that economic openness has more to do with trade 

liberalisation than just trade volume alone (Banuri 1991; Edwards 1998; Sachs & 

Warner 1995; Wacziarg & Welch 2003). Rather than operationalising economic 

openness as trade as a share of national income as some have done, they operationalised 

it as the share of trade that is not subjected to tariffs or other barriers to trade. 
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This operationalisation also appears to be compatible with the ideals of the Open 

Society and the proposed definition of openness. It pertains to two important ideals of 

the Open Society: the first being the recognition of the individual’s inviolable right to 

be treated equally on the moral basis of compassion and empathy (Lawrence, Bressand 

& Ito 1996), and the second being the recognition of the individual’s inviolable right to 

pursue economic self-interests (Popper 1966; Soros 2000). Any form of trade 

protectionism would therefore violate such ideals because it subverts the individual’s 

right to pursue self-interests and does so discriminately to preserve the rights of a select 

few. In addition, the proposed definition of openness applies to the movement of goods 

and services through a country’s borders that is unimpeded by trade barriers. On this 

basis, openness in the external economic system can also be characterised by the extent 

to which a country’s international trade of goods and services is free and not subjected 

to protectionist measures. This conceptualisation should also be extended to another 

transactional element in the external economy: capital or foreign investment.  

 

Capital mobility 

 

Dollar and Kraay (2002) reasoned that as with goods and services, economic openness 

should also entail free trade of investment capital. Literary references to economic 

openness featured capital mobility as another dimension to the construct (Crook 1993; 

Dollar & Kraay 2002; Higgins & Williamson 1999). Capital mobility refers to the 

extent to which foreign capital is free to flow into and out of a country. Just as the trade 

of goods and services characterises the economic relations of the Open Society, the 

trade of investment capital reflects its liberal economic ethos. On this note, I propose 



 
 

  28

that openness in the external economy is also characterised by the extent to which 

foreign capital moves into and out of a country.  

  

The three dimensions of openness in the external economic system proposed above 

relate to a country’s economic relations with other countries. Characteristics relating to 

a country’s domestic economy are discussed in the next section where I discuss the 

application of openness in the internal economic system.  

 

Openness in the Internal Economic System 

 

The recipe for an open internal economy has already been prescribed by the work of 

libertarian economists such as von Hayek, Myrdal, and Friedman (Friedman 1962; 

Myrdal 1957; von Hayek 1944). They advocated the freedom of markets, which 

matches the ideal of the Open Society where individuals are free to pursue their 

economic self-interest in the marketplace. Nonetheless, there are two specific 

dimensions of this freedom that are pertinent to the conceptualisation of openness: (1) 

the freedom of market entry and participation, and (2) the autonomy of this exchange 

and allocation process to solely determine the state of the market. 

 

Freedom of market entry and participation 

 

Libertarian economists have reasoned that in the long run, society is best served by 

competition and free markets (Friedman 1962; Hayek 1944; Myrdal 1957). Thorelli and 

Sentell (1982) described a free market as one where buyers and sellers can freely enter 

into (and exit) without any impediment from third parties, regulators, or existing market 
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participants. Further, Lane (1991) proposed that market participation is a social process 

which can be assessed for its fairness and equality in the provision of opportunity for 

individuals to pursue economic self-interest. A literature review did not reveal any 

references to openness or open economy that relate to free (domestic) markets; 

nonetheless, it would be remiss not to include it in the conceptualisation of openness in 

the internal economic system.  

 

Freedom of market entry and participation is inherent in the values of the Open Society 

and the proposed definition of openness. Since the markets are a forum for individuals 

in society to pursue their economic self-interests, Popper (1966) and Soros (2000) 

envisaged an open society as one that affords its citizens equal opportunity and freedom 

to enter into market transactions. In reality, many governments restrict the freedom of 

market participation by deterring and/or regulating market entry. Policies and 

regulations can be used to protect the interest of a few existing market participants and 

deny or deter access potential entrants. Such regulatory measures may include the 

practice of business licensing and the bureaucratic burdens of operating a business (De 

Soto 1990; Djankov et al. 2002). A more open internal economy would be one that 

places less restrictions and burden on market participants who pursue their economic 

self-interest. On this basis, I propose that openness in the internal economic system is 

characterised by the extent to which individuals are given the liberty to conduct 

business without the burden of regulation. However, this conceptualisation is also 

concomitant with the autonomy of market mechanisms. 
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Autonomy of markets 

 

In the same vein of libertarian economic thought, I propose a second characteristic of 

openness in the internal economic system: the autonomy or independence of markets. 

This is a pertinent inclusion because libertarian economists have argued that 

competitive dynamic between all market participants will generate the optimal outcome 

for all, in the most efficient manner. In their description of a free market, Thorelli and 

Sentell (1982) also included the freedom of market participants to determine the 

dynamics and outcomes of their interactions without the interference of an external 

party. In other words, the price-quantity equilibrium prevailing from buyer-seller 

exchange is not subject to influence or distortion from parties not part of this exchange.  

 

Similar to trade protectionism, the practice of market distortion is quite common. 

Several authors documented examples such as the overstimulation of demand from the 

state, the imposition of price controls, and the price distortion resulting from 

government subsidies (Alesina & Rodrik 1994; Beach & Kane 2007; Easton & Walker 

1997; Gwartney & Lawson 2006; Rodrik 1998). These controls create inequity and 

inefficiencies by selectively rewarding some market participants at the expense of 

others (Anonymous 1999; Porter et al. 2004). Attempts from the state to distort 

competition or manipulate price would impinge on the freedom of market participants 

and subvert their ability to organise economic activities and allocate economic resources 

in the most optimal manner. These attempts are in conflict with the ideals of the Open 

Society. 

 

The libertarian perspective regards the market as a meritocracy guided by competition, 

which is in turn, underpinned by the liberty of individuals to pursue their self-interests 
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(Friedman 1962; Hayek 1944; von Mises 1963). The advocates of the Open Society 

were of a similar persuasion: they envisioned liberty for market participants to 

determine their own fate (Bergson [1935] 1977; Popper 1966) and autonomy for 

markets to operate independently (Soros 2000). Based on these ideals, a country with a 

higher level of openness in the internal economy would be one that has more 

transparent and more efficient markets with less government intervention. Therefore, I 

propose that openness in the internal economic system can also be conceptualised as the 

extent to which the operation of markets is free from competitive and price distortions.  

 

The conceptualisation of openness in the external and internal economic system 

proposed above is clearly based on the useful guidance provided by libertarian 

economists and economic researchers that have developed the openness construct for 

their own specific purpose. A review of the literature in other areas of social science 

indicated that the openness construct is less developed outside of economics; thus, in 

developing a conceptualisation of openness for these different contexts, I have had to 

seek guidance from a more varied and fragmented body of literature. Notwithstanding 

this, openness is still highly relevant in these areas, starting with the political system.  

 

Openness in the Political System 

 

Politics is the process of managing and resolving the disparate interests and goals of 

different groups of individuals in society. Individuals or groups of individuals 

participate in this process and decide which interests are to prevail and be upheld. 

Ultimately, a government is formed to represent these collective interests and interacts 

with its people accordingly. Politics is a continual process because the interests and 
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influence of individuals and groups change. For the purpose of this research, the 

political system is concerned with the political process and the interaction between the 

government and its people. 

 

Openness lends itself quite well in the political system because the works on the Open 

Society has provided a helpful discourse in politics, from which the conceptualisation of 

openness can be further developed. Popper (1966) proposed that the defining 

characteristic of the Open Society is the freedom of individuals to choose the laws and 

government that govern each other as a collective. In addition, Bergson’s ([1935] 1977) 

conceptualisation of the Open Society affords individuals rights and freedoms to make 

moral decisions without being constrained by rigidity or dogma imposed by others. In 

his observations of political systems in different countries, Spitz (1974) drew a parallel 

between a liberal democracy and the Open Society. 

 

Although the openness construct appears to be underdeveloped in the political context, 

the work on the Open Society has provided the grounds to draw from the literature on 

liberal democracy to address the current research problem. A review of both sources of 

literature revealed several shared themes including individual involvement in self-

governance (political participation), the provision for debate, dissent and choice, the 

ability to both monitor and control the implementation of policies, and diplomatic 

outreach to other countries. The outcome of this review is a proposed conceptualisation 

of openness in four specific dimensions of the political system: political participation, 

freedom of dissent, governance and policy outcomes, and diplomatic relations. 
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Political participation 

 

Just as commerce is an expression of an individual’s pursuit of economic interests, 

political participation is an individual’s expression of political interests. With the view 

that human beings are capable of critical dualism, Popper (1966) proposed that 

individuals could choose to govern themselves by articulating their interests and 

selecting the necessary laws and institutions to achieve that purpose. In the political 

literature, this notion of ‘self-governance’ is referred to as political participation, for 

which Adelman and Morris (1971, p.3) provided an apt description: "those voluntary 

activities by which members of a society share in the selection of rulers and, directly or 

indirectly, in the formation of public policy". According to researchers, political 

participation can be manifest in voting (Adelman & Morris 1967; 1971), union 

membership (Adelman & Morris 1971; Putnam 2000), as well as activities relating to 

direct democracy such as voting in referendum (Butler & Ranney 1994; Feld & 

Kirchgassner 2000).  

 

Political participation is central to the notion of openness in a political system. 

Commentators of the Open Society made references to political participation in their 

work. Bridbury (1972) asserted that in the Open Society, the individual is the basic unit 

of political activity, while Alexander (2003) commented that political participation is at 

the crux of the Open Society. Popper (1966) himself envisioned the Open Society as a 

society that provides individuals the freedom to engage in political activity and make 

choices about government; therefore, it is reasonable to suggest that a more open society 

is one that recognises and provides this freedom. On this basis, I propose that openness 

in the political system can be conceptualised as the extent to which an individual’s right 

and freedom to participate in self-governance is recognised and provided for.  
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Greater political participation is concomitant with a plurality of political interests 

(Adelman & Morris 1971). The concept of political openness also needs to account for 

this; therefore, I propose a second dimension, which relates to political pluralism.  

 

Political pluralism 

 

Political pluralism refers to the variety of interests that are afforded representation in the 

political system. This concept is inherent in the ideals of a liberal democracy and the 

Open Society. Dahl (1971) maintained that it is in a fragmented political landscape 

where a liberal democracy is enacted. It is in such a democracy where the range of 

disparate interests can be registered and negotiated and where individuals are fully 

represented, as intended in the Open Society (Popper 1966). In the libertarian tradition, 

individual should also be free to form interest groups and political parties to serve the 

collective purpose of a subgroup. Political parties are often established or legitimised 

from an aggregation of political interests (Coleman 1960; Hagen 1962). Since an 

individual’s right to political association is recognised in the Open Society (Bergson 

[1935] 1977; Popper 1966), it is reasonable to envision a more open society as one that 

has a greater number of political organisations in representation (Crick 1974). 

Therefore, I propose that the conceptualisation of openness in the political system also 

includes the extent to which a variety of interests and political organisations are 

represented in the legislature. 
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Governance and policy outcomes 

 

In the literature, the terms ‘openness in government’ and ‘open government’ have been 

used to describe the degree of transparency and accountability in government (Banisar 

2006; Campos & Nugent 1997; La Porta et al. 1998; Spitz 1974; Transparency 

International 2007). Transparency in governance refers to the willingness of 

government to share information, while accountability refers to the willingness of 

government to consult its constituents in decision-making (Campos & Nugent 1997; 

Transparency International 2003). Both characteristics feature strongly in the notion of a 

liberal democracy and good governance.  

 

In a liberal democracy, popularly-elected governments are entrusted to consult with its 

constituents to develop the most utilitarian policies, that is the greatest good for the 

greatest number (Bollen 1993). The United Nations adopts a similar perspective and 

prescribes consultation, equity, and accountability as a recipe for good governance 

(United Nations Economic and Social Commission for Asia and the Pacific 2007). 

Transparency is also an important characteristic of good governance (Transparency 

International 2003; United Nations Economic and Social Commission for Asia and the 

Pacific 2007). Stiglitz (1999) and Campos and Nugent (1997) highlighted the 

importance of having a transparent government so that it can be held accountable to its 

citizens.  

 

Popper (1966) made a reference to accountability in government in his exposition of the 

Open Society. He implied that instead of decisions imposed by an elite few, the Open 

Society is governed by utilitarian laws that act to promote and safeguard an individual’s 

civil rights. And although the extant literature on the Open Society does not make any 
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direct references to transparency in government, Spitz (1974) argued that in the Open 

Society, all government policies must be open for discussion for critical dualism to take 

place. Given the associations of accountability and transparency and openness in 

government, there is some premise to propose that openness in the political system can 

also be conceptualised as the extent to which the government in a country interacts with 

the majority to share information and develop policies.  

 

Diplomatic relations 

 

The last key feature of the political system in an open society is its outreach to other 

societies. Political relations between two countries symbolise a mutual agreement to 

cooperate toward a common goal, which often characterised by trade and the exchange 

of knowledge and culture. Popper (1966) remarked that Sparta, by cutting all commerce 

and diplomatic ties with other societies, was the antithesis of the Open Society. He 

suggested that the Open Society is comfortable with foreign influence arising from 

seafaring commerce and cultural contact with other societies. To draw an analogy: if 

openness in the external economic system can be conceptualised as the willingness to 

trade with other countries, then openness in the political system can be conceptualised 

as the extent of a country’s diplomatic relations with other countries.  

 

The complex interplay between politics and culture in a society warrants an examination 

of how openness can be applied to the cultural system. A cultural system relates to 

social phenomena relating to the relationships between individuals within a society 

(Harris 1968), which is manifest in its beliefs, morals, customs, and laws (Tylor 1871). 

A country’s cultural system may account for the welfare of its people in general, as well 

as differences in welfare across various groups of people. 
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Openness in the Cultural System 

 

Culture can be defined as “a complex whole which includes knowledge, belief, art, 

morals, law, custom, and any other capabilities and habits acquired by man as a member 

of society” (Tylor 1871, p.1). A cultural system, in turn, relates to the interaction of 

individuals, cultural elements and social phenomena within a society (Harris 1968). A 

discussion of openness and culture is pertinent because there are several aspects of a 

country’s cultural system that lend itself well to a comparison with the ideals of the 

Open Society. These ideals, which include dynamism, aspiration, opportunity, and 

individual freedom, underpin many of the norms that govern the relations between 

individuals or groups. Such relations can be examined at several levels. Examples 

include the role and status of women in the household and broader society, social 

relations between members of different socio-economic classes, and the interaction 

between the ruling elite and the masses. After a broad review of the literature in these 

areas, there are four aspects of a country’s culture that apply to the openness concept. 

These are gender roles, social hierarchy, cultural heterogeneity, and indoctrination and 

control.  

 

Gender roles 

 

It could be argued that the equal treatment of women is one of the most fundamental 

applications of liberal philosophy and the ideals of the Open Society. The literature on 

the Open Society contained several references to the recognition of the rights of 

individuals and the equal treatment of individuals (Bergson [1935] 1977; Popper 1966). 
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Liberal philosopher John Stuart Mill was also a proponent of the liberty for women and 

equality in gender roles (Mill [1862] 1982; Mill [1869] 1970). Lopez-Carlos and Zahidi 

(2005) asserted that women need to achieve equality with men in the areas of economic 

participation, economic opportunity, political empowerment, educational attainment, 

and health and well-being. Their assessment revealed that there is still a gap between 

men and women on several indicators such as percentage in the labour force, wage 

disparity, percentage in parliamentary positions, enrolment rates, and mortality, even in 

industrialised countries such as the United States and the United Kingdom (Lopez-

Carlos & Zahidi 2005). A country that aspires to the ideals of the Open Society is likely 

to have higher levels of female participation in economic, political and cultural 

activities. On this basis, openness in the cultural system can be conceptualised as the 

extent of female participation in all aspects of society. The degree of equality and 

opportunities for advancement for females may also be indicative of the rigidity of 

social hierarchy, for which the application of openness would also be pertinent.  

 

Social hierarchy 

 

The social hierarchy in society surmises the relations and interactions between different 

groups or classes of people. Harris (1980) described social class as “a group of people 

who relate to the apparatus of control… in similar ways and who possess similar 

amounts of power over the allocation of wealth and privileges and access to resources 

and technology” (p.322). A persistent hierarchy of social classes suggests that one 

group of people can command greater power and privilege than other groups of people 

below them. An individual belonging to the lower tiers of this social hierarchy may 

aspire to move into a higher tier; however, the extent to which this is achieved through 

his/her own efforts or merit is related to the degree of social mobility in that society. 
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Literary references to the ‘open’ or ‘closed’ nature of the social hierarchy relate to 

social mobility (e.g. Kinloch 1969; Miller 1960; Musgrove 1974; Turner 1960). In this 

context, membership to a particular class can either be closed or open. A closed class 

membership is one where the social status of an individual is based on hereditary 

ascription and inheritance of wealth and power. There is little mobility into and out of 

that class and any dispersal of power outside of it is minimised. A closed class 

membership with little social mobility indicates that the social hierarchy is rigid. An 

open class membership is one where the social status of an individual is not ascribed by 

birth or inheritance, but openly contested by the aspirant’s efforts in accumulating 

wealth and power (Turner 1960). An open class membership gives rise to greater 

upward social mobility, which indicates that the social hierarchy is less imposing. 

 

As proponents of the Open Society, Bergson ([1935] 1977) and Popper (1963) both 

rejected a rigid social structure. They had a vision of a society with open social structure 

and high social mobility. Several authors have proceeded to use the concept of social 

mobility as an indication of the openness of a society’s social structure. In particular, 

Turner (1960) and Kinloch (1969) examined the concept of contested mobility where 

elite status is earned through the aspirant’s own efforts rather than through an 

endowment by the social elite. To them, high contested mobility is an indicator of an 

open social structure. Kinloch (1969) even used the term ‘openness in social structure’ 

to describe the degree of social mobility in a society. A country that resembles an open 

society is likely to have a greater degree of contest or social mobility; therefore, I 

propose that openness in the cultural system can be conceptualised as the extent of 

social mobility in a society. To go further, an assessment of the acceptance of people 
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from different social classes should also be extended to the acceptance of people from 

different sub-cultures. 

 

Cultural heterogeneity 

 

The notion of cultural heterogeneity refers to the acceptance of people who represent 

different sub-cultures and is pertinent to the application of openness in a cultural 

system. According to Bergson ([1935] 1977), the Open Society possesses a morality 

that embodies the willingness to change and the unwillingness to be encased by rigidity. 

Scholars in psychology and sociology have developed this concept further in their 

research. Researchers in psychology have advanced the notion that a key individual 

personality trait is a readiness for new experiences and acceptance of innovation, which 

they labelled ‘openness to new experiences’ (for references to the Big Five personality 

dimensions, see Costa & McCrae 1992; Rapport 2001; Schooler 1996). Sociologist 

Alex Inkeles also used this trait to characterise the modern man (1983), a 

characterisation that he later extends to a country-level trait (1989; 1998).  

 

Exchanges with different sub-cultures bring new experiences to the mainstream. In his 

vision of the Open Society, Popper (1966) advocated this cultural exchange. He 

reasoned that contact with new cultures entails the introduction of new and different 

beliefs, ideology and customs that may eventually have an influence on the culture of 

the host society. Other commentators of the Open Society also surmised that such a 

society would exhibit cultural heterogeneity and a tolerance towards foreign or sub-

cultures (Germino & Von Beyme 1974; Musgrove 1974).  
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As the diversity of people and sub-cultures are increasingly accepted and assimilated 

into a country, the national character and demographic profile become more 

heterogeneous. This is most readily observed in the diversity of ethnic groups, 

languages, and religions in country. Indeed, researchers have assessed a country’s 

cultural heterogeneity through the number of ethnic groups (e.g. Fearon 2003; Kuznets 

1988; Parker 1997), language groups (e.g. Clague, Gleason & Knack 2001; Kuznets 

1988), and religious groups (e.g. Parker 1997). On this basis, I propose that openness in 

the cultural system can also be conceptualised as the extent of heterogeneity in a 

country’s demographic character and cultural exchange. 

 

Indoctrination and control 

 

The final cultural dimension of interest is related to the apparatus of indoctrination and 

control of the masses. Harris (1980) noted that the ruling elite or government has vested 

interest in maintaining law and order among the masses in society; however, large 

populations, anonymity, and inequalities in income and wealth make it more difficult 

for state-societies to maintain the peace. As a pre-emptive measure, tribal and religious 

institutions are sometimes used as apparatus of indoctrination and control (Harris 1980). 

Karl Marx and Max Weber made similar observations. Marx ([1843] 1970) maintained 

that religious leaders often communicate illusory ideas of religion on happiness and 

suffering, and remarked that “religion is the opium of society”. Weber (1958b) 

concluded that the caste system and fatalistic ideology impeded economic and social 

progress in India. Popper (1966) cautioned that religious teachings are a form of 

normative laws that can be used as a tool for controlling the masses. A key feature of 

his Open Society is critical dualism, where individuals can distinguish normative laws 

from physical laws so that they do not become bound by tribalism or religious dogma. 
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From this perspective, it would be reasonable to conceive that in a society resembling 

the Open Society, religious dogma, tribalism, and fatalism are less predominant in 

shaping its belief system. Since this variable is not readily observable in the real world, 

some authors have proposed secularism as a departure from religious dogma and a 

characteristic of cultural openness and modernity (e.g. Granato, Inglehart & Leblang 

1996; Inglehart & Baker 2000). In fact, Inglehart and Baker (2000) proposed a 

secular/rational dimension to examine the persistence of traditional values in different 

countries. The sources cited here were not intended as indictments on religion but were 

some recognition that religious teachings can be detrimental if it is not balanced with 

critical dualism. Observations by scholars have supported this notion (Inglehart & 

Baker 2000; Weber 1958b). There appears to be grounds to propose that the 

conceptualisation of openness in the cultural system also includes the extent of 

secularism in a society.  

 

The work of Noam Chomsky suggests that the mass media can also be used as a means 

of indoctrination and control (Chomsky 1989; Herman & Chomsky 2002). In the 

information age, modern societies increasingly turn to mass media as a source of 

communication, education, and information. Critical dualism in a rational society is 

predicated on the assumption of free and independent mass media. Mass media is 

neither free nor independent when censorship restrictions are imposed on its reporting 

and the elite or government exerts its influence on news media to broadcast propaganda. 

Brunetti and Weder (2003) and Chowdhury (2004), both of whom used the Freedom 

House Press Freedom Index in their research, provided some guidance for the inclusion 

of press freedom and independence as a dimension of liberal democracy. From this 

perspective, a country that resembles the Open Society is more likely to have a free and 
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independent press; therefore, I propose that openness of a cultural system can be 

conceptualised as the extent to which its mass media is free and independent.  

 

Since critical dualism is a key feature of the Open Society, some aspects of the 

conceptualisation of openness in the cultural system relate specifically to the rational 

character of society. This may be predicated upon the creation and dissemination of 

value-free information; therefore, it is appropriate to extend the application of openness 

to the knowledge system. 

 

Openness in the Knowledge System 

 

A knowledge system concerns the body of knowledge in a society, as well as, the 

individuals, groups and institutions that create and disseminate this knowledge. Since 

scientific knowledge represents advancement in society, scholars have studied and 

debated the societal effects of the creation, possession, control and diffusion of 

knowledge (e.g. Boronski 1987; Cyert 1991; Popper 1963; von Hayek 1945). After 

surveying the literature, it is apparent that references relating openness to knowledge 

have been sparse; nonetheless, there are aspects of a knowledge system that lend itself 

well to the current examination. For instance, the extent to which a society’s body of 

knowledge is scientific knowledge may demonstrate its predisposition towards 

objectivity and critical dualism. These are values espoused in the Open Society (Popper 

1966). The rate of knowledge creation may demonstrate a society’s leaning towards 

modernity and liberalism (Inkeles 1998). Moreover, the extent to which knowledge is 

shared and disseminated in a society fits the conceptual definition of openness proposed 

in this study. Batscha (1974) and Pecotich and Shultz (1998) listed several 
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characteristics of a knowledge system, but the two that are most pertinent to openness 

are knowledge creation and knowledge sharing. 

 

Knowledge creation 

 

Popper (1966) argued that in the Open Society, individuals are capable of differentiating 

natural and normative laws. To go further, Ayres (1962) wrote that any society that 

wishes to benefit from knowledge must adopt the scientific conception of truth over the 

ritualistic values of the past. In his exposition on the topic of knowledge, Boronski 

(1987) concurred with sociologist Emile Durkheim who believed that the only way to 

obtain objective and reliable knowledge is through the scientific method. This 

perspective mirrored that of Popper, who advocated both falsification (1963) and critical 

dualism as methods of reasoning (1966). Therefore, the creation of scientific knowledge 

is of particular interest in this study. 

 

The creation of scientific knowledge is a hallmark of a progressive society. Inkeles 

(1998) described a modern country as one that demonstrates a proclivity towards 

science and research. The level of scientific research activity is an indicator of a 

society’s predisposition towards science. The United Nations advised that any lag in 

scientific development is attributable to mostly a failure to regard science as a priority in 

economic and human investment (United Nations Educational Scientific and Cultural 

Organization 2005). A society that resembles the rational character of the Open Society 

is more likely to be one that pursues truth and understanding through scientific inquiry. 

In line with this reasoning, I propose that openness in the knowledge system can be 

conceptualised as the extent of scientific research activity in a country. Yet the 

scientific knowledge created is of lesser value if it cannot be freely shared or 
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disseminated; hence, I propose to expand the conceptualisation of openness to 

knowledge sharing. 

 

Knowledge sharing 

 

Scientific progress is also predicated upon the free flow of knowledge within a society. 

As Popper (1963; 1968) advocated in his work, an exchange of knowledge facilitates 

investigation, falsification, and progress. The exchange of knowledge between different 

societies was recurrent in his discourse on the Open Society (Popper 1966). Gutelman 

(1981) concurred that scientific knowledge may be created indigenously through 

research and development, but validation and legitimacy of this knowledge can only be 

achieved through a transfer and assimilation of exogenous knowledge from other 

societies. Making such knowledge accessible would require its documentation and 

dissemination among members of the scientific community and the general public. 

 

The literature has provided guidance on the conceptualisation knowledge sharing. 

Pecotich and Shultz (1998) proposed that the knowledge system include the extent to 

which knowledge is in written form, as well as the extent to which technological 

facilities provide the conduit for dissemination. Apart from documentation, knowledge 

sharing also entails the establishment of forums for the exchange of information and 

knowledge. Batscha (1974) specified three such ways that scientific knowledge can be 

shared. The first is through passive activities such as depository libraries. The second is 

through active activities such as institutions specialising in research dissemination and 

scientific publications. The third is through formal collaborative activities such as 

conferences and seminars. The open access and free flow of knowledge would 

characterise a society that strives for the ideals of the Open Society. Since the proposed 
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definition of openness relates to the free flow of transactional elements such as 

knowledge, I propose that openness in the knowledge system can be conceptualised as 

the extent to which scientific knowledge flows freely.  

 

A case has been made for the operationalisation of openness to include the free flow of 

transactional elements such as knowledge. These transactional elements would also 

include products, services, and information of exchange between participants in a 

market; therefore, I propose to extend the application of openness to one final area of 

investigation, which is the marketing system. 

 

Openness in the Marketing System 

 

The marketing system is highly relevant to any country-level study that seeks to 

understand ways of improving the human condition. Pecotich and Shultz (1998) 

identified the marketing system as one of the interactive systems accounting for the 

progress of a society. Many authors have also underscored the importance of marketing 

in society (e.g. Ahuvia & Friedman 1998; Arndt 1978; Drucker 1958; Hirsch 1961; 

Kaynak 1986; Moyer 1965; Nason 1989; Sirgy, Morris & Samli 1985; Slater 1970; 

Thorelli & Sentell 1982). Their conceptions of the marketing discipline and what a 

marketing system are broader than what most are familiar with. 

 

A popular conception of marketing emphasises the decisions and technology incumbent 

upon managers and executives to improve corporate profitability. The managerial 

emphasis is apparent in the definition of marketing offered by the American Marketing 

Association: “a process of planning and executing the conception, pricing, promotion 
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and distribution of ideals, goods, and services to create exchanges that satisfy 

individual, organizational (and societal) goals”18. However, the aforementioned authors 

had a different conceptualisation of marketing. Theirs emphasised the function of 

marketing activities and its impact on society, rather than just a managerial response to 

satisfy needs and wants of consumers. In fact, Hunt and Goolsby (1988) argued that the 

managerial perspective of marketing and its preoccupation with consumer behaviour 

obscures the true functions and consequences of the marketing system. 

 

Early marketing scholars defined marketing as a set of vital economic activities 

performed by middlemen that were responsible for moving goods from producers to 

final consumers (e.g. Shaw 1912; Weld 1915). Kaynak (1982) concurred with this 

historical perspective and defined a marketing system accordingly as: 

 

a primary mechanism for coordinating production, distribution, and consumption 

activities in an economy…(which) include the exchange activities associated with the 

transfer of property rights to commodities, the physical handling of products, and the 

institutional arrangements for facilitating these activities (p.8).  

 

This systems perspective of marketing suggests that there is a process where market 

participants interact to transform, as Alderson (1965a) put it, “conglomerate resources 

in its natural state into a set of meaningful assortments in the hands of the consumer” (p. 

26). Researchers in macromarketing have provided some guidance in assessing the role 

that marketing functions and participants play in societal welfare (e.g. Alderson 1965a; 

                                                 
18 This definition is offered by the American Marketing Association as listed by the Dictionary of 
Marketing Terms, 2nd ed., ed. Peter D. Bennett. However, this definition has been modified to reflect the 
important role marketing plays in societal welfare as acknowledged by researchers in the marketing field. 
Hence, the term ‘societal goal’ was added to this definition. 
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Hunt 1976; Hunt 1981; Schwartz 1965; Slater 1965). The marketing system perspective 

also lends itself more readily in the application of openness. 

 

A useful starting point for such an assessment is the role of the marketing intermediary 

or middleman in the marketing system. Shaw (1912) suggested that marketing 

intermediaries contribute to the marketing system by sharing the risk of title and 

possession of goods, transporting the goods, financing the operations, selling by 

communicating ideas about the goods, assembling, assorting and re-shipping. These 

marketing functions are necessary to facilitate exchange between buyers and sellers 

because supply almost never matches demand perfectly.  

 

This mismatch occurs when the timing and quantity of products supplied are not 

synchronous with the timing and quantity of products demanded, or when end-

consumers want an assortment of different products in small quantities which each 

manufacturer finds unfeasible to supply. Marketing intermediaries also perform the 

transportation function required to bridge geographical distances between buyer and 

seller. They do not just facilitate the exchange of goods and services. Marketing 

intermediaries are also vehicles for the exchange of information between buyer and 

seller. 

 

Alderson (1965b) stated that heterogenous markets are cleared by information. Sellers 

require information on its customers and potential customers and their needs in order to 

make decisions on how to present the best possible (or competitive) proposition to them 

(Alderson 1965a). Buyers will in turn require information about these market 

propositions to make the best possible choice for their needs. McGarry (1971) and 

Bucklin (1972) referred to this exchange as the contactual function of marketing. To go 
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further, the propaganda function of marketing relates to information from the supplier 

targeted at customers to create a favourable disposition towards their products 

(Alderson 1965a; McGarry 1971). Marketing intermediaries are typically relied upon to 

facilitate this exchange of information. The possession of buyer-seller information also 

enables them to match differentiated segments of demand with the corresponding 

segments of supply. 

 

It is evident that marketing intermediaries and middlemen facilitate the flow of goods 

and services, as well as information within a marketing system; thus, I propose two 

areas for the conceptualisation of openness in the marketing system, namely the 

development of a country’s distribution infrastructure and the development of its 

communication infrastructure.  

 

Distribution infrastructure 

 

Research on the role of marketing in economic and social development has emphasised 

the importance of the development of infrastructure for distribution (Bucklin 1972; 

Hirsch 1961; Kaynak 1986; Slater 1971). As the primary objective of marketing is to 

facilitate the exchange between buyer and seller (Bagozzi 1979; Bartels 1968), the 

marketing system comprises two critical elements: the middlemen who perform specific 

functions to transfer the product from seller (producer) to buyer (consumer), and the 

infrastructure that facilitates that transfer. Direct relationships between buyer and seller 

without the presence of marketing intermediaries are inefficient because of the 

difficulties matching supply and demand; some difficulties include the geographic 

separation between buyer and seller, the heterogeneity of demand vs. the scale 

economies of supply, as well as the perishability of goods and services (Bucklin 1972; 
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Mallen 1973; Weld 1915). In this respect, the marketing system becomes more viable 

and efficient because of the functions that marketing intermediaries perform (Brohman 

1996; Porter 1995; Rostow 1971).  

 

The performance of a marketing system relies on the marketing intermediaries’ ability 

to transfer surplus goods and services from one market to other markets where 

opportunities for trade have yet been exhausted (Britnell 1953). It has been observed 

that underdeveloped regions or rural areas in a country are isolated from larger markets 

or urban centres because marketing intermediary roles and functions are lacking or not 

as well-formed as those in developed areas (Thorelli & Sentell 1982). In their account 

of the marketing system in Thailand, Thorelli and Sentell (1982) noted that it featured 

long, cumbersome, under-capitalised distribution channels where street hawkers and 

bazaar vendors dominated but the assortment of goods and its geographical reach were 

limited. 

 

The proposed definition of openness fits an assessment of the marketing system well. 

Just as how the flow of investment capital and knowledge are cited in other systems, the 

marketing system can be assessed for the flow or distribution of goods and services 

through marketing channels. However, Bucklin (1972) maintained that the extent to 

which goods and services flow freely is related to the presence of marketing 

intermediaries and their freedom to and competence in performing critical marketing 

functions. A country that resembles the Open Society is more likely to have a well-

developed trade of competent marketing intermediaries to facilitate the flow of goods 

and services. On this basis, I propose that openness in the marketing system can be 

conceptualised as the extent of development and competence of marketing 

intermediaries. 
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The development and competence of marketing intermediaries may in turn be 

dependent on the quality of the distribution and transportation infrastructure. For 

instance, a well-developed transportation infrastructure is required to serve 

geographically remote areas, while a built-up warehousing and storage infrastructure is 

required to create inventory and assortment. Shultz and Pecotich (1997) attributed the 

economic success of both developed and developing economies to the establishment of 

an extensive road and rail transportation network. A country that strives for the 

libertarian and egalitarian ideals of the Open Society is more likely to possess an 

extensive rail, road, waterway and air transportation network that can facilitate the free 

flow of goods and services to all geographical areas. For this reason, I propose that 

openness in the marketing system can also be conceptualised as the extent of 

development of a country’s transportation network. Communications infrastructure is 

required to make buyer and seller contacts, as well as exchanging market information; 

therefore, the communications infrastructure will also be relevant to this study. 

 

Communications infrastructure 

 

Similar to the transportation network, an underdeveloped communications infrastructure 

can make the exchange of market information cost prohibitive in geographically 

isolated areas. Market information originating from the seller, such as product 

announcements and advertising, is exchanged for market information originating from 

the buyer, such as the variety, price and quantity of products demanded. A well-

developed telecommunications network is one that covers all geographical areas and is 

accessible by everyone through a wide variety of different media (print, electronic, or 

verbal); therefore, just as the transportation infrastructure is critical to the flow of goods 
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and services, the flow of marketing information along the marketing channel relies on a 

developed communication infrastructure. A country that resembles the Open Society is 

likely to have a well-developed telecommunications network that enables market 

information to flow freely between buyers and sellers in all geographical locations. On 

this basis, I propose that openness in the marketing system can also be conceptualised 

as the extent of development of a country’s communication network. 

 

Summary of the Openness Construct 

 

To reiterate the objective of the discussion so far, I have reviewed the literature on the 

historical applications of the term openness. Many such references are encompassed in 

the ideals of the Open Society, of which I have also reviewed the literature. The body of 

work on the Open Society has helped expand the meaning of openness, for which I 

propose a conceptual definition. I have developed the openness concept further by 

conceptualising it in six different areas of society. For this study, openness is 

conceptualised in the following manner (as listed in Table 1 below): 
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Table 1: Conceptualisation of Openness in Six Societal Systems 

Societal System Operationalisation 
External economic system  It is the extent to which a country trades with other 

countries and facilitates international trade amongst its 
own people. 
It is the extent to which a country’s international trade 
of goods and services is free and not subjected to 
protectionist measures. 
It is the extent to which foreign capital moves into and 
out of a country. 

Internal economic system It is the extent to which individuals are given the liberty 
to conduct business without the encumbrance of 
regulation. 
It is the extent to which the operation of markets is free 
from competitive and price distortions. 

The political system It is the extent to which an individual’s right and 
freedom to participate in self-governance is recognised 
and provided for. 
It is the extent to which a variety of interests and 
political organisations are represented. 
It is the extent to which the government in a country 
interacts with the majority to share information and 
develop policies. 
It is the extent of a country’s diplomatic relations with 
other countries. 

The cultural system  It is the extent of female participation in all aspects of 
society. 
It is the extent of social mobility in a society. 
It is the extent of heterogeneity in a country’s 
demographic character and cultural exchange. 
It is the extent of secularism in a society. 
It is the extent to which its mass media is free and 
independent. 

The knowledge system  It is the extent of scientific research activity in a 
country. 
It is the extent to which scientific knowledge flows 
freely. 

The marketing system It is the extent of development and competence of 
marketing intermediaries. 
It is the extent of development of a country’s 
transportation network. 
It is the extent of development of a country’s 
communication network. 
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Having addressed the first research objective of this study by defining and developing 

the openness construct, I now use it to examine the relationship between openness and 

societal welfare, as well as, other relevant variables. Figure 2 below provides a preview 

of the conceptual model proposed in this study. In this model, I propose that 

dependency has a negative relationship with openness and a negative relationship with 

equality. I also propose that openness is positively associated with equality, which in 

turn, is positively associated with trust. Finally, I propose that trust is positively 

associated with societal welfare. In the following section, I will summarise the relevant 

literature and expand on the theoretical foundation of this model. 
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Figure 2: A Preview of the Model 
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Openness-Societal Welfare Link Not Straightforward 

 

The conceptualisation of openness proposed in this study has been guided by the literature 

on the Open Society and the work of liberalist thinkers. The operating paradigm here is that 

if a country is more ‘open’, then its people would be better off. This prescription appeared 

to be evident in several references contained in the literature, albeit mostly relating to 

economic openness. Classical economists argued that individual and countries are better off 

economically if they engaged in free trade (e.g. Ricardo [1817] 1911; Smith [1776] 1950). 

In more recent research, trade economists showed that a liberal trade regime can promote 

economic growth and alleviate poverty (e.g. Dollar 1992; Dollar & Kraay 2001; Frankel & 

Romer 1999). Such assumptions about the benefits of an open society were also reflected in 

the rhetoric of organisations such as the World Trade Organization (World Trade 

Organization 2004), as well as Western democracies such as the United States (Anonymous 

1998a; Crook 1993). Yet accounts of poverty and inequality in many parts of the world 

might suggest that the evidence on the openness-welfare relationship is not so clear. 

 

Improvements in technology and the global span of multinational corporations have 

increased a country’s capacity for economic openness. Indeed, the volume of world trade 

and the number of countries pursuing export-oriented strategies is at the highest its ever 

been (World Trade Organization 2008); however, poverty and inequality are still rife in 

many parts of the world because the prosperity from increased trade activities has been 

unevenly spread. The United Nations Development Programme’s recent global assessment 

of the Millennium Development Goals revealed that poverty and hunger have increased in 
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the last ten years in the majority of Sub-Saharan Africa and West Asia, even though these 

countries are trading more (United Nations Development Programme 2005). The elite have 

become wealthier from increased economic openness but the welfare of society at large has 

not improved. Having reviewed the literature, I propose two possibilities for this 

inconsistency. 

 

Firstly, the empirical evidence put forward by researchers concerning the societal benefits 

of openness appears to emanate only from an economic perspective. Their 

conceptualisation of openness is narrow and does not encompass other aspects of society 

such as the political system and the cultural system. This implies that a country may be 

deemed ‘open’ but only on the basis of extensive trade. That same country may indeed be 

‘closed’ in other systems that may have a significant bearing on societal welfare. For 

example, as a country engages in more extensive international trade, the freedom of 

individuals to conduct business and the degree of government consultation with its people 

might be co-requisites for improving societal welfare. Researchers of economic openness 

have historically overlooked these issues (e.g. Edwards 1993; Edwards 1998; Grassman 

1980; Harrison 1996; Leamer 1988; Vamvakidis 2002) and this shortcoming is being 

addressed in the present study. 

 

Secondly, the liberal economic rhetoric has been widely disputed by scholars on the 

account that extensive trade and the ‘opening’ of economies can have a detrimental effect 

on some countries (e.g. Barro 2000; Chase-Dunn 1975; Krugman 1994; Prebisch 1950; 

Rodrik 1995; Sachs 1987; Wallerstein 1974a; Wallerstein 1974b). Critics of globalisation 

have cited several accounts of exploitation and inequality in underdeveloped countries 
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arising from declining terms of trade when dealing with multinational corporations from 

developed countries (Watkins & Fowler 2002). Yet governments in these underdeveloped 

countries are willing to endure such conditions in exchange for much-needed foreign 

capital on which they are dependent. Subscribers of this ‘dependency theory’ argued that 

underdeveloped countries have become dependent on developed countries and that 

increasing openness in the economic system will entrench their subordinate position, at the 

expense of its poorest people (Cockcroft, Frank & Johnson 1972; Prebisch 1950; 

Wallerstein 1974a).  

 

Problems can also emanate from a dependency on foreign capital and/or openness in the 

capital market. The destabilising effects of extensive foreign capital penetration and capital 

flight are evident in the financial crises that have plagued underdeveloped countries that 

had permitted openness to capital movement (Dixon & Boswell 1996; Epstein 2005). The 

Bretton Woods Agreement was, in part, an initiative to curtail capital mobility in response 

to the destabilising socioeconomic effects of capital flight, international lending and 

currency speculation (Helleiner 2005; Khan 2004; Markwell 2006; Sodersten & Reed 

1994). John Maynard Keynes ascribed a country’s economic peace at home to full domestic 

employment and economic peace with its neighbours to fair and stable trade relations. He 

warned that international capital movements not only interfered with a government’s 

domestic fiscal and monetary policies but also pitched trading partners against each other to 

gain more favourable trade balances (Keynes 1936). So while some scholars argued for 

greater capital mobility (e.g. Krugman & Obstfeld 2003b; Obstfeld 1995), others have 

recognised its potential ill-effects on society. 

 



 
 

  59

This debate suggests that the relationship between openness and societal well-being may 

not be straightforward and that this issue has not been researched extensively. The 

motivation of this study is to address this knowledge gap. Having reviewed the literature, 

there is some basis to theorise that openness may be associated with other variables, which 

in turn, are related to societal welfare. The first variable of concern is dependency and in 

the following section, I will provide the theoretical basis for proposing a negative 

relationship between dependency and openness.  

 

Dependency 

 

Dependency theorists (e.g. Chase-Dunn 1975; Cockcroft, Frank & Johnson 1972; Prebisch 

1950; Wallerstein 1974b) have proposed a theory to explain the mechanics and effects of 

global capitalism. In this theory of neo-colonialism, there are two classes in a hierarchy of 

states in the world system: developed countries known as core states and developing or 

underdeveloped countries known as peripheral states (Wallerstein 1974a; Wallerstein 

1974b). To maintain their wealth and power in the world system, core states extract natural 

resources from peripheral states using cheap labour available in the host country. Resources 

and profits are then repatriated back to the core states without any significant capital 

investment in the peripheral states (Cockcroft, Frank & Johnson 1972; Wallerstein 1974b). 

 

Several scholars maintained that this exchange has rarely benefited the peripheral states, 

but has instead retarded its economic development (Baumgartner, Buckley & Burns 1975; 

Chase-Dunn 1975; Stumpp, Marsh & Lake 1978; Wallerstein 1974b). Operating through 

the agency of multinational corporations, the core states depend on the raw materials and 
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cheap labour available in the peripheral states. Apart from depleting the natural resources in 

peripheral states, the amount of profits repatriated to core states far exceeds the level of 

investment in the peripheral states (Vernon 1971). Peripheral states are locked into this 

arrangement because they are dependent on the products, capital and technology that core 

states can provide. Yet, most of the foreign investment capital has been directed towards 

two sectors: extracting raw materials and low-value manufacturing.  

 

These activities result in economic dualism by increasing the economic disparity between 

the working class and local bourgeoisie. This socio-economic structure is maintained by 

controlling political participation and dissent through the military and other government 

institutions. Those responsible for suppressing dissent are the foreign bourgeoisie and local 

ruling class who stand to benefit the most from labour exploitation. Furthermore, the 

dependency on foreign investment capital limits the ability of peripheral states to pursue 

their own economic development agenda. Dependency theory scholars argued that the 

social and economic interests of peripheral states are often subordinate to those of the core 

states and its agents (Cockcroft, Frank & Johnson 1972; Prebisch 1950; Wallerstein 

1974b).  

 

Case studies from Latin America have provided support for the dependency theory. In 

colonial Brazil, Chile, and Mexico, the Portuguese and Spanish extracted minerals and 

agricultural produce using indigenous labour and exported it back to Europe. This 

industrialisation process formed a sharp social and economic division between the local 

capitalists and the peasant class, giving rise to a rigid social structure (Cockcroft 1972). To 

expand the scale of agricultural exports, foreign businesses cooperated with local elite 
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landowners to force the small-scale farmers and peasants into low-wage employment. 

Throughout this process, the local bourgeoisie collaborated with foreign businesses to 

dominate the economic, political, and social landscape.  

 

In the case of Latin America, trade between core and peripheral states was not balanced. 

Capital goods and productive apparatus were sourced from Europe, thus neglecting the 

development or reinvestment of an indigenous productive capacity that would be self-

sufficient (Frank 1972). Frank (1972) also noted that wholesale imports and exports passed 

through the hands of foreigners, which exacerbated the balance of payment problem the 

peripheral states faced. When the raw materials were exhausted or commodity prices fell, 

the core states abandoned the peripheral states and the indigenous population failed to make 

autonomous economic progress. For the reasons cited above, dependency theorists have 

provided a counter-argument to the liberal trade rhetoric. Their theory about a country’s 

dependence or its position in the world system is pertinent to an investigation of openness. 

For the purpose of this study, dependency is defined as the extent to which a country is 

dependent upon foreign capital and the global economy for its economic development. 

 

Dependency and openness 

 

According to the dependency theory, different societal systems in a peripheral state would 

be subject to influence by the trade agenda of core states. The historical accounts of 

dependency theorists suggested that core states have contributed to the ‘opening’ of the 

economy of a peripheral state, but also to the ‘closing’ of its political and cultural system 

(Cockcroft 1972; Prebisch 1950). For instance, Mexico’s dependence on foreign investment 
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compelled the opening of its economic system, which also entailed the entry of 

multinational corporations and foreign investment into the local markets. However, the 

pursuit of economic interest by foreigners altered political and social interactions in Mexico 

(Prebisch 1950). The collaboration of foreign businesses and local bourgeoisie restricted 

the opportunities of economic participation and social mobility open to the working class. 

The ruling class, which had vested interest in foreign economic presence, also imposed 

sanctions to squash dissent or any efforts to start political or labour movements (Frank 

1972).  

 

Historical evidence in Latin American countries, as well as other underdeveloped countries 

such as China suggests that during the epoch of dependency, their sovereignty and 

autonomy were constrained or challenged. For these countries, the core states left their 

colonial footprint that bore little resemblance to the Open Society. Indigenous economic 

and political participation were limited to the local bourgeoisie and ruling class, while 

opportunities for social mobility and cultural pluralism were suppressed. The local elite, in 

collaboration with foreign powers, exploited the masses in their own land. This evidence 

suggests that the core states afford very little openness to subordinate peripheral states.  

 

These themes of exploitation and double-standards, which dependency theorists have 

documented, appear to have a direct and indirect influence the openness in some areas of 

society, particularly in peripheral states. In the case of colonial China, the exploits of 

foreign interests in major cities restricted the freedom of opportunity and freedom of 

dissent for many Chinese citizens. The subversion of Chinese sovereignty by foreigners and 

the local elite subsequently resulted in a ‘closed-door’ policy after the Marxist revolution 
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concluded in 1949. Economic and social reforms were then implemented (through the 

Great Leap Forward and the Cultural Revolution) and led to a decrease in economic and 

political openness; however, these measures also brought about greater openness in the 

areas of gender roles and distribution infrastructure. Ironically, Weisskopf (1980) argued 

that Chinese reforms towards less openness in trade and politics, were instrumental to 

promoting greater self-reliance and participation in the economy (hence, greater openness 

in the internal economic system). 

 

Dependency on foreign investment capital and trade may prompt an increase in external 

economic openness, but often also a decrease in openness in other areas. Governments that 

want to create a business and investment environment conducive for foreign entities may 

apply measures that promote obedience rather than self-reliance. Kurtz (2004) argued that a 

country’s dependency on foreign capital may reduce the extent of democracy or political 

pluralism in that country. The incidence of governments suppressing labour unions and 

civil rights of indigenous groups to protect foreign interests has been well-documented (e.g. 

Boele, Fabig & Wheeler 2001; Frynas 1998; Kovalik 2003-2004). Other authors also 

provided accounts of the suppression of free speech and dissent in peripheral states as a 

result of dependency and imperialism (e.g. Bornschier & Chase-Dunn 1985; Galtung 1971; 

Szymanski 1981; Thomas 1984). In an Oxfam report, Watkins and Fowler (2002) detailed 

how the collaboration of multinational corporations and local bourgeoisie have restricted 

opportunities of economic participation and social mobility among the working class.  

 

The point that dependency theorists are making is unlike the governments in core states, the 

governments in many peripheral states tolerate this because they have become highly 
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dependent on foreign investment and trade (Chase-Dunn 1975; Kick et al. 2000; Olson 

1982). I concur with this view but to go further, I postulate that developed core states are 

likely to possess greater openness in its own societal systems. The extent of trade in a 

developed core state may be reflected in the activities of its multinational corporations 

operating in peripheral states. A well-developed middle class in developed countries may 

also be indicative of freedom in economic participation and social mobility. Researchers 

have found that democracy and political freedom is more likely to exist in economically 

developed countries (Burkhart & Lewis-Beck 1994; Lipset 1959; Londregan & Poole 1996; 

Muller 1985; Muller 1995). Specifically, Lipset (1959) suggested that generally only 

wealthy countries would have the surplus to make reforms in areas such as social mobility, 

the free flow of information, and tolerance.  

 

Arguably, these are traces of development that were fuelled by exploits in trade with 

dependent states. In light of the dependency theory, I propose that as long as a country 

continues to be a peripheral state that is dependent on foreign capital, it is less likely to 

possess the levels of openness that developed core states have generally developed already. 

On this basis, my first research hypothesis is: 

 

H1: The extent of dependency in a society is negatively associated with the extent of 

openness in that society. 

 

Following a discussion on dependency, some readers may get a sense of the inequality 

between core and peripheral states, as well as inequality within peripheral states during the 

economic development process. A discussion on the concept of equality is timely here 
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because a review of the literature has suggested that it is a related variable which has 

featured prominently in studies on societal welfare.  

 

Equality  

 

Many theories and philosophies in the social sciences are motivated by the ideal of 

achieving equality in society. Some researchers focused on equality in income as an 

indicator of well-being (Adelman, Morris & Robinson 1976; Anderson 2005; Barro 2000; 

Muller 1988), while others investigated the extent to which different groups have been 

treated equally in areas of political and social life (Adelman & Morris 1971; Hausmann, 

Tyson & Zahidi 2006; Hewitt 1977; Hill & Dhanda 1999; Muller 1988). Some libertarian 

philosophers including Immanuel Kant and John Stuart Mill have also discussed the role of 

the state and social structures in the equal distribution of civil rights and responsibilities of 

individuals in a society (Guyer 1992; Mill [1862] 1982; Mill [1869] 1970); nonetheless, the 

conceptualisation of equality in the present study is confined to economic equality. A 

review of the literature on this topic indicated that economic equality may be associated 

with both dependency and openness. 

 

Dependency and economic equality 

 

There is evidence to suggest that dependency is negatively associated with economic 

equality. Barro (2000) reasoned that in countries with a high dependency on extractive 

industries, an expansion in trade tended to depress the relative wages of unskilled workers. 

Despite the expanded economic opportunities arising from increased trade and foreign 
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investment, the working class is confined to lower-paying jobs in export industries, while 

the local elites and bourgeoisie benefit as rent-seekers or capitalists (Chase-Dunn 1975). 

Dependency theorists have already presented supporting evidence that form their beliefs 

concerning inequality in peripheral states (e.g. Boswell & Dixon 1990; Cockcroft 1972; 

Prebisch 1950; Rubinson 1976; Wallerstein 1974a). 

 

Economic and social equality are also more difficult to achieve if the country’s dependency 

has compromised their sovereignty over its economic and social policies. Galtung (1971) 

and Gissinger and Gleditsch (1999) both concluded that dependence on foreign capital 

boosts social inequality and injustice in a peripheral state. The penetration of foreign capital 

into extractive industries effectively ‘locks’ peripheral states into a development agenda 

that prioritises those industries. This agenda not only prevents competency building in other 

areas of the economy, but also shifts the state’s priorities away from domestic capital 

accumulation and economic subsistence. In peripheral states, dependency reduces the 

government’s ability to redistribute welfare through taxes and transfers (Anderson 2005).  

 

Therefore, I postulate that: 

 

H2: The extent of dependency in a society is negatively associated with the extent of 

economic equality in that society. 
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Openness and economic equality 

 

References to the link between openness and economic inequality have been sparse; 

however, equality in well-being (including economic equality) has always been the desired 

outcome of the Open Society (Bergson [1935] 1977; Popper 1966). Bergson and Popper 

emphasised the individual’s right to be treated equally and fairly as an ideal of the Open 

Society. The morality of the Open Society is underpinned by the virtues of freedom, 

compassion and reciprocity, which in turn would promote equality among its citizens. In 

this study, openness is conceptualised in a manner by which its relationship with equality in 

society can be assessed.  

 

There are a few empirical studies that have linked economic equality with certain elements 

of the openness construct. In support of the liberal economic argument, Dollar and Kraay 

(2002) found that open markets and liberal economic policies tend to raise the income of a 

country’s poor. Muller (1988) established a negative relationship between democracy and 

income inequality. Adelman, Morris, and Robinson (1976) observed that policies that 

facilitate social mobility are likely to result in a more equitable distribution of income. 

Finally, Thorelli and Sentell (1982) noted that a well-developed distribution infrastructure 

may promote greater equality in economic development, particularly in rural areas. Given 

that there is a basis to relate openness to economic equality, I propose that:  

 

H3: The extent of openness in a society is positively associated with the extent of 

equality in that society. 
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Even though the libertarian ideals of the Open Society emphasise individualism and 

egalitarianism, the means by which greater societal welfare is achieved is not through 

individuals alone. Since ‘no man is an island’, individuals have to forge social bonds to 

improve shared outcomes. There are many accounts of civic solidarity in the literature (e.g. 

Banfield 1958; Coleman 1990; Fukuyama 1995; Putnam 2000), but it appears that inherent 

in this cooperation is the notion of trust. A review of the literature uncovered evidence that 

trust may be associated with equality. 

 

Trust 

 

The concept of trust or social capital is introduced into this study because it is the means by 

which self-interest of an individual and collective interests of a society converge. Marquand 

(1991) cited the operation of a market to illustrate that trust enables the pursuit of both the 

self- and collective interests. In a market, an exchange requires trust from both buyers and 

sellers, but as the number of exchanges grows and trust is established, the market is able to 

attract more customers and profit opportunities expand. This organisation of economically-

rational individuals to pursue societal goals requires the confluence of self- interests and the 

interests of others (Misztal 1996; Mulhall & Swift 1992) and researchers have maintained 

that trust can facilitate such an organisation or cooperation (Hirsch 1977; Sabel 1989). 

Coleman (1990) stated that trust is a precondition for a rational individual to incur the risk 

involved with the exchange or transfer of interests to others. 

 

It is also apparent from the review of the related literature that trust is pertinent to any 

inquiry into societal welfare. Several scholars argued that there is a necessity for 
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individuals to trust one another and work together because cooperation and collectivism can 

achieve the societal goals that self-interests alone cannot (Banfield 1958; Coleman 1990; 

Fukuyama 1995; Putnam 1993). Putnam (1993) explained that a high degree of trust would 

lead to an increase in civic participation, which ultimately improves socio-economic 

development. Fukuyama (1995) also stressed the importance of trust and its role in civil 

society and economic development.  

 

The notion of trust in the literature referred to the willingness of individuals in a society to 

work together to achieve societal goals, even if it means subordinating self-interests to 

collective ones. A sense of solidarity and cohesiveness can facilitate many social functions 

(Banfield 1958; Olson 1982; Putnam 1993). Banfield (1958) observed that in villages with 

higher levels of trust, the villagers were more likely to cooperate in community projects and 

public works. He added that in villages with lower levels of trust, the villagers were not 

only less willing to cooperate, but also more melancholic and uncooperative. Olson (1982) 

concluded that a lack of trust resulted in tension and disunity among different minority 

groups and social classes, and this in turn, impeded the planning and implementation of any 

economic or social development efforts.  

 

The literature lacks a single, universally-accepted definition or conceptualisation of trust 

(Bhattacharya, Devinney & Pillutla 1998; Misztal 1996). At the individual level, Rotter 

(1980) referred to trust as a generalised expectation held by an individual that another 

person’s word can be relied on. At the societal level, however, trust is generally 

indistinguishable from social capital. Coleman (1988) alluded to a higher level of 

abstraction and referred to trust as an aspect of social structures that makes possible the 
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achievement of certain ends that in its absence would not be possible. For the purpose of 

this study, trust will be conceptualised at the societal level, and will be referred to as a 

collective, generalised expectation held by society of the reliability of individuals and 

institutions that permits mutual cooperation. 

 

Economic equality and trust 

 

Several researchers have presented evidence of a link between economic equality and trust 

(Alesina and La Ferrara 2000; Bjornskov 2006; Rothstein and Uslaner 2005; Uslaner 

2002). Rothstein and Uslaner (2005) reasoned that an equitable distribution of resources 

and opportunities gave people the belief that they shared the same fate. Having a common 

destiny, in turn made it easier for individuals to trust each other because they perceived 

themselves to be part of a larger order. Svallfors (1997) established that the more 

egalitarian Nordic countries were more supportive of welfare redistribution policies that 

benefit the poor; therefore, not surprisingly, Uslaner (2002) then found that the Nordic 

countries scored highest on trust. These countries also ranked highest on income equality. 

This finding is consistent with that of Alesina and La Ferrara (2000), who demonstrated 

that trust is lowest in communities where income inequality is highest. 

 

Evidence submitted by Lewis (1962), Whyte (1963), and Woolcock (1998) surmised that in 

poverty and exploitation, the poor can become pessimistic, despondent, and distrustful. It 

follows that where economic inequality is rife in a society, trust diminishes, particularly 

among the commonly disadvantaged groups. Mauro (1998) suggested that wealth 

inequality may make people less constrained to cheat others. Conversely, when there is 
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optimism about the future, trusting other people becomes less risky (Rothstein & Uslaner 

2005). Rothstein and Uslaner (2005) added that perceptions of inequity tended to reinforce 

negative stereotypes that impede trust and cooperation. 

 

 

It appears that a country that resembles the Open Society may be a fertile ground for trust 

to grow; however, this can only be achieved if economic equality exists. The literature in 

this area has provided substantiation for the inclusion of the equality-trust relationship in 

this study; hence, I postulate that: 

 

H4: The extent of economic equality in a society is positively associated with the 

extent of trust in that society. 

 

Societal Welfare 

 

The welfare of society has long been a topic of interest for social science researchers; 

however, there is no universal agreement to what its conceptualisation is. Notwithstanding, 

the conceptualisation of societal welfare in the present study is concerned only with the 

health and social wellbeing of a society and does not include any representations of 

economic wellbeing. Research into the concerns of citizens has revealed that there are 

several domains of life that are of concern, many of which do not include economic or 

financial issues. Instead most concerns fall into the following domains: family life, health, 

personal values, local situation or facilities, and social life (Andrews & Withey 1976; 

Campbell 1976). Rather than being restricted by economic indicators of societal welfare 
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(e.g. economic growth, Gross Domestic Product per capita), health and social wellbeing 

make for a more broad and inclusive construct, but also a subjective one. The extant 

literature has provided some assistance in limiting the focus of this investigation to two 

dimensions of societal welfare: civil order and happiness. 

 

The degree of civil order in a society reflects the degree of stability and the lack of social 

tension or disorder among its people (Hall 1994; Olson 1982). Civic order is a significant 

dimension of social wellbeing because people who are contented with the way they are 

treated are more willing to maintain the status quo (Cantril 1965). Conversely, 

discontentment with the way of life increases the level social tension and political unrest in 

society (Gissinger & Gleditsch 1999; Kurzman, Werum & Burkhart 2002; Parvin 1973). 

Conceptualising societal welfare as the degree of civil order has its methodological 

benefits. There is a comparatively wider range of objective indicators of societal welfare 

available because civil order is manifest in the level of crime and violence.  

 

The second dimension of societal welfare relates to the happiness of the people. The 

general level of happiness in society is inextricably linked to its social wellbeing (Frey & 

Stutzer 2002; Haller & Hadler 2006; Veenhoven 1993). Happiness, along with other related 

indicators like quality-of-life and satisfaction with life, reflects the extent of contentment in 

the general population. This contentment can reside in a broad spectrum of life domains 

including satisfaction with family life, social life, work life, spiritual life, self-development, 

material possessions, and government (Day 1978; Day 1987; Frey & Stutzer 2002; 

Leelakulthanit, Day & Walters 1991). Whilst happiness is seemingly a subjective construct, 

some researchers proposed that the degree of contentment (or discontentment) can be 
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observed in the incidence of depression and suicide (Durkheim [1897] 2002; Oswald 1997; 

Wilkinson & Pickett 2009), for which objective indicators exist. Since societal welfare can 

be conceptualised as the degree of civil order and happiness in society, there is some 

compelling evidence to suggest that trust has a positive influence on it. 

 

Trust and societal welfare 

 

Several authors have proposed that trust is positively associated with civil order (Banfield 

1958; Coleman 1990; Hall 1994; Misztal 1996; Putnam 2000; Uslaner 2002; Welch et al. 

2005). An important source of civil order is social cohesion in the community (Coleman 

1990; Misztal 1996). Banfield (1958) also presented evidence of the link between trust and 

social cohesion. In some villages with high levels of trust, the villagers identified strongly 

with the village and had numerous and significant kinship and friendship ties. Uslaner 

(2002) found that in communities where people worked together cohesively, they were 

more likely to share a sense of fate and were thus more willing to help others who were 

disadvantaged. This form of welfare redistribution can mitigate the marginalisation of 

disadvantaged groups and ultimately reduce the level of social tension or conflict.  

 

This sense of cohesion is also important in controlling social problems. Research showed 

that communities with higher levels of trust generally had lower levels of crime and other 

social problems (Hagan, Merkens & Boehnke 1995; Rothstein & Uslaner 2005; Wilkinson, 

Kawachi & Kennedy 1998). Since social cohesion promotes a mutual concern for each 

other, people are more likely to monitor or police the activities of others. This form of 

community vigilance has the capacity to control the spread of social problems. In addition, 
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Portes and Sensenbrenner (1993) suggested that solidarity and enforceable trust tends to 

reduce opportunism and guile in a community. 

 

The trust embedded in civil participation and association also tends to promote empathy 

and tolerance in a society (Putnam 2000). Hall (1994) added that trust creates a conducive 

environment for collaborating social actors to air and resolve their grievances, thus 

reducing social tension or conflict. This includes a generalised trust and reliance in 

governments and other institutions to resolve conflicts in an equitable manner. Since 

jealousy and suspicion can readily turn into ethnic conflict and political instability, it would 

be expected that a higher level of trust would promote greater civil order. 

 

There is also evidence of a positive link between trust and happiness (Banfield 1958; 

Rothstein & Uslaner 2005; Umberson et al. 1996; Yip et al. 2007). There is already a body 

of research associating higher levels of trust and better psychological health (Rose 2000; 

Ryff 1989; Umberson et al. 1996; Yip et al. 2007). These authors highlighted the 

importance of trust as a form of moral and social support, which can promote better mental 

health. Other authors have proposed that it is the psychological benefits of trust and social 

capital that have a positive effect on happiness or satisfaction (Diener 1996; Durkheim 

[1897] 2002; Requena 2003; Ryff 1989). Evidence presented by Banfield (1958) showed 

that villagers with a higher level of trust were found to be more optimistic and overall, 

happier. At least at the individual level, Rothstein and Uslaner (2005) noted that trusting 

people tended to be more optimistic about their ability to influence their life opportunities, 

and ultimately were happier. 
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It has also been proposed that low levels of trust are associated with unhappy outcomes. 

Both Deiner (1996) and Durkheim ([1897] 2002) found that individualistic nations had the 

highest levels of suicide and divorce. They attributed this phenomenon to the increasing 

isolation that can accompany modernisation and individualism. Other authors such as Slater 

(1971) and Putnam (2000) have also commented on the negative effects resulting from the 

breakdown of civil society and social capital. The evidence discussed provides a basis to 

propose the following:  

 

H5: The extent of trust in a society is positively associated with its welfare. 

  

The Proposed Model 

 

In summary, the discussion above was an attempt to propose a conceptual definition and a 

broad conceptualisation of openness, as well as a conceptual model that may reflect the 

indirect relationship between openness and societal welfare. In effect, I am proposing to 

test the libertarian rhetoric that freedom or openness is unconditionally better for society. 

Since this position has been confounded by conflicting evidence, the conceptual model 

incorporated the dependency theory as a potential counter-argument. There is evidence in 

the literature to justify the inclusion of equality and trust in the model. Having developed 

the theoretical basis for this study, I proposed five hypotheses: 

 

H1: The extent of dependency in a society is negatively associated with the extent of 

openness in that society. 
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H2: The extent of dependency in a society is negatively associated with the extent of 

economic equality in that society. 

H3: The extent of openness in a society is positively associated with the extent of 

equality in that society. 

H4: The extent of economic equality in a society is positively associated with the 

extent of trust in that society. 

H5: The extent of trust in a society is positively associated with its welfare. 

 

These five hypotheses form the conceptual model displayed in Figure 3 below.
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Figure 3: The Conceptual Model of Openness 
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Chapter 3: Methodology 

 

This chapter outlines the process of operationalising the variables in the conceptual model, 

which is the second research objective of this study. The variables of openness, dependency 

equality, trust, and societal welfare will be assigned statistical indicators and a 

measurement model will be presented. These indicators are selected on the basis of face 

validity and data availability. In other words, the selected indicators have to appear to be 

valid measures of each variable and data must also be available for as many countries as 

possible. This chapter begins with a discussion of the research methodology adopted in the 

present study. 

 

Cross-sectional Research 

 

The most feasible approach to test the conceptual model is a cross-sectional study of 

country-level secondary data. Since each country possesses a network of interactive societal 

systems with varying degrees of openness (Pecotich & Shultz II 1998), the country was 

selected as the unit of analysis. Landman (2006) documented the purpose and benefits of 

using country-level data in cross-sectional studies. Countries that share common 

characteristics can be grouped together and used to test hypotheses and ultimately construct 

an explanation or theory that will simplify a more complex reality (Landman 2006). This 

methodology is common in the social sciences disciplines – including economics, political 

science, sociology – although, less common in marketing (Anderson 2005; Barro 1991; 
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Barro 1999; Clague, Gleason & Knack 2001; Dollar 1992; Edwards 1993; Inglehart & 

Baker 2000; Knack & Keefer 1997).  

 

Since the country is the unit of analysis in this study, the sample size is necessarily limited. 

According to official accounts by the World Bank and Central Intelligence Agency, there 

are 260 sovereign states, territories, and dependencies in the world, of which only 192 are 

recognised as sovereign states by most statistical reporting conventions. Some data sources 

may include Hong Kong and Taiwan, even though the United Nations does not recognise 

them as sovereign states. Data for the other 66 territories and dependencies are extremely 

limited. The limited sample size precluded the use of large-sample procedures, which will 

be discussed in the following chapter.  

 

The sample and number of observations were also constrained by data availability. Users of 

country-level, cross-sectional studies cautioned others of the trade-off that exists between 

the level of abstraction and the size of the sample (Mair 1996; Sartori 1970). A larger 

sample is advantageous for a study of this nature; however, the size of the sample can be 

constrained by data availability. Since data on more specific indicators may not be available 

for all countries or for all reporting periods, a higher level of abstraction would increase the 

chances that data will be available for more countries (Sartori 1970). This constraint 

presented implications for the selection of measurement indicators. 

 

The preference for more general data (i.e. higher level of abstraction) underlies the 

operationalisation of variables in the proposed conceptual model. Landman (2006) 

recommended the maximisation of the number of observations to overcome the problem of 
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indeterminate solutions arising from using too many variables; yet, Pedhazur and 

Schmelkin (1991) recommended the use of multiple indicators to enhance the measurement 

reliability and validity of a construct. Recognising this trade-off, some measurement 

indicators were selected on the basis of historical precedent, while others were selected on 

the basis of face validity. The psychometric properties of each construct was later assessed 

in the data analysis stage. 

 

Using Secondary Data 

 

The primary consideration in a country-level, cross-sectional study is the availability and 

accessibility of statistical data. The benefits of using secondary data are obvious: this 

methodology requires less time and money and helps circumvent problems related to data 

collection. With improvements in reporting standards and internet technology, data are now 

increasingly accessible and available in more topics, time periods, and countries (Kiecolt & 

Nathan 1985). Hyman (1972) and Stewart (1984) advocated the use of secondary data 

analysis for comparative studies for its ability to combine information from different areas 

of study. These developments made secondary data analysis more suitable for the present 

study.  

 

However, there are a number of concerns when using secondary data. Firstly, users of 

secondary data have to be cognisant about differences in the definition of measurement 

units, variables, and populations (Fortune & McBee 1984). For each variable, the 

preference was to source data from a single published source. In the event that the publisher 

used multiple data sources, variations in statistical definitions were flagged and accounted 



 
 

  81

for. The documentation and technical notes that accompanied the data were also thoroughly 

reviewed.  

 

In addition, users of secondary data also have to be concerned about the differences in 

meaning between concepts and indicators that might result in measurement error (Jacob 

1984; Kiecolt & Nathan 1985). The data or indicators adopted in previous studies may have 

been prepared for purposes other than those of this study; therefore, it had to be ensured 

that indicators selected from secondary sources were also appropriate measures for the 

concepts of present concern. On this basis, I employed several remedial measures proposed 

by those who expressed a similar concern (Elder, Pavalko & Clipp 1993; Jacob 1984; 

Pedhazur & Schmelkin 1991). Firstly, as recommended by Elder et al. (1993), I assessed 

the compatibility between the objectives of this study and those of the studies that selected 

similar indicators. Secondly, as prescribed by Jacob (1984) in the process of selecting 

measurement indicators, I gave priority to those that were used previously in a similar 

context and operationalisation. Finally, I heeded the call by Pedhazur and Schmelkin (1991) 

to use multiple indicators to measure each construct. 

 

Having applied the necessary precautions and checks, I proposed a set of indicators to 

measure each construct in the conceptual model, beginning with openness. 
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Measuring Openness 

 

Since this research study is one of the first to operationalise openness comprehensively 

across a broad range of societal systems, I drew from a diverse set of statistical indicators to 

measure each openness construct.  

 

The external economic system 

 

The concept of economic openness has been well-researched by economists, but confined 

to two constructs: the extent of trade and the extent of capital mobility (Dollar 1992; 

Feldstein & Horioka 1980; Grassman 1980; Obstfeld 1995; Vamvakidis 2002). Several 

measures have been proposed and developed for these constructs but no consensus exists 

(Krugman & Obstfeld 2003a; O'Rourke 2000). Researchers who operationalised economic 

openness as the extent of trade (e.g. Barro 2000; Frankel & Romer 1999; Rodrik 1998) 

used the total value of imports and exports as a share of national income (GDP) as a 

measurement indicator. I concurred with this approach as a country’s emphasis on trade is 

best represented by trade volume in relation to both the size of its economy and its 

population. Accordingly, I proposed that openness in the external economic system (extent 

of trade) could be measured by the total value of imports and exports as a share of GDP and 

the total value of imports and exports per capita. Both indicators were expressed in current 

US$ and were labelled ‘TRADEGDP’ and ‘TRADECAP’, respectively. 

 

Since the conceptualisation of external economic openness in this study also encompassed 

the facilitation of trade, I proposed four indicators relating to the process of trade in each 
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country. These were (1) the number of documents required to export a full, 20-foot 

container load of dry goods (EXPDOC) and (2) the number of calendar days (EXPTIME), 

along with (3) the number of documents required to import a full, 20-foot container load of 

dry goods (IMPDOC), and (4) the number of calendar days (IMPTIME). These indicators 

were sourced from the Doing Business Survey conducted by the World Bank on experts 

and expatriates involved in trade across 185 countries. There is historical precedent for 

selecting these four indicators as Djankov and colleagues (2006) used it to examine the 

extent of burden on trade in several countries. 

 

The measurement of economic openness also needed to account for the extent of free or 

liberal trade. Rodriguez and Rodrik (2000) argued that the measurement of a country’s 

economic openness should include the extent of trade tariffs. Although a review of the 

literature suggested that there is little agreement over the measurement of trade 

liberalisation (Ben-David 1993; Edwards 1998; Leamer 1988; Rodriguez & Rodrik 2000; 

Sachs & Warner 1995; Wacziarg & Welch 2003), the inclusion of tariff barriers is more 

common. Sachs and Warner (1995) and Wacziarg and Welch (2003) used the average 

tariffs on imports of intermediates and capital goods and the coverage of quotas on imports 

of intermediates and capital goods. On this basis, I proposed that openness in the external 

economic system (free or liberal trade) could be measured by the percentage of Most 

Favoured Nation tariffs (simple average of ad valorem and calculable ad valorem 

equivalent of MFN applied HSS 6-digit duties) applied to goods imported. This variable 

was labelled ‘TARIFF’. 

 



 
 

  84

The proposed conceptualisation of external economic openness in this study also related to 

the freedom of movement in capital; however, several researchers have debated over the 

measurement of capital mobility (Kraay 1998; Krugman & Obstfeld 2003a; Obstfeld 1995). 

A measurement favoured in this research study was one used by Kraay (1998), who 

assessed capital mobility using actual capital inflows and outflows as a percentage of 

national income or GDP. This study adopted a similar approach by using foreign direct 

investment (FDI) inflows and outflows as a percentage of Gross Fixed Capital formation, 

both of which are commonly reported measures of capital flow by international financial 

agencies. The inflow variable was labelled ‘FDIINFLOW’, while the outflow 

‘FDIOUTFLOW’. 

 

Country-level data on the trade volume ratio to GDP were obtained from the World Bank 

Trade Indicators Report 2008 and the World Bank’s Country Briefs and Trade-at-a-Glance 

tables available online (The World Bank 2008b), while trade per capita data were obtained 

from the World Trade Organization’s World Trade Profile 2007 database (World Trade 

Organization 2007). Data on the percentage of Most Favoured Nation tariffs were obtained 

from the World Trade Organization’s World Tariff Profile 2008 report (World Trade 

Organization 2008). Data on the Doing Business indicators was obtained from the Doing 

Business online database (The World Bank 2007c). Country-level data for FDI inflow and 

outflow as a share of GDP were obtained from the UNCTAD’s 2007 World Investment 

Report (United Nations Conference on Trade and Development 2007). Table 2 below 

summarises the indicators used for this dimension. It should be noted that indicators with a 

positive sign are intended to be positively associated with greater openness, while 
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negatively-signed indicators run in the opposite direction and needed to be reverse-scored 

prior to data analysis. 

 
Table 2: Measurement Indicators for External Economic Openness 

Characteristic Indicator (+/-)* Variable Name Source 

Extent of trade 

Total value of imports 
and exports as a share 
of GDP (+) 

TRADEGDP World Bank Trade 
Indicators Report 
2008 

Total value of imports 
and exports per capita 
(+) 

TRADECAP World Trade 
Organization World 
Trade Profile 2007 

Trade facilitation 

Number of documents 
required to export 
container of dry-cargo 
(-) 

EXPDOC 

World Bank Doing 
Business 2008 survey 

Number of documents 
required to import 
container of dry-cargo 
(-) 

EXPTIME 

Number of days 
required to export 
container of dry-cargo 
(exporter to ship) (-) 

IMPDOC 

Number of days 
required to export 
container of dry-cargo 
(importer to ship) (-) 

IMPTIME 

Free or liberal 
trade 

Percentage of MFN 
tariffs (-) 

TARIFF World Trade 
Organization World 
Tariff Profile 2008 

Capital mobility 

FDI inflow as a share 
of Gross Capital 
Formation (+) 

FDIINFLOW 

UNCTAD 2007 
World Investment 
Report FDI inflow as a share 

of Gross Capital 
Formation (+) 

FDIOUTFLOW 

* (+) indicates that the higher the indicator, the greater the extent of openness; (-) indicates that the lower 
the indicator, the greater the extent of openness. 
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The internal economic system 

 

Since the concept of internal economic openness had not been well-developed, there was 

relatively little guidance on its measurement. Even though the proposed conceptualisation 

of this construct touched on important themes such as the freedom of market participation 

and market autonomy, a literature review has also revealed that scholarly discussions of 

measurement in this area have also been sparse. Fortunately, international agencies such as 

the World Bank and the Heritage Foundation have made attempts at approximating 

freedom of market entry and participation by examining the extent of government 

regulation and bureaucracy (Beach & Kane 2007; Djankov et al. 2002). De Soto (1990) and 

Djankov et al. (2002) observed that the time and costs incurred in establishing a business 

varied with the extent to which government regulation and bureaucracy burdened nascent 

entrepreneurs and other market entrants or participants (De Soto 1990; Djankov et al. 

2002). The time and costs of acquiring licenses and permits can also increase start-up and 

operating costs of a business (Beach & Kane 2007). These factors were considered in the 

World Bank Doing Business Survey (Djankov, Freund & Pham 2006), of which four 

indicators were of interest in this study: (1) the number of procedures (STARTPROC) and 

(2) costs (STARTCOST) involved in starting a business, along with (3) the number of 

procedures (LICENPROC) and (4) costs (LICENCOST) involved in applying for a license 

to construct a warehouse. The cost-related indicators (STARTCOST and LICENCOST) 

were expressed as a percentage of the national income per capita. 

 

The proposed operationalisation of internal economic openness also included the autonomy 

of markets. Since Easton and Walker (1997) argued that it can be difficult to assess the 



 
 

  87

ability of a market to clear without intervention, several authors have resorted to a proxy 

indicator by examining the role of the state (government) in distorting market prices 

(Alesina and Rodrik 1994; Beach and Kane 2007; Easton and Walker 1997; Gwartney and 

Lawson 2006; Rodrik 1998). Governments can interfere with the autonomy of markets in 

several ways: the over-stimulation of demand from the state, the imposition of price 

controls, and the price distortion resulting from government subsidies to producers. On this 

basis, the Fraser Institute (Gwartney & Lawson 2006) and the Heritage Foundation (Miller 

& Holmes 2010) measured freedom from distortion by examining levels of government 

spending (government expenditures as a percentage of GDP), and purported that the larger 

the share of national income attributable to government expenditures, the less autonomous 

markets are in that country. I concurred with the use of this proxy indicator and proposed 

that government expenditures as a percentage of GDP can be used to measure openness in 

the internal economic system. This variable was labelled ‘GOVCONS’. 

 

Country-level data on the number of procedures and costs involved in starting a business 

and applying for a license were available from the Doing Business website (The World 

Bank 2007c). Government expenditure data were obtained from the United Nations 

Statistics Database online and were based on World Bank estimates for the year 2007 

(United Nations Statistics Division 2007). Table 3 below summarises the indicators used 

for this dimension. 
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Table 3: Measurement Indicators for Internal Economic Openness 
Characteristic Indicator (+/-)* Variable Name Source 

Freedom of market 
entry and 
participation 

Number of procedures 
required to establish a 
business (-) 

STARTPROC 

World Bank Doing 
Business 2008 survey 

Cost required to 
establish a business as a 
share of income per 
capita (-) 

STARTCOST 

Number of procedures 
required to construct a 
warehouse (-) 

LICENPROC 

Cost required to 
construct a warehouse 
as a share of income 
per capita (-) 

LICENCOST 

Autonomy of 
markets 

Government 
expenditure as a share 
of GDP (-) 

GOVCONS United Nations 
Statistics Database 
2007 

* (+) indicates that the higher the indicator, the greater the extent of openness; (-) indicates that the lower 
the indicator, the greater the extent of openness. 
 
 
The political system 

 

Democracy and political participation are the central tenets of Popper’s (1966) notion of the 

Open Society; however, there are multiple operationalisations of these concepts in the 

literature, most of which measure either levels of political participation or the extent of 

political pluralism (e.g. Adelman & Morris 1971; Bollen 1980; Freedom House 2006; 

Gastil 1982-1983; Jackman 1973; Jackman 1975). The concepts of political participation 

and self-governance, which are also encompassed in the proposed conceptualisation of 

openness in the political system, have been approximated by these authors through an 

examination of direct democracy activity and provisions. Lipset (1959, p. 27) provided a 

useful conceptualisation of democracy that emphasised the role of voting in direct 

democracy: “a political system which supplies regular constitutional opportunities for 

changing the governing officials, and a social mechanism which permits the largest 
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possible part of the population to influence major decisions by choosing among contenders 

for political office.”  

 

Specifically, several authors have looked to voting behaviours as an indicator of direct 

democracy in a country (e.g. Coulter 1975; Jackman 1973; Jackman 1975; Shachar & 

Nalebuff 1999; Smith 1969; Stack 1979). Stack (1979) asserted that voter turnout is an 

indicator of active political participation and that high political participation would lead to 

elected officials who were more representative of the general population. I concurred with 

this approach and proposed that openness in the political system (political participation) 

could be measured by voter turnout. The statistic of interest was the total number of votes 

in the most recent parliamentary election as a percentage of the total number of registered 

voters and this information was collated and published by the International Institute for 

Democracy and Electoral Assistance. This variable was labelled ‘VOTE’. 

 

In view of adopting multiple indicators for this aspect of openness, I proposed an additional 

measure of political participation: whether a country’s constitution allowed for mandatory 

or optional referendums. The referendum is a primary mechanism of direct democracy 

where citizens are given a direct vote on a legally-binding political, constitutional or 

legislative issue. I followed the methodology adopted by Torgler (2005), who used a 

dummy variable (countries where a mandatory or optional referendum was possible were 

given a score of 1) on the availability of legislative referendums as a measure of direct 

democracy. Using the information published by the International Institute for Democracy 

and Electoral Assistance, I coded the data as a dummy variable and labelled it ‘REFER’.  
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Political pluralism, especially the right to organised political opposition, has also featured 

prominently in the empirical work of democracy researchers (e.g. Adelman & Morris 1971; 

Downs 1957; Lenski 1966). Adelman and Morris (1971) and Downs (1957) maintained that 

a democratic society is one where there is breadth and choice of representation in political 

parties – consistent with the characteristics of a pluralistic political system. On this basis, 

efforts to measure democracy have incorporated a dimension of political pluralism or 

political opposition (Banks 1971; Bollen 1980; Freedom House 2006; Marshall & Jaggers 

2005; Vanhanen 2000). Two widely-available measures of political pluralism are the 

Political Pluralism and Participation and Associational Rights sub-indices published by 

Freedom House (Freedom House 2006a). These indices were generated from country 

analyst ratings on extent to which people had a right to organise in different political 

parties, the extent of opposition vote, the extent of freedom in the people’s political 

choices, and the extent that cultural, ethnic, religious or other minority groups possessed 

full political rights and electoral opportunities. I proposed to use these two indicators as 

measures of openness in the political system (political pluralism). The indicator relating to 

Political Pluralism and Participation was labelled ‘POLPLUR’, while the indicator relating 

to Associational Rights was labelled ‘ASSRIGHT’.  

 

I proposed an additional indicator that assessed effective political pluralism, being the 

measure of a country’s political competitiveness. The data for this indicator were generated 

from analyst ratings and were drawn from the POLITY IV dataset and (Marshall & Jaggers 

2005). The Competitiveness of Political Participation rating denoted the extent to which 

alternative preferences for policy and leadership could be pursued in the political arena. 
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The rating scale ranged from ‘1’ denoting repressed competitiveness to ‘5’ where political 

participation is competitive. This variable was labelled ‘POLCOMP’.  

 

I proposed a final indicator for political pluralism: the Herfindhal Index of government and 

opposition, which is arguably a more objective statistical indicator. This index, published in 

the World Bank’s Database of Political Institutions, is a measure of political concentration 

(Beck et al. 2001). The Herfindahl Index is a measure of concentration, whereby a lower 

number indicates more fragmentation/deconcentration of the government and opposition’s 

share of parliamentary seats, while a higher number indicates less fragmentation and more 

concentration. This variable was labelled ‘POLINDEX’. 

 

Emanating from the literature review, the proposed conceptualisation of openness in the 

political system also encompassed the extent to which a government engages or consults its 

people in governance and policy. On this point, whilst some researchers have pointed out 

that direct democracy is indicant of a liberal democracy (e.g. Coulter 1975; Jackman 1973; 

Jackman 1975; Shachar & Nalebuff 1999; Smith 1969; Stack 1979); others have 

emphasised the defining characteristics of government accountability and transparency in 

assessing democracy (e.g. Bollen 1993; Campos & Nugent 1997; Helliwell & Huang 

2005). Bollen (1993) argued that democratic rule exists to the extent that the national 

government is accountable to the general population. The task of measuring government 

accountability and transparency can be difficult, but some authors have used corruption 

indicators as a proxy measure of good governance (Helliwell 2005; Mauro 1995; Mo 2001; 

Van Rijckeghem & Weder 1997).  
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Since this approach has been useful, I proposed that openness in the political system 

(governance and policy outcomes) could be measured by the extent of corruption in a 

country. Corruption is pertinent in this study because it is indicant of a government that 

compromised its accountability to the many in the interest of the few. Transparency 

International publishes a Corruptions Perceptions Index, which is calculated from a variety 

of surveys reporting the perception of business people and country analysts of the degree of 

public sector corruption for the country in which they operate. The Corruption Perceptions 

Index was used as an indicator in this study and the variable was labelled ‘TRANSP’. 

 

Since transparency in government also entailed the availability of information in the public 

domain (Banisar 2006), I proposed an additional measure of openness in governance and 

policy outcomes based on freedom of information. Using information publicly available 

from the Freedom of Information around the World website (Banisar 2006), I coded the 

data as a dummy variable to denote whether a country had statutory laws on the disclosure 

of government information (1 = yes, 0 = no). This variable was labelled ‘FREEINFO’. 

 

Popper also asserted that an open society is one that has diplomatic relations with other 

societies (Popper 1966). A country’s diplomatic relations can be enumerated in both its 

dyadic political ties with other individual countries, as well as its association with a group 

of countries in forming an inter-governmental alliance. In an investigation of the structure 

and culture of the global system, Wallace and Singer (1970) looked at the increase in the 

number of inter-governmental associations and its constituent members. On this basis, I 

proposed to measure the extent of a country’s diplomatic relations with the number of 
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memberships in inter-governmental associations. A tally of inter-governmental organisation 

memberships formed the ‘INTPART’ variable.  

 

The International Institute for Democracy and Electoral Assistance (2007) provided 

country-level statistics on voter turnout percentage. The IDEA website also provided 

information on referendums (International Institute for Democracy and Electoral Assistance 

2008). The two sub-indices of Political Pluralism and Participation and Associational 

Rights were obtained from the Freedom House website (Freedom House 2008). POLITY 

IV ratings were sourced online (Marshall and Jaggers 2007). The Herfindahl Index for 

political concentration was available from the World Bank’s Database of Political 

Institutions website (Beck et al. 2001). Transparency International’s Corruption Perception 

Index was obtained from its website (Transparency International 2007). Data on the 

Freedom of Information were sourced from the Freedom of Information around the World 

website (Banisar 2006). Information on membership of inter-governmental organizations is 

reported in the CIA World Factbook and was obtained from its website (Central 

Intelligence Agency 2008). Table 4 below summarises the indicators used for this 

dimension. 
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Table 4: Measurement Indicators for Political Openness 

Characteristic Indicator (+/-)* Variable Name Source 

Political 
participation 

Total number of votes in 
the most recent 
parliamentary election 
as a share of total 
number of registered 
voters (+) 

VOTE The International 
Institute for 
Democracy and 
Electoral Assistance 
2007 

Mandatory or optional 
referendums in 
constitution (+) 

REFER The International 
Institute for 
Democracy and 
Electoral Assistance 
2008 

Political pluralism 

Index of Political 
Pluralism and 
Participation (+) 

POLPLUR 
Freedom House 
Freedom in the 
World 2008 Index of Associational 

Rights (+) 
ASSRIGHT 

Competitiveness of 
Political Participation 
(+) 

POLCOMP Polity IV data 2007 

Herfindahl index of 
political concentration  
(-) 

POLINDEX World Bank 
Database of Political 
Institutions 2008 

Transparency and 
accountability 

Corruption Perceptions 
Index (+) 

TRANSP Transparency 
International 2008 

Freedom of information 
provision in constitution 
(+) 

FREEINFO Freedom of 
Information around 
the World 2006 

Diplomatic 
relations 

Number of inter-
governmental 
organisations of which 
the country is a member 
(+) 

INTPART CIA World Factbook 
2008 

* (+) indicates that the higher the indicator, the greater the extent of openness; (-) indicates that the lower 
the indicator, the greater the extent of openness. 
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The cultural system 

 

Many of the ideals of the Open Society – dynamism, aspiration, opportunity, and individual 

freedom – are best observable through the proposed conceptualisation of cultural openness 

in this study. Dimensions of this conceptualisation included gender roles, social hierarchy, 

cultural heterogeneity, as well as indoctrination and control. Gender equality is an 

important consideration in cultural openness because it reflects a society’s fundamental 

beliefs and values on equity and self-assertion (Mill [1869] 1970). The United Nations 

Development Programme publishes the Gender-related Development Index (GDI) which 

measures the extent to which women are given equal access to education and professional 

and political opportunities (United Nations Development Programme 2008). I proposed to 

measure cultural openness (gender roles) with this indicator. This variable was labelled 

‘GDI’.  

 

Past studies concerned with gender equality have also featured gender differential rates in 

education and labour participation as measurement indicators (Benavot 1989; Dollar & 

Gatti 1999; Lagerlof 2003); therefore, I proposed to measure gender equality with three 

additional indicators. These were the ratio of female to male enrolment in both primary and 

secondary education published by the UNESCO Institute for Statistics (UNESCO Institute 

for Statistics 2008) as well as, the ratio of female to male labour force participation rate 

published by the International Labour Organisation (International Labour Organisation 

2008a). The variables were labelled ‘GENPRIM’, ‘GENSEC’, and ‘GENEQUAL’, 

respectively. 
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Whilst I proposed that social hierarchy is a dimension of cultural openness, historical 

precedent of its measurement has been extremely sparse. Some researchers who examined 

the rigidity of social hierarchy have operationalised it predominantly as inter-generational 

mobility where upward and downward shifts in income or occupational class from father to 

son were either observed or surveyed (Chinoy 1955; Jackson & Crockett 1964; Lipset & 

Zetterberg 1959; Miller 1960). Other researchers made inferences about social hierarchy by 

surveying respondents on their beliefs about the requisites of socioeconomic advancement 

(Kinloch 1969; Turner 1960). Admittedly, Kinloch (1969) conceded that social mobility is 

a difficult concept to measure. Since then, studies offering expedient measures of social 

mobility have been sparse and were often confined to surveying individuals for their 

earnings and that of their fathers (see Solon 2002 for a list of such studies). In the context 

of the present study, there were neither any more practicable ways of measuring social 

mobility nor any published cross-country statistics or proxy indicators relating to it; 

therefore, I was not able to propose a measurement indicator for the social hierarchy aspect 

of cultural openness. 

 

Fortunately, with respect to cultural heterogeneity, there was precedent for its 

measurement. As mentioned in the previous chapter, a society that is open to cultural 

exchange acts as a confluence of several sub-cultures which is evident in its ethnic, 

linguistic, and religious composition (Parker 1997). Popper and Bergson envisioned the 

Open Society as one that is capable of critical dualism and cultural contact with other 

societies (Germino & Von Beyme 1974; Musgrove 1974). As an increasing number of 

migrants arrive and become assimilated, the culture of a society becomes more 

heterogeneous. Measures of ethnic, linguistic, and religious fractionalisation have been 
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used by several researchers as a measure of cultural heterogeneity (Alesina et al. 2003; 

Annett 2001; Clague, Gleason & Knack 2001; Fearon 2003; Mauro 1995a). The 

fractionalisation score is calculated by subtracting the Herfindahl index from one. The 

Herfindahl index measures the probability that two randomly selected people in a given 

country will not belong to the same group by summing the squared shares of population of 

all major groups (Alesina et al. 2003); thus, the higher the fractionalisation score, the more 

heterogeneous the country’s culture. I proposed that openness in the cultural system 

(cultural heterogeneity) could be measured with indicators of ethnic, linguistic, and 

religious fractionalisation. These three variables were labelled ‘ETHFRAC’, ‘LINCFRAC’ 

and ‘RELFRAC’, respectively.  

 

Popper (1966) proposed that the Open Society is capable of critical dualism, which is 

expressed through a freedom from religious dogma that both Marx ([1843] 1970) and 

Weber (1958a) advocated. Some researchers viewed secularism as a departure from 

religious dogma and as a characteristic of cultural openness and modernity (Granato, 

Inglehart & Leblang 1996; Inglehart & Baker 2000). On this basis, I proposed two 

measures of secularism at the country-level: the proportion of the population that is non-

religious and the proportion of the population that is atheist. This information was available 

from results of an extensive survey published by the World Christian Database (Zuckerman 

2005). The variable label for the former was ‘NONREL’ and the latter ‘ATHEIST’.  

 

In addition to subscription to religious faiths, I also proposed to measure secularism by 

assessing the separation of religion and the education system. The United States’ 

Department of State compiles country reports on whether religious education is part of the 
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curriculum in public schools. I surveyed those country reports and coded the data as a 

dummy variable to denote whether religious education was either mandatory or permissible 

as part of the curriculum of secular public schools (1 = yes, 0 = no). A more open cultural 

system is deemed to be one where there is a separation of religion and education. This 

categorical variable was labelled as ‘RELSCHOOL’. 

 

Openness in the cultural system was also characterised by the freedom of expression and 

freedom of the press, both of which were measured in the Freedom House’s Freedom of 

Expression and Beliefs and Press Freedom Index, respectively (Freedom House 2008). In 

past studies, Brunetti and Weder (2003) and Chowdhury (2004) used the Freedom House 

Press Freedom Index to measure freedom of the press. This index was based on country 

analyst ratings of the laws and regulations that could influence media content, the 

government’s inclination to use such laws and institutions to restrict freedom, the degree of 

political control over the content of news media, the structure of media ownership, and the 

financial sanctions imposed on media organisations. The mass media in each country was 

scored out of a total of 100 points, where the greatest extent of freedom, objectivity and 

independence was given a score of zero. I proposed to use this index to measure cultural 

openness (mass media). This variable was labelled ‘FREEPRESS’.  

 

I proposed to measure this dimension with an additional indicator, being the Freedom of 

Expression and Beliefs Index. This Freedom House index was generated from analysts’ 

ratings of countries on a checklist of questions pertaining to civil liberties such as the extent 

of freedom of expression, the extent of open and free private discussion, the extent of 

freedom of assembly, demonstration, and open public discussion, and the extent of freedom 
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for nongovernmental organisations including civic organisations and trade unions. Ratings 

ranged from zero to four (from least to most liberty) and the maximum score is 16. This 

variable was labelled ‘FREEXP’.  

 

Country-level scores for the GDI were available from the Human Development Reports 

website (United Nations Development Programme 2008). Primary and secondary school 

enrolment ratios were sourced from the UNESCO Institute for Statistics website (UNESCO 

Institute for Statistics 2008). Labour participation rates were obtained from the 

International Labour Organisation’s (ILO) Key Indicators of the Labour Market 5th Edition 

Statistics website (International Labour Organisation 2008a). Fractionalisation scores for 

ethnic, linguistic, and religious groupings were calculated from demographic information 

obtained from the 2001 Encyclopedia Britannica and the 2000 CIA World Factbook and 

presented in the Alesina et al. (2003) study’s dataset. Information on whether religious 

education is permissible as part of the public school curriculum was sourced from the 

United States Department of State’s most recent International Religious Freedom Report, 

available online (The Bureau of Democracy 2007). Country-level data on the proportion of 

the population that is non-religious or atheist were obtained from the Association of 

Religion Data Archives website, which presented data compiled by the World Christian 

Database (The Association of Religion Data Archives 2008a; 2008b). The sub-index of 

Freedom of Expression and Beliefs (Freedom House 2008) and Press Freedom Index 

(Freedom House 2007) were obtained from the Freedom House website. Table 5 below 

summarises the indicators used for this dimension. 
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Table 5: Measurement Indicators for Cultural Openness 

Characteristic Indicator (+/-)* Variable Name Source 

Gender roles 

Gender-related 
Development Index 
(+) 

GDIVALUE United Nations 
Development 
Programme 2008 

Female enrolment in 
primary school as a 
share of male 
enrolment (+) 

GENPRIM 

UNESCO Institute for 
Statistics 2008 Female enrolment in 

secondary school as a 
share of male 
enrolment (+) 

GENSEC 

Female labour 
participation rate as a 
share of male labour 
participation rate (+) 

GENEQUAL International Labour 
Organisation Key 
Indicators of the 
Labour Market 2008 

Social hierarchy Not Available 

Cultural diversity 

Herfindahl index for 
ethnic groups (+) 

ETHFRAC 
Encyclopedia 
Britannica 2004 and 
CIA World Factbook 
2000 

Herfindahl index for 
linguistic groups (+) 

LINCFRAC 

Herfindahl index for 
religious groups (+) 

RELFRAC 

Indoctrination and 
control (religion) 

Number of non-
religious types as a 
share of population 
(+) 

NONREL 

The Association of 
Religion Data Archives 
2008a,b Number of atheists as 

a share of population 
(+) 

ATHEIST 

Religious education 
permissible or 
prohibited in public 
school curriculum (+) 

RELSCHOOL United States 
Department of State 
International Religious 
Freedom Report 2008 

Indoctrination and 
control (mass 
media) 

Freedom of 
Expression and 
Beliefs Index (+) 

FREEEXP Freedom House 
Freedom in the World 
2008 

Press Freedom Index 
(-) 

FREEPRESS Freedom House 
Freedom of the Press 
2007 

* (+) indicates that the higher the indicator, the greater the extent of openness; (-) indicates that the lower 
the indicator, the greater the extent of openness. 
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The knowledge system 

 

The knowledge system comprises the body of public knowledge in a society, as well as, the 

individuals, groups and institutions that participate in the creation and diffusion of 

knowledge. Even though Batscha (1974) and Pecotich and Shultz (1998) listed several 

characteristics of a knowledge system, two areas were most pertinent to this study: 

scientific knowledge creation and scientific knowledge sharing. With regards to knowledge 

creation, there appeared to be little in the literature to guide its measurement; nonetheless, 

quantitative increases in scientific knowledge may be reflected in innovation and 

technological changes. Patent statistics have been used in previous studies as an indicator of 

innovation (Acs & Audretsch 1989) or technological change (Jaffe 1986; Jaffe 1989). Since 

patent data from the United States Patents and Trademark Office is the most reliable and 

readily-available proxy indicator at the country level, I proposed to use it as a measure of 

scientific knowledge creation. The indicator concerned is the number of utility patents 

granted by the United States Patent and Trademark Office for the year 2007 (labelled 

‘PATENTS).  

 

Scientific inquiry is facilitated by the exchange of information and dissemination of 

knowledge. Batscha’s (1974) operationalisation of knowledge sharing involved three 

dimensions; one of which is the publication of scientific and technical articles. I proposed 

to use two indicators to measure knowledge sharing: the number of published Science and 

Engineering articles originating from a particular country and the number of Science and 

Engineering articles that were internationally co-authored (at least one author in the article 

from another country). These indicators measure the extent that scientists in a particular 
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country collaborate and share scientific knowledge with the public, including their 

counterparts from other countries. The former was labelled ‘PUBLISH’ and the latter 

‘COAUTHOR’. 

 

Country-level data for utility patents (the official definition for any useful invention) 

granted were available from the United States Patent and Trademark Office website (United 

States Patent and Trademark Office 2008). Data on the number of published Science and 

Engineering articles and the number of internationally co-authored Science and 

Engineering articles were sourced from the United States’ National Science Foundation 

(NSF) Science and Engineering Indicators 2008 website (National Science Foundation 

2008). Table 6 below summarises the indicators used for this dimension. 

 
Table 6: Measurement Indicators for Knowledge Openness 

 
Characteristic Indicator (+/-)* Variable Name Source 

Knowledge 
creation 

Number of utility 
patents granted in 2008 
(+) 

PATENTS United States Patent 
and Trademark Office 
2008 

Knowledge 
sharing 

Number of published 
Science and 
Engineering articles 
(+) 

PUBLISH 

United States 
National Science 
Foundation Science 
and Engineering 
Indicators 2008 

Number of published 
Science and 
Engineering articles 
that are internationally 
co-authored (+) 

COAUTHOR 

* (+) indicates that the higher the indicator, the greater the extent of openness; (-) indicates that the lower 
the indicator, the greater the extent of openness. 
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The marketing system 

 

A marketing system can be assessed for openness in both its distribution and 

communications infrastructure; yet, a review of the literature suggested that such measures 

have not been well-developed. The first set of measurement indicators I proposed related to 

the extent of development of a transportation infrastructure on the basis that a well-

developed infrastructure can facilitate an open flow of goods to consumers. There were 

three proposed indicators relating to transportation infrastructure: (1) total length of paved 

and unpaved roadway per thousand inhabitants (labelled ‘ROADWAY’), (2) total length of 

railway per thousand inhabitants (RAILWAY), and (3) total number of airports with paved 

and unpaved runways per million inhabitants (AIRPORT). 

 

Similarly in the second set of proposed indicators, a well-developed communications 

infrastructure can facilitate an open flow of information between market participants. I 

proposed five indicators relating to the communications infrastructure: (1) total number of 

fixed and mobile phone subscriptions per hundred inhabitants (labelled ‘PHONE’), (2) total 

number of internet subscriptions per hundred inhabitants (INTERNET), (3) total number of 

AM and FM radio stations per million inhabitants (RADIO), (4) total number of TV 

stations per million inhabitants (TV), and (5) total number of daily newspapers per million 

inhabitants (NEWSPPR). 

 

The competency of marketing intermediaries to transport goods and information through 

the distribution infrastructure was another important consideration for the development of a 

marketing system. Thorelli and Sentell (1982) observed that developed countries have more 
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open markets that often feature efficient distribution channels with well-developed 

middlemen roles and greater access to the social and economic infrastructure. To measure 

the development and competence of marketing intermediaries, I proposed the use of five 

indicators. The first indicator, which assesses the development of marketing intermediaries, 

is the size of the labour force employed in transportation, storage, and communication 

sectors as a ratio of the total labour force. This variable was labelled ‘MKTGWORK’.  

 

To measure the competence of marketing intermediaries, I proposed to utilise four 

indicators from the Logistic Performance Index (LPI) published by the World Bank. The 

LPI is a weighted-average country score comprising of analyst ratings of the capacity, 

efficiency, and competency of its logistic system. These indicators were (1) overall LPI 

score (labelled ‘LPI’), (2) quality of infrastructure (INFRASTRUCT), (3) competence of 

private and public logistic providers (LOGCOMPET), and (4) domestic logistics cost 

(DOMLGCOR). Each indicator of the LPI comprised ratings (‘1’ on the low-end and ‘5’ on 

the high-end) obtained from a worldwide survey of companies responsible for moving 

goods and facilitating trade around the world such as freight forwarders. 

 

Statistical indicators for the transportation infrastructure were obtained from the CIA World 

Factbook 2008 website (Central Intelligence Agency 2008), and then divided by the 

reported population figures for that country. Statistics for phone subscriptions and internet 

users were obtained in its current form from the World Bank’s World Development 

Indicators website based on data provided by the International Telecommunications Union 

(The World Bank 2008a). The indicators for radio and television stations were generated by 

taking the number of radio and television stations and dividing it by the country’s 
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population, both of which were sourced from the CIA World Factbook 2008 website 

(Central Intelligence Agency 2008). Data on newspapers were obtained from the UNESCO 

Institute for Statistics (United Nations Educational Scientific and Cultural Organization 

2007). Marketing labour force statistics were obtained from the ILO website (International 

Labour Organisation 2008b). Logistic Performance Index scores were obtained from the 

World Bank’s Trade Logistics and Facilitation report (The World Bank 2007b). Table 7 

below summarises the indicators used for this dimension. 
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Table 7: Measurement Indicators for Marketing Openness 
Characteristic Indicator (+/-)* Variable Name Source 

Transportation 
infrastructure 

Total length of paved 
and unpaved roadway 
per thousand inhabitants 
(+) 

ROADWAY 

CIA World Factbook 
2008 

Total length of railway 
per thousand inhabitants 
(+) 

RAILWAY 

Total number of airports 
with paved and unpaved 
runways per million 
inhabitants (+) 

AIRPORT 

Communication 
infrastructure 

Total number of fixed 
and mobile phone 
subscriptions per 
hundred inhabitants (+) 

PHONE 

World Bank 
Development 
Indicators 2008 Total number of internet 

subscriptions per 
hundred inhabitants (+) 

INTERNET 

Total number of AM and 
FM radio stations per 
million inhabitants (+) 

RADIO 

CIA World Factbook 
2008 Total number of TV 

stations per million 
inhabitants (+) 

TV 

Total number of daily 
newspapers per million 
inhabitants (+) 

NEWSPPR 
UNESCO Institute for 
Statistics 2008 

Development 
and competence 
of marketing 
intermediaries 

Labour force of 
transportation, storage, 
and communication 
sectors as a share of total 
labour force (+) 

MKTGWORK 

International Labour 
Organisation 2008 

Logistics Performance 
Index (+) 

LPI 

World Bank Trade 
Logistics and 
Facilitation Report 
2007 

LPI - Quality of 
infrastructure (+) 

INFRASTRUCT 

LPI – Competence of 
private and public 
logistic providers (+) 

LOGCOMPET 

LPI – Domestic logistics 
cost (+) 

DOMLGCOR 

* (+) indicates that the higher the indicator, the greater the extent of openness; (-) indicates that the lower 
the indicator, the greater the extent of openness. 
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Measuring Dependency 

 

Empirical studies on the dependency theory have been scarce; moreover, there is no 

universally accepted measurement of dependency among such studies. One approach is to 

classify countries into core and non-core types (Chase-Dunn, Kawano & Brewer 2000; 

Kick et al. 2000; Snyder & Kick 1979) and transform it into a categorical variable for 

dependency. In the present study, the first proposed indicator of dependency was indeed 

such a classification of core, semi-periphery, and periphery countries proposed by Chase-

Dunn et al. (2000). Chase-Dunn and his colleagues adopted a similar methodology to 

Snyder and Kick (1979), who classified countries by examining trade flows, military 

interventions, diplomatic exchanges, and conjoint treaty memberships; thus, the Chase-

Dunn et al. (2000) classification was the most updated version. In this variable, which was 

labelled ‘DEPENDENCE’, core countries were given the value of 1, semi-periphery 2, and 

periphery 3; therefore, a higher number denoted a greater dependency. 

 

Another approach is to employ statistics on foreign aid received as a measure of 

dependency. Chase-Dunn’s (1975) and Rubinson’s (1976) conceptualisation of dependence 

included a country’s dependence on foreign aid; while Svensson (2000a; 2000b) suggested 

that foreign aid fuelled dependency. Accordingly, I proposed to measure dependency 

through foreign aid. To generate an indicator of foreign aid per capita, statistics on the total 

official development assistance and official aid (in US$) for each country were obtained 

and calculated on a per capita basis. The variable was labelled ‘AIDPERCAP’. 
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Since both Snyder and Kick (1979) and Chase-Dunn et al. (2000) reasoned that some 

countries would systemically have smaller shares of world trade and suffer deterioration of 

trade terms because they are ‘locked’ into the world system as periphery countries; I 

proposed two additional indicators to reflect the trade aspect of dependency. The first 

indicator was the share of world trade that is the sum of exports and imports in goods and 

services for 2007 (in current US$) as a percentage of total value of world trade. This 

variable was labelled ‘TRADESHARE’. The second indicator was terms of trade, which is 

represented as a ratio of the export price index to the import price index measured relative 

to the base year of 2000. Any value above 100 meant that the price of exports in the years 

2004-2005 had risen relative to the price of imports; thus, also indicating that the relative 

trade position of a country had strengthened. This variable was labelled ‘TRADETERM’. 

With both indicators, a smaller number indicated greater dependency. 

 

The classification of core, semi-core, and periphery countries were obtained from Chase-

Dunn et al.’s (2000) article. Data for aid per capita pertaining to the year 2006 were 

obtained from the World Bank’s Millennium Development Goals Indicators website 

(United Nations 2008). The share of world trade data were obtained from the World Bank’s 

World Trade Indicators Report 2008 and country briefs and Trade-at-a-Glance tables which 

was available online (The World Bank 2008b). The terms of trade data were obtained from 

the Human Development Report 2007/2008, which is calculated based on trade data 

published in the World Development Indicators 2007 report (United Nations Development 

Programme 2008). Table 8 below summarises the indicators used for this dimension. 
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Table 8: Measurement Indicators for Dependency 

Characteristic Indicator (+/-)* Variable Name Source 

Dependency 

Classification of core, 
semi-core, and 
periphery countries (+) 

DEPENDENCE Chase-Dunn et al. 
(2000) 

Aid received per capita 
(+) 

AIDPERCAP World Bank 
Millennium 
Development Goals 
2008 

Share of world trade (-) TRSH World Bank Trade 
Indicators Report 
2008 

Terms of trade (-) TRADETERM United Nations 
Human Development 
Report 2007/2008 

* (+) indicates that the higher the indicator, the greater the extent of dependency; (-) indicates that the 
lower the indicator, the greater the extent of dependency. 
 
 

Measuring Equality 

 

The most common operationalisation of equality in empirical studies has been economic or 

income inequality, which in turn, is measured most frequently with the Gini coefficient 

(Alesina and La Ferrara 2002; Anderson 2005; Barro 2000). Given the constraints of 

operationalisation and data availability, the Gini coefficient appeared to be the most 

suitable indicator of equality. The Gini coefficient is calculated by applying different 

weights to share of income of each quintile of the population, so that a value of 0 represents 

absolute equality while a value of 100 absolute inequality. I proposed to measure equality 

with the Gini coefficient, where a lower number indicated greater equality. This variable 

was labelled ‘EQUALITY’. Two additional indicators were added to measure equality: the 

ratio of income or expenditure share of the richest 10% to that of the poorest 10% (labelled 

‘RICHPOOR10’) and the ratio of income or expenditure share of the richest 20% to that of 

the poorest 20% (labelled ‘RICHPOOR20’). For all three indicators, a lower value 
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indicated a greater equality in the distribution of income. Data for these three indicators 

were obtained from the World Development Indicators 2007 website (The World Bank 

2007a). Table 9 below summarises the indicators used for this dimension. 

 
Table 9: Measurement Indicators for Equality 

Characteristic Indicator (+/-)* Variable Name Source 

Equality 

Gini coefficient (-) EQUALITY 

World Development 
Indicators 2007 

Ratio of richest 10% 
to poorest 10% (-) 

RICHPOOR10 

Ratio of richest 20% 
to poorest 20% (-) 

RICHPOOR20 

* (-) indicates that the lower the indicator, the greater the extent of equality. 
 
 

Measuring Trust 

 

Both the literature on trust and social capital offered some guidance for the measurement of 

trust; however, there is no consensus on its measurement. After reviewing the literature, it 

appeared that there were two common operationalisations for trust. The first is reflected in 

the level of interpersonal trust in a society, measurements of which were obtained from 

responses to survey questions about how much individuals trusted one another or how 

much they trusted institutions (Alesina and La Ferrara 2000; Brehm and Rahn 1997; Knack 

and Keefer 1997). The second approach is to operationalise trust through volunteerism, 

measurements of which were obtained from statistical data on the number of volunteer 

engagements and volunteer hours (Brehm & Rahn 1997; Knack & Zak 2002; Putnam 

2000). For this study, both measurements were not ideal because there was a lack of 

country-level data; nonetheless, the latter was preferred because there were some multi-

country data available for volunteerism.  
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The United Nations published the number of national United Nation Volunteers serving 

within that country, as well as the number of national United Nation Volunteers serving 

abroad (United Nations Volunteers 2006). The data were available for over 180 countries. 

In addition, the World Health Organisation recorded the number of voluntary blood donors 

in the Global Database on Blood Safety Report (World Health Organisation 2002). Since 

such accounts of volunteerism on a global basis were rare, I proposed that trust could be 

measured with these three indicators. The first two indicators were straightforward as the 

number of national UN volunteers serving locally and the number of national UN 

volunteers serving abroad, which were labelled ‘VOLUNR1’ and ‘VOLUNR2’, 

respectively. As for the third indicator, data obtained from the WHO Blood Safety Report 

were used to generate a categorical variable where countries were assigned a specific code 

depending on the percentage of blood donors who were volunteers and not renumerated 

(‘0’ for 0-25%, ‘1’ for 26-50%, ‘2’ for 51-75%, and ‘3’ for 76-100%). This variable was 

labelled ‘BLOODDONOR’. For all three indicators, a higher value denoted a greater level 

of trust in that country. 

 

In an attempt to measure the level of interpersonal trust mentioned earlier, I proposed the 

use of a proxy variable, being prison population rates. Fukuyama (1995) postulated that 

public and private expenditures on security, law and order, as well as rates of imprisonment 

reflected the level of trust in a community. Roth (2009) also noted that increasing rates of 

homicide and imprisonment were indicant of declining levels of trust that individuals had 

for the government and each another. On this basis, I proposed that the prison population 

rate, which is expressed in terms of number of prisoners for every 100,000 inhabitants, 
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could be used to measure trust in a society. This variable was labelled ‘PRISON’. A lower 

value indicated less trust in that country. 

 

Data for the number of national UN Volunteers who are either serving at home or abroad 

were obtained from the United Nations Volunteer Statistics Worldwide 2006 report, 

available online (United Nations Volunteers 2006). Categorical data on the voluntary blood 

donation in different countries were available in the Global Database on Blood Safety 

report published by the World Health Organisation (World Health Organisation 2002). 

Prison population data were obtained from the International Centre for Prison Studies 

which publishes the World Prison Brief online (International Centre for Prison Studies 

2008). Table 10 below summarises the indicators used for this dimension.  

 
Table 10: Measurement Indicators for Trust 

Characteristic Indicator (+/-)* Variable Name Source 

Trust 

Number of national 
UN Volunteers serving 
at home (+) 

VOLUNR1 Global Database on 
Blood Safety Report 
2002 

Number of national 
UN Volunteers serving 
abroad (+) 

VOLUNR2 

United Nations 
Volunteer Statistics 
Worldwide 2006 Percentage of blood 

donors who do so 
voluntarily (+) 

BLOODDONOR 

Prison population rates 
(-) 

PRISON World Prison Brief 
2008 

* (+) indicates that the higher the indicator, the greater the extent of trust; (-) indicates that the lower the 
indicator, the greater the extent of trust. 
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Measuring Societal Welfare 

 

The concept of societal welfare is general; thus, it has received a wide variety of 

methodological treatments. A common operationalisation of societal welfare is economic 

wellbeing, characterised by economic growth and GDP (or national income) per capita 

(Barro 1997; Knack & Keefer 1997; Zak & Knack 2001). The approach of using economic 

indicators exclusively as a measure of societal welfare has come under criticism because 

many researchers argue that economic well-being alone does not fully portray how well-off 

a society is; hence, several alternative operationalisations have been offered for wellbeing 

dimensions such as subjective well-being (Ahuvia & Friedman 1998; Diener, Diener & 

Diener 1995), quality-of-life (Lui 1976; Sirgy, Samli & Meadow 1982), happiness 

(Veenhoven 2005), and life satisfaction (Lee et al. 2002; Leelakulthanit, Day & Walters 

1991). The two dimensions of societal welfare of interest to this study are civil order and 

happiness. 

 

There were several indicators of civil order, for which country-level data were readily 

available. To measure civil order, I proposed five statistical indicators, some of which have 

been used previously by researchers investigating civil disorder and conflict (Gissinger & 

Gleditsch 1999; Parvin 1973). These indicators are: (1) mortality rates per 100,000 

inhabitants caused by violent injury (labelled ‘VIOLENCE’), (2) disability-adjusted life 

years lost to violence (DVIOLENCE), (3) disability-adjusted life years lost to war 

(DWAR), (4) life expectancy (LIFEEXP), and (5) mortality rates (MORTALITY). Life 

expectancy measures the average lifespan in years of a country’s population, while 
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mortality rates measures the probability of dying between 15 to 60 years per 1000 

inhabitants.  

 

I also proposed a sixth indicator: the number of refugees originating from the country 

(REFUGEES). The number of refugees is indicant of the deterioration of the human 

condition, of which civil disorder, war and violence could be causes. Statistical data 

relating to refugees are reflected in the total number of persons originating from a country 

recognised by the United Nations High Commissioner for Refugees as refugees under the 

1951 UN Convention.  

 

Country-level, objective indicators of happiness were harder to come by. Most measures of 

happiness relied on survey data soliciting attitudinal information from respondents (e.g. 

Alesina, Di Tella & MacCulloch 2004; Frey & Stutzer 2000; Veenhoven 2005); thus, it 

lacked comparability and objectivity. In addition, only a small number of countries were 

covered in those surveys. As Landman (2006) foreshadowed, it is also preferable to avoid 

generalising country-level findings from individual-level data. In light of these constraints, 

I proposed to operationalise happiness (or the lack of it) by measuring social problems or 

discontentment in society. Discontentment with the way of life in a particular society may 

manifest in self-destructive phenomena, such as depression and suicide (Durkheim [1897] 

2002; Oswald 1997). Past research has also suggested that substance addiction would also 

be indicative of the level of discontent within some segments of the populace (Breznitz 

1983; Diener, Oishi & Lucas 2003; Durkheim [1897] 2002; Oswald 1997; Veenhoven 

1993). 
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Country-level data for these variables were more readily available; therefore, I proposed 

that societal welfare (happiness) could be measured with five indicators relating to 

discontentment or social problems. They are (1) the number of suicide attempts (labelled 

‘SUICIDE’), (2) disability-adjusted life years lost to suicide attempts (DSUICIDE), (3) 

disability-adjusted life years lost to depression (DDEPRESSION), (4) disability-adjusted 

life years lost to alcohol addiction (DALCOHOL), and (5) disability-adjusted life years lost 

to drug addiction (DDRUG). For all five indicators, a lower value indicated greater societal 

welfare (or less discontentment). 

 

The World Health Organisation published the most recent life expectancy statistics, which 

were obtained from its online database (World Health Organisation 2008b). Refugee 

statistics were obtained from the UNHCR Statistical Online Population Database (United 

Nations High Commissioner for Refugees 2008). Mortality statistics and data relating to the 

casualties of violence, war, suicide, depression, alcohol and drug addiction were obtained 

from the Burden of Disease website (World Health Organisation 2008a). Table 11 below 

summarises the indicators used for this dimension. 
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Table 11: Measurement Indicators for Societal Welfare 
Characteristic Indicator Variable Name Source 

Societal welfare 

Life expectancy (+) LIFEEXP World Health 
Organisation 2008 

Mortality rates (-) MORTALITY 

World Health 
Organisation’s Global 
Burden of Disease 
2008 

Mortality rates due to 
interpersonal violence 
(-) 

VIOLENCE 

Disability life-years 
lost to interpersonal 
violence (-) 

DVIOLENCE 

Disability life-years 
lost to war (-) 

DWAR 

Number of suicide 
attempts (-) 

SUICIDE 

Disability life-years 
lost to suicide (-) 

DSUICIDE 

Disability life-years 
lost to depression (-) 

DDEPRESSION 

Disability life-years 
lost to alcohol 
addiction (-) 

DALCOHOL 

Disability life-years 
lost to drug addiction 
(-) 

DDRUG 

Number of refugees 
originating from a 
country (-) 

REFUGEES United Nations High 
Commissioner for 
Refugees 2008 

* (+) indicates that the higher the indicator, the greater the societal welfare; (-) indicates that the lower the 
indicator, the greater the societal welfare. 
 
 
Data for all the proposed measurement indicators were collected and prepared for analysis. 

Having done so, this fulfils the second research objective, which is to propose a 

measurement model. The third research objective, which relates to evaluating both the 

measurement model and conceptual model, will be dealt with in the following chapter. 
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Chapter 4: Data Analysis 

 

In this chapter, I will discuss my attempt to address the third research objective, which is to 

test both the measurement model and conceptual model. I begin this chapter with a 

discussion of the procedure for data preparation, as well as issues relating to sample size 

and missing values. This chapter also details procedures for estimation of missing values 

and data transformation, prior to preliminary data analysis. The outcome of preliminary 

data analysis will be reported, followed by a discussion of the procedure for analysing the 

proposed measures and conceptual model using Partial Least Squares path modelling. This 

chapter concludes with the results from testing the measurement model and conceptual 

(structural) model, as well as a summary of hypothesis testing. 

 

Data Preparation 

 

Jacob (1984) recommended a thorough evaluation of all aspects of published secondary 

data. This evaluation process entails the checking of inappropriate or errors in 

transformation (particularly ratio indicators such as per capita statistics), clerical or data 

entry errors and corrections and updates made by the collection agency, and consistency of 

time periods. Each variable was checked for data entry errors and any errors were 

corrected. The data file was also checked for missing values. 
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Sample size 

 

There are 260 sovereign states, territories, and dependencies in the world. The United 

Nations recognises 192 sovereign states as members and excludes Taiwan from this list. 

There are an additional 68 territories and dependencies that are not recognised as sovereign 

states by the United Nations; nonetheless, the Central Intelligence Agency lists these states 

in its World Factbook (including Taiwan). The majority of data sources published statistics 

on sovereign states only but Hong Kong and Taiwan were also often included in the 

population. Data for the other 66 territories and dependencies were extremely limited; thus, 

the largest sample size practicable is 194. Even so, data were not available for all 194 

countries for several variables and the issue of missing values needed to be addressed. 

 

Missing values 

 

Methodological and technical notes that accompanied the statistics used in this study were 

closely examined to determine the reason for values missing. In this dataset, values were 

missing for one of two reasons. Firstly, data were not available in some countries because 

the statistical indicator did not apply to them. For example, voter turnout (for parliamentary 

elections) statistics were not applicable to Brunei Darussalam and Libyan Arab Jamahiriya 

(Libya) because these countries do not hold parliamentary elections. Similarly, Eritrea does 

not have the practice of licensing; therefore, the number of procedures and cost involved in 

applying for a building permit were irrelevant. Values in these circumstances were coded 

‘0’.  
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The second primary source of missing values was exclusion from statistical surveys. For 

example, data on the number of documents required to export a container of goods were not 

available for Cyprus and Monaco because the World Bank did not include these countries 

in its survey of analysts and experts. In such cases, none of the methodological and 

technical notes indicated whether these countries were excluded because it was simply 

outside the scope of the study or if their governments did not report the statistics concerned.  

 

In two instances, missing values were estimated on the basis of the researcher’s judgment 

and knowledge of specific countries. The first instance is the ‘DEPENDENCE’ variable, 

for which the Chase-Dunn et al. (2000) classification of core, semi-periphery, and 

periphery countries did not have ratings for 39 countries. Since all 39 countries are 

underdeveloped countries and the author gave it a rating of ‘3’ to denote periphery states in 

the world system. In the second instance, the variable ‘POLCOMP’, for which there were 

no analyst ratings given to 27 countries in the POLITY IV data (Marshall & Jaggers 2005). 

The political profile of these countries were checked against sources from the CIA World 

Factbook 2008 (Central Intelligence Agency 2008) for validity and the ratings were 

assigned accordingly. In an attempt to replace missing values in other variables, statistics 

from other sources were sought; however, no replacements were found or made. 

 

An inspection of the pattern of missing values revealed that the majority of the 78 variables 

proposed in this study had less than 10% of its values missing. It also showed that seven 

countries had missing data for more than 30 of the 78 variables used in this study. Since six 

of these countries – Andorra, Liechtenstein, Monaco, Nauru, San Marino, and Tuvalu – 

were often excluded from statistical surveys; they were dropped from the sample on the 
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basis that they are either city-states or small principalities whose size or significance did not 

warrant statistical coverage. The seventh country, Democratic People’s Republic of Korea, 

was retained on the basis that it is covered in statistical surveys but often the data for it are 

not reported or unavailable. This treatment reduced the sample size to 188 countries from 

194. Preliminary data analysis was subsequently undertaken with this sample of 188 

countries. The database is available upon request. 

 

Preliminary Data Analysis 

 

Exploratory data analysis is necessary to understand the nature of the data of each variable 

(Hartwig & Dearing 1979; Tabachnik & Fidell 1996; Tukey 1969). It is also conducted to 

ensure that the statistical assumptions of normality were not seriously violated. Descriptive 

statistics, histograms and P-P plots were generated for each variable to assess data 

normality, as well as the possibility of outliers.  

 

Potential outliers for several variables that are highly skewed were inspected. There was no 

obvious or recurrent explanation for outliers because they were rarely the same countries in 

each variable. Further examination suggested that the data points were valid observations 

and could not be excluded from the analysis. For data that are not normally distributed, 

Hartwig and Dearing (1979) recommended several methods of data transformation, 

including a re-expression of the variable scale by an arithmetic function.  
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Data transformation 

 

As recommended by Tabachnik and Fidell (1996), variables for which skewness or kurtosis 

values exceeded the guidelines of  +/-6.0 were flagged for log-linear transformation. This 

transformation changes the relative distance between data points but maintains the order of 

the points. Log-linear transformation also minimises the effect of outliers in the data. Prior 

to transformation, zero values in these variables were recoded to the smallest possible 

positive number (e.g. 1.0e-1) so that the transformation does not result in an invalid value. 

Nineteen variables were flagged under this skewness/kurtosis criterion and were 

subsequently transformed by obtaining the natural log of the values. After transformation, 

descriptive statistics, histograms and P-P plots were generated again to re-assess for 

normality. Results indicated that the transformed data possessed normal properties. Each 

transformed variable was then labelled with a ‘LN’ prefix to the original variable name 

(e.g. the transformed EXPTIME variable is now LNEXPTIME).  

 

Some indicators (refer to Tables 2 through 11 for negatively-signed indicators) had to be 

reverse-coded to maintain uniformity in the direction of scale. In this procedure, these 

variables were multiplied by -1. Each reverse-coded variable was labelled with an ‘R’ 

prefix to the variable name (e.g. the reverse-coded EXPDOC variable is now REXPDOC, 

the reverse-coded LNEXPTIME is now RLNEXPTIME). 
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Estimation of missing values 

 

Several researchers have outlined the different procedures and treatments for missing 

values which were considered in this study (Graham 2009; Little & Rubin 2002; 

Marcantonio & Pechnyo 2004). Graham (2009) suggested that the choice of treatment is no 

longer inconsequential if the proportion of missing data is greater than 5%, which was the 

case for most variables in the dataset of the present study. Listwise and pairwise deletion 

methods were considered not viable because of the large number of variables used in a 

small sample. Other common procedures such as unconditional mean imputation were also 

considered unsuitable because it would likely result in biased estimators for larger 

proportions of missing data (Little & Rubin 2002).  

 

Following Little and Rubin’s (2002) recommendation of using a modelling technique to 

estimate missing values, the expectation-maximisation (EM) algorithm was employed to 

estimate the missing values. The procedures outlined by Marcantonio and Pechnyo (2004) 

were referred to when estimating the missing values using the SYSTAT Statistical and 

Graphical software (SPSS 1998). To assess the impact of this estimation, the mean and 

standard deviation of each variable were generated for both the data with missing values 

and the estimated EM values. A comparison of both datasets indicated that the estimated 

EM values did not differ greatly to the data with missing values (refer to Table 13); 

therefore, the effect of estimated missing values was not likely to confound the results. 
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Preliminary reliability test 

 

The body of knowledge on openness and the role it plays in societal welfare has been 

sparse; thus, the data analysis process related to this subject can be iterative because the 

existing literature has provided little guidance or precedent for the measurement of 

constructs examined in the study. As foreshadowed in the previous chapter, a multi-

country, cross-section study that attempts to construct an explanation requires the use of 

multiple indicators (Landman 2006). For this reason, I elected to use as many relevant 

statistical indicators as possible to avoid the problem of indeterminate solutions for a 

limited sample.  

 

As recommended by several researchers (e.g. Hartwig & Dearing 1979; Tukey 1969), 

correlation matrices and scatterplots were generated for each of the proposed measurement 

indicators. Exploratory factor analysis was conducted for each block of items, the results of 

which was used to assess whether each construct was unidimensional and the items were in 

the same direction. Scale reliability was also assessed by generating Cronbach’s alpha for 

each block of variables. This preliminary data analysis enabled me to identify indicators 

that did not meet the appropriate psychometric and statistical properties or contribute to the 

reliability and validity of the construct. These items were dropped and thus excluded from 

subsequent analysis.  

 

The items that were dropped from the list of proposed measures include: 

• External economic openness – FDI inflow as a share of Gross Capital Formation 

(FDIINFLOW), 
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• External economic openness – FDI outflow as a share of Gross Capital Formation 

(FDIOUTFLOW), 

• Internal economic openness – Government expenditure as a share of Gross 

Domestic Product (GOVCONS), 

• Political openness – Total number of votes in the most recent parliamentary election 

as a share of total number of registered voters (VOTE), 

• Political openness – Mandatory or optional referendums in constitution (REFER), 

• Political openness – Herfindahl index of political concentration (POLINDEX), 

• Cultural openness – Herfindahl index of religious groups (RELFRAC), 

• Marketing openness – Total number of airports with paved and unpaved runways 

per million in habitants (AIRPORT), 

• Marketing openness – Total number of TV stations per million inhabitants (TV), 

• Dependency – Terms of trade (TRADETERM), 

• Trust – Percentage of blood donors who do so voluntarily (BLOODDONOR), and 

• Societal welfare – Disability life-years lost to drug addiction (DDRUG). 

 

Sixty-one items remained in the list of proposed indicators, 23 of which had more than 5% 

of the sample missing. As mentioned earlier, the preliminary data analysis procedure 

entailed the estimation of missing values and/or data transformation, where necessary. 

Missing values were estimated using the EM algorithm method and the post-estimation 

mean and standard deviation values did not differ greatly from the original values. The 

original (pre-transformed) mean and standard deviation values for each indicator are listed 

in Table 12 below. Variables for which skewness or kurtosis values exceeded the 

recommended threshold of +/-6.0 (Tabachnik & Fidell 1996) were transformed into log-
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linear form. Descriptive statistics, histograms and P-P plots indicated that the transformed 

data were normal. The label prefix of ‘R’ indicates that the variable had to be reverse-

coded, while transformed variables possess the label prefix of ‘LN’. The label prefix of 

‘RLN’ denotes that the variable had first undergone transformation before reverse-coding. 

The indicators listed in Table 12 below were those proposed for the measurement model. 

The measurement model was assessed for its psychometric properties. The procedure for 

data analysis and its results are discussed in the following section.
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Table 12: Measurement Indicators for Subsequent Analysis (n=188) 

Construct Indicator Variable Name Number 
missing 
values 
(%) 

Mean EM-Mean SD EM-SD 

External 
economic 
openness 

Number of documents required to export container of dry-cargo1 REXPDOC 9 (<5%) 6.90 6.89 2.13 2.13 
Number of documents required to import container of dry-cargo1 RIMPDOC 9 (<5%) 7.70 7.69 2.39 2.38 
Number of days required to export container of dry-cargo (exporter to ship)1,2 RLNEXPTIME 9 (<5%) 25.75 25.70 16.50 16.46 
Number of days required to export container of dry-cargo (importer to ship)1,2 RLNIMPTIME 9 (<5%) 29.17 29.09 19.53 19.48 
Percentage of MFN tariffs1 RTARIFF 10 (>5%) 9.78 9.78 5.62 5.61 
Total value of imports and exports per capita2 LNTRADECAP 13 (7%) 13416 14379 30226 32276 
Total value of imports and exports as a share of GDP2 LNTRADEGDP 14 (7%) 100.15 103.35 58.95 67.66 

Internal 
economic 
openness 

Number of procedures required to establish a business1 RSTARTPROC 9 (<5%) 9.09 9.09 3.37 3.37 
Cost required to establish a business as a share of income per capita1,2 RLNSTARTCOST 9 (<5%) 62.24 62.26 119.25 119.25 
Number of procedures required to construct a warehouse1,2 RLNLICENPROC 9 (<5%) 18.41 18.41 7.27 7.27 
Cost required to construct a warehouse as a share of income per capita1,2 RLNLICENCOST 9 (<5%) 1061.49 1059.54 5263.15 5263.16 

Political 
openness 

Index of Political Pluralism and Participation POLPLUR 0 (0%) 10.09 N/A 5.15 N/A 
Index of Associational Rights ASSRIGHT 0 (0%) 7.89 N/A 3.76 N/A 
Competitiveness of Political Participation POLCOMP 0 (0%) 3.54 N/A 1.42 N/A 
Corruption Perceptions Index TRANSP 9 (<5%) 3.98 3.96 2.09 2.09 
Freedom of information provision in constitution FREEINFO 0 (0%) 03 N/A N/A N/A 
Number of inter-governmental organisations of which the country is a member INTPART 0 (0%) 474 N/A N/A N/A 

Cultural 
openness 

Gender-related Development Index GDIVALUE 26 (14%) 0.71 0.72 0.18 0.18 
Female enrolment in primary school as a share of male enrolment GENPRIM 11 (6%) 0.95 0.95 0.08 0.08 
Female enrolment in secondary school as a share of male enrolment GENSEC 14 (7%) 0.95 0.95 0.17 0.17 
Herfindahl index for ethnic groups ETHFRAC 6 (3%) 0.44 0.44 0.26 0.26 
Herfindahl index for linguistic groups LINCFRAC 12 (6%) 0.39 0.39 0.28 0.28 
Religious education permissible or prohibited in public school curriculum RELSCHOOL 0 (0%) 13 N/A N/A N/A 
Number of non-religious types as a share of population NONREL 17 (9%) 0.05 0.05 0.08 0.08 
Number of atheists as a share of population ATHEIST 17 (9%) 0.01 0.01 0.02 0.02 
Freedom of Expression and Beliefs Index FREEEXP 0 (0%) 46.18 N/A 24.33 N/A 
Press Freedom Index1 RFREEPRESS 0 (0%) 11.50 N/A 4.31 N/A 

Knowledge 
openness 

Number of utility patents granted in 20082 LNPATENTS 0 (0%) 810.73 N/A 6238.49 N/A 
Number of published Science and Engineering articles2 LNPUBLISH 5 (3%) 3864.73 3775.55 17019.48 16809.60 
Number of published Science and Engineering articles that are internationally 
co-authored2 

LNCOAUTHOR 1 (<1%) 1650.76 1648.79 5713.00 5702.67 

1Variable is reverse-coded; 2Variable is transformed as natural log; 3Value denotes the mode; 4Value denotes the median; N/A denotes Not Applicable 
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Table 12 (cont.): Measurement Indicators for Subsequent Analysis (n=188) 
Construct Indicator Variable Name Number 

missing 
values 
(%) 

Mean EM-
Mean 

SD EM-SD 

Marketing 
openness 

Total length of paved and unpaved roadway per thousand inhabitants ROADWAY 0 (0%) 6.70 N/A 7.83 N/A 
Total length of railway per thousand inhabitants RAILWAY 0 (0%) 0.22 N/A 0.32 N/A 
Total number of fixed and mobile phone subscriptions per hundred inhabitants PHONE 5 (3%) 53.34 53.64 52.00 52.20 
Total number of internet subscriptions per hundred inhabitants INTERNET 6 (3%) 19.32 19.30 21.01 21.00 
Total number of AM and FM radio stations per million inhabitants RADIO 0 (0%) 24.98 N/A 40.25 N/A 
Total number of daily newspapers per million inhabitants NEWSPPR 39 (21%) 3.55 3.56 4.52 4.64 
Labour force of transportation, storage, and communication sectors as a share 
of total labour force 

MKTGWORK 26 (14%) 0.05 0.05 0.02 0.02 

Logistics Performance Index LPI 38 (20%) 2.74 2.70 0.63 0.61 
LPI - Quality of infrastructure INFRASTRUC 38 (20%) 2.58 2.54 0.72 0.70 
LPI – Competence of private and public logistic providers LOGCOMPET 38 (20%) 2.71 2.66 0.67 0.65 
LPI – Domestic logistics cost DOMLGCOR 38 (20%) 2.90 2.91 0.37 0.37 

Dependency Classification of core, semi-core, and periphery countries DEPENDENCE 0 (0%) 33 N/A N/A N/A 
Aid received per capita AIDPERCAP 5 (3%) 67.30 66.35 172.88 172.70 
Share of world trade1,2 RLNTRSH 22 (12%) 0.60 0.47 1.49 1.74 

Equality Gini coefficient1 REQUALITY 58 (31%) 40.24 40.24 10.09 10.09 
Ratio of richest 10% to poorest 10%1,2 RLNRIPR10 66 (35%) 20.89 19.77 24.09 24.22 
Ratio of richest 20% to poorest 20%1,2 RLNRIPR20 66 (35%) 10.39 9.94 9.20 9.25 

Trust Prison population rate RPRISON 19 (10%) 15.46 15.46 38.93 38.93 
Number of national UN Volunteers serving at home VOLUNR1 19 (10%) 15.46 15.46 38.93 38.93 
Number of national UN Volunteers serving abroad VOLUNR2 19 (10%) 27.65 27.65 45.91 45.91 

Societal 
welfare 

Life expectancy LIFEEXP 2 (1%) 67.03 67.05 10.83 10.83 
Mortality rates1 RMORTALITY 2 (1%) 224.88 224.60 140.25 140.22 
Mortality rates due to interpersonal violence1,2 RLNVIOLENCE 2 (1%) 9.43 9.43 10.62 10.62 
Disability life-years lost to interpersonal violence1,2 RLNDVIOLENCE 2 (1%) 391.67 391.33 468.17 468.09 
Disability life-years lost to war1,2 RLNDWAR 10 (5%) 157.51 149.61 445.56 442.89 
Number of suicide attempts1,2 RLNSUICIDE 5 (3%) 9.46 9.33 8.08 8.09 
Disability life-years lost to suicide1,2 RLNDSUICIDE 2 (1%) 217.54 217.69 168.45 168.42 
Disability life-years lost to depression1 RDDEPRESSION 2 (1%) 958.50 958.86 261.21 261.00 
Disability life-years lost to alcohol addiction1 RDALCOHOL 2 (1%) 319.12 319.51 292.26 292.01 
Number of refugees originating from a country1,2 RLNREFUGEES 1 (<1%) 49061.64 48974.52 202926 202919 

1Variable is reverse-coded; 2Variable is transformed as natural log; 3Value denotes the mode; N/A denotes Not Applicable 
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Analysis of Measurement Model 

 

Partial least squares estimation 

 

The Partial Least Squares (PLS) estimation procedure was used to evaluate the nature of the 

relationships in the proposed model (Fornell & Cha 1994; Lohmoeller 1989; Wold 1981). 

PLS is a general technique for estimating path models involving latent constructs indirectly 

observed by multiple indicators. It was developed by Wold (1981) to avoid the necessity of 

large sample sizes and ‘hard’ assumptions of normality required by the global maximisation 

methods such as LISREL. Another major advantage of PLS is that the formulation of the 

measurement model explicitly allows for the specification of both reflective and formative 

indicators, as well as variables measured on a categorical scale. Consequently, PLS is often 

referred to as a form of ‘soft modelling’ and in circumventing the necessity for the 

multivariate normal assumption has immense advantages for researchers (Falk & Miller 

1992; Fornell & Cha 1994; Kroonenberg 1990).  

 

A PLS model is formally specified by two sets of linear relationships. The first set is known 

as the measurement (outer) model, which relates to specified relationships between the 

latent variable (i.e. openness) and its manifest variables (i.e. measurement indicators of 

openness). The second set is known as the structural (inner) model, which relates to 

hypothesised relationships between latent variables reported and interpreted as standardised 

regression coefficients (Chin 1998a; Chin 1998b; Falk & Miller 1992). The specification of 

a measurement and structural model is a feature similar to covariance-based structural 
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equation modelling (e.g. AMOS and LISREL); however, PLS has the advantage of 

allowing the specification of both reflective and formative indicators in the measurement 

model. This feature is useful because it cannot yet be assumed that all the proposed 

measurement indicators are likely to move together in the same direction (an assumption of 

reflective indicators) or are groups of optimal linear combinations forming the latent 

construct (a characteristic of formative indicators). Given the theoretical formulation of this 

study and a general underdevelopment of knowledge in the area of openness, PLS is a 

particularly suitable method of analysis to evaluate both the measurement and structural 

model. 

 

The PLS Graph 3.0 software, as developed and refined by Chin (2000), was used to 

estimate the parameters of the measurement and structural models using PLS path 

modelling with a path weighting scheme for the inside approximation (Chin 1998b). With 

regards to the measurement model, the reliability of the measures were assessed in PLS 

Graph 3.0 by obtaining the composite scale reliability and average variance extracted (Chin 

1998b; Fornell & Larcker 1981). Subsequently, the researcher used the non-parametric 

bootstrapping procedure in PLS Graph 3.0 as described by Chin (1998b) and Tenenhaus et 

al. (2005) to obtain standard errors of the estimates. The proposed measurement model is 

graphically depicted in Figure 4 below. 
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Figure 4: Proposed Measurement Model 
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First-order and second-order variables 

 

Since a higher-order openness variable was proposed (see Figure 4 above), a two-step 

approach was employed in the evaluation of the measurement model. The second-order 

openness variable comprised six underlying first-order variables of openness: external 

economic, internal economic, political, cultural, knowledge, and marketing. The first step 

in this approach entailed the construction of first-order latent variables and the calculation 

of factor scores for each variable. Subsequently, the second step entailed the use of factor 

scores of the first-order openness variables as measurement indicators for the second-order 

openness variable. The second-order variable was coupled with the other first-order latent 

variables to construct the structural model. 

 

Results of first-order openness variables 

 

In the first step, I assessed the psychometric properties of all proposed first-order variables 

by examining the factor loadings of each indicator, composite scale reliability (CR), and 

average variance extracted (AVE) as recommended by Chin (1998b; 2010) and Fornell and 

Larcker (1981) were generated in PLS Graph 3.0. Starting with openness in the external 

economic system, results of the PLS path modelling procedure suggest that the proposed 

measures were acceptable. Factor loadings ranged from 0.92 (the number of days required 

to both export and import a container of dry-cargo) to 0.42 (trade as a share of GDP). These 

factor loadings exceeded the 0.40 cut-off recommended by Falk and Miller (1992). Having 

performed the bootstrapping procedure on this block of measures as recommended by Chin 

(1998b; 2010), each factor loading has a t-statistic exceeding 1.96. A composite reliability 
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of 0.91 and average variance extracted of 0.59 indicate that the measure possessed 

sufficient scale reliability (Chin 2010; Falk & Miller 1992) and convergent validity (Chin 

2010; Fornell & Larcker 1981), respectively. The results of the analysis for this variable are 

displayed in Table 13. 

 
Table 13: Psychometric Properties of Openness in the External Economic System (EXTECONOP) 

Indicator Variable Name Loading t-stat.3 CR AVE 
Number of days required to 
export container of dry-cargo 
(exporter to ship)1,2 

RLNEXPTIME 0.92 102.59 

0.91 0.59 

Number of days required to 
export container of dry-cargo 
(importer to ship)1,2 

RLNIMPTIME 0.92 84.47 

Total value of imports and 
exports per capita2 

LNTRADECAP 0.85 31.41 

Number of documents required 
to import container of dry-
cargo1 

RIMPDOC 0.83 47.48 

Number of documents required 
to export container of dry-
cargo1 

REXPDOC 0.77 26.35 

Percentage of MFN tariffs1 RTARIFF 0.52 7.68 
Total value of imports and 
exports as a share of GDP2 

LNTRADEGDP 0.42 3.68 

1 Variable is reverse-coded; 2 Variable is transformed as natural log; 3 Bootstrapping estimates calculation based on Chin (1998a,b); CR 
denotes Composite Reliability; AVE denotes Average Variance Extracted. 
 
 
Results of PLS path modelling also suggest that the proposed measurement for openness in 

the internal economic system was acceptable. All the factor loadings exceeded 0.40, with 

the two highest-loading items related to the cost required to establish a business and a 

warehouse (both 0.77). The composite reliability score was indicative of satisfactory 

internal consistency. The AVE was just under the prescribed cut-off of 0.50 (Fornell & 

Larcker 1981); thus, indicating that convergent validity may be a concern that will need to 

be discussed in the next chapter. The results of the analysis for this variable are displayed in 

Table 14. 
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Table 14: Psychometric Properties of Openness in the Internal Economic System (INTECONOP) 
Indicator Variable Name Loading t-stat.3 CR AVE 
Cost required to establish a 
business as a share of income 
per capita1,2 

RLNSTARTCOST 0.77 11.68 

0.77 0.47 

Cost required to construct a 
warehouse as a share of 
income per capita1,2 

RLNLICENCOST 0.77 20.55 

Number of procedures required 
to establish a business1 

RSTARTPROC 0.71 8.28 

Number of procedures required 
to construct a warehouse1,2 

RLNLICENPROC 0.42 3.54 

1 Variable is reverse-coded; 2 Variable is transformed as natural log; 3 Bootstrapping estimates calculation based on Chin (1998a,b); CR 
denotes Composite Reliability; AVE denotes Average Variance Extracted. 
 
 
With regards to political openness, all six items had factor loadings exceeding 0.40 and 

each with a bootstrap critical ratio (t-statistic) greater than 1.96. The Index of Associational 

Rights and the Index of Political Pluralism and Participation had the highest factor loadings 

(both 0.92), while the number of inter-governmental organisations of which the country is a 

member had the lowest factor loading (0.54). The block of measures possessed satisfactory 

scale reliability (CR=0.90) and convergent validity (AVE=0.60). The results of the analysis 

for this variable are displayed in Table 15. 

 
Table 15: Psychometric Properties of Openness in the Political System (POLITOP) 

Indicator Variable Name Loading t-stat.3 CR AVE 
Index of Associational Rights ASSRIGHT 0.92 140.85 

0.90 0.60 

Index of Political Pluralism 
and Participation 

POLPLUR 0.92 115.91 

Competitiveness of Political 
Participation 

POLCOMP 0.84 43.89 

Corruption Perceptions Index TRANSP 0.74 18.12 
Freedom of information 
provision in constitution 

FREEINFO 0.59 11.02 

Number of inter-governmental 
organizations of which the 
country is a member 

INTPART 0.54 7.15 

1 Variable is reverse-coded; 2 Variable is transformed as natural log; 3 Bootstrapping estimates calculation based on Chin (1998a,b); CR 
denotes Composite Reliability; AVE denotes Average Variance Extracted. 
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Results were similarly encouraging for the measurement of openness in the cultural system. 

Each of the eleven indicators had a factor loading of at least 0.40, the two highest being 

0.98 (Freedom of Expression and Beliefs Index and Press Freedom Index) and the lowest 

being 0.44 (religious education permissible or prohibited in public school curriculum). The 

bootstrap t-statistic for each indicator was also significant. The scale reliability (CR=0.91) 

and convergent validity (AVE=0.67) of the construct were also sufficiently demonstrated. 

These results are summarised in Table 16. 

 
Table 16: Psychometric Properties of Openness in the Cultural System (CULTOP) 

Indicator Variable Name Loading t-stat.3 CR AVE 
Freedom of Expression and 
Beliefs Index 

FREEEXP 0.98 472.58 

0.91 0.67 

Press Freedom Index1 RFREEPRESS 0.98 472.58 
Number of atheists as a share 
of population 

ATHEIST 0.91 51.2657 

Number of non-religious types 
as a share of population 

NONREL 0.91 49.88 

Gender-related Development 
Index 

GDIVALUE 0.89 45.00 

Female enrolment in secondary 
school as a share of male 
enrolment 

GENSEC 0.85 42.76 

Female enrolment in primary 
school as a share of male 
enrolment 

GENPRIM 0.79 22.80 

Herfindahl index for linguistic 
groups 

LINCFRAC 0.79 21.49 

Herfindahl index for ethnic 
groups 

ETHFRAC 0.74 22.35 

Female labour participation 
rate as a share of male labour 
participation rate 

GENEQUAL 0.50 8.25 

Religious education 
permissible or prohibited in 
public school curriculum 

RELSCHOOL 0.44 4.50 

1 Variable is reverse-coded; 2 Variable is transformed as natural log; 3 Bootstrapping estimates calculation based on Chin (1998a,b); CR 
denotes Composite Reliability; AVE denotes Average Variance Extracted. 
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The psychometric proprieties of the knowledge openness construct were satisfactory. This 

was due to all three measurement indicators loading highly (above 0.95), as well as a high 

composite reliability score of 0.98 and a high average variance extracted score of 0.94. The 

results of the analysis for this variable are displayed in Table 17. 

 
Table 17: Psychometric Properties of Openness in the Knowledge System (KNOWOP) 

Indicator Variable Name Loading t-stat.3 CR AVE 
Number of published Science 
and Engineering articles2 

LNPUBLISH 0.99 77.99 

0.98 0.94 

Number of published Science 
and Engineering articles that 
are internationally co-
authored2 

LNCOAUTHOR 0.96 36.00 

Number of utility patents 
granted in 20082 

LNPATENTS 0.95 13.30 

1 Variable is reverse-coded; 2 Variable is transformed as natural log; 3 Bootstrapping estimates calculation based on Chin (1998a,b); CR 
denotes Composite Reliability; AVE denotes Average Variance Extracted. 
 
 
Finally, results of PLS path modelling suggest that the proposed measurement for openness 

in the marketing system possessed acceptable psychometric properties. The three 

measurement indicators with the highest factor loadings were (1) the total number of fixed 

and mobile phone subscriptions per hundred inhabitants (0.94), (2) the Logistic 

Performance Index – quality of infrastructure (0.92), and (3) the total number of internet 

subscriptions per hundred inhabitants (0.91). The item with the lowest factor loading was 

the Logistic Performance Index – domestic logistics cost, but still exceeding 0.40. A 

composite reliability score of 0.93 indicated that the measures demonstrate high internal 

consistency. Since 56% of the average variance was extracted, the measure also appeared to 

possess convergent validity. These results are reported in Table 18.  
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Table 18: Psychometric Properties of Openness in the Marketing System (MKTGOP) 
Indicator Variable Name Loading t-stat.3 CR AVE 
Total number of fixed and 
mobile phone subscriptions per 
hundred inhabitants 

PHONE 0.94 117.76 

0.93 0.56 

LPI - Quality of infrastructure INFRASTRUC 0.92 109.17 
Total number of internet 
subscriptions per hundred 
inhabitants 

INTERNET 0.91 66.04 

Logistics Performance Index LPI 0.91 99.65 
LPI – Competence of private 
and public logistic providers 

LOGCOMPET 0.88 60.12 

Total length of paved and 
unpaved roadway per thousand 
inhabitants 

ROADWAY 0.65 14.21 

Total length of railway per 
thousand inhabitants 

RAILWAY 0.57 10.05 

Labour force of transportation, 
storage, and communication 
sectors as a share of total 
labour force 

MKTGWORK 0.53 10.86 

Total number of daily 
newspapers per million 
inhabitants 

NEWSPPR 0.52 8.66 

Total number of AM and FM 
radio stations per million 
inhabitants 

RADIO 0.45 6.87 

LPI – Domestic logistics cost DOMLGCOR 0.44 5.78 
1 Variable is reverse-coded; 2 Variable is transformed as natural log; 3 Bootstrapping estimates calculation based on Chin (1998a,b); CR 
denotes Composite Reliability; AVE denotes Average Variance Extracted. 
 
 
On the whole, discriminant validity was also sufficiently demonstrated. An inspection of 

the theta matrix revealed that the between-block correlation coefficients of the residuals of 

the measurement model for openness were relatively low (the highest being |0.165|); hence, 

suggesting that the six blocks of openness were distinctively defined (Falk & Miller 1992). 

Based on the recommendations of Chin (2010) and Fornell and Larcker (1981), the 

correlation coefficients of each pair of first-order openness variables were compared with 

the respective square-root of Average Variance Extracted. Table 19 displays the correlation 

matrix for the first-order openness constructs, for which the diagonal elements are the 

square root of the Average Variance Extracted (AVE). It can be seen that, for the exception 
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of the correlation between external economic openness (EXTECONOP) and marketing 

openness (MKTGOP), all the off-diagonal correlation coefficients were smaller than the 

square root of AVE. This provided additional support for discriminant validity of each 

openness variables. Notwithstanding my concerns for the inability to discriminate external 

economic openness and marketing openness (which will be discussed in the next chapter), I 

decided to treat both constructs as distinct first-order latent variables to form a second-order 

openness latent variable.  

 
Table 19: Correlation and Discriminant Validity of First-Order Openness Constructs 

 EXTECO-
NOP 

INTECO-
NOP 

POLITOP CULTOP KNOWOP MKTGOP 

EXTECO-
NOP 

0.77      

INTECO-
NOP 

0.65 0.68     

POLITOP 0.63 0.45 0.77    
CULTOP 0.62 0.51 0.45 0.82   
KNOWOP 0.27 0.24 0.29 0.17 0.97  
MKTGOP 0.79 0.64 0.70 0.55 0.41 0.75 
Note: the diagonal elements are the square roots of AVE, the off-diagonal elements are correlation 
coefficients 
 
 
Results of second-order openness variable 

 

As illustrated in Figure 4 above, I proceeded to specify the six first-order openness 

construct as reflective indicators of a higher-order openness construct. In this second-step 

of the two-step approach, I calculated factor scores for each of the six manifestations of 

openness and saved it as measurement indicators for the higher-order construct. 

Subsequently, I applied the similar PLS path modelling procedure to assess the 

measurement model of the second-order openness variable. Results displayed in Table 20 

below indicate that the second-order openness construct also had acceptable psychometric 
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properties. The item loadings ranged from 0.93 to 0.42: marketing openness had the highest 

loading while knowledge openness had the lowest. The bootstrap estimates for all six 

measurement indicators exceeded the critical value. The composite reliability score was 

0.90 and average variance extracted was 0.60, thus indicating acceptable scale reliability 

and convergent validity, respectively (Chin 2010; Fornell & Larcker 1981). On this basis, 

the factor scores for the second-order openness variable were generated and saved for 

hypotheses testing. 

 
Table 20: Psychometric Properties of Second-Order Openness Construct (OPENNESS) 

Indicator Variable Name Loading t-stat.3 CR AVE 
Marketing openness MKTGOP 0.93 126.16 

0.90 0.60 

External economic openness EXTECONOP 0.89 69.46 
Political openness POLITOP 0.79 23.63 
Internal economic openness INTECONOP 0.78 14.30 
Cultural openness  CULTOP 0.73 29.35 
Knowledge openness KNOWOP 0.42 6.47 
3 Bootstrapping estimates calculation based on Chin (1998a,b); CR denotes Composite Reliability; AVE denotes Average Variance 
Extracted. 
 
 
Results of the dependency variable 

 

The measurement model for the dependency variable was also assessed in the same 

manner. The factor loadings for the three measurement indicators ranged from 0.96 (share 

of world trade) to 0.62 (classification of core, semi-core, and periphery countries). The 

bootstrap estimates also exceeded 1.96 for each of the factor loadings. A CR score of 0.86 

indicated satisfactory internal consistency, while an AVE of 0.68 suggested sufficient 

convergent validity. Results of the analysis are reported in Table 21 below.  
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Table 21: Psychometric Properties of Dependency Construct (DEPENDENCY) 
Indicator Variable Name Loading t-stat.3 CR AVE 
Share of world trade1,2 RLNTRSH 0.96 55.88 

0.86 0.68 
Aid received per capita AIDPERCAP 0.85 18.89 
Classification of core, semi-
core, and periphery countries 

DEPENDENCE 0.62 7.94 

1 Variable is reverse-coded; 2 Variable is transformed as natural log; 3 Bootstrapping estimates calculation based on Chin (1998a,b); CR 
denotes Composite Reliability; AVE denotes Average Variance Extracted. 
 
 
Results of the equality variable 

 

Results of PLS path modelling also suggest that the measures for equality passed muster. 

All three indicators had factor loadings of 0.99; thus, resulting in a CR of 0.99 and AVE of 

0.98. Table 22 below summarises these results. 

 
Table 22: Psychometric Properties of Equality Construct (EQUALITY) 

Indicator Variable Name Loading t-stat.3 CR AVE 
Ratio of richest 20% to poorest 
20%1,2 

RLNRIPR20 0.99 898.02 

0.99 0.98 Ratio of richest 10% to poorest 
10%1,2 

RLNRIPR10 0.99 719.21 

Gini coefficient1 REQUALITY 0.99 462.80 
1 Variable is reverse-coded; 2 Variable is transformed as natural log; 3 Bootstrapping estimates calculation based on Chin (1998a,b); CR 
denotes Composite Reliability; AVE denotes Average Variance Extracted. 
 
 
Results of the trust variable 

 

With regards to the trust variable, the three proposed indicators provided for a reliable and 

valid measure. The number of national United Nations volunteers serving abroad had a 

factor loading of 0.75, while the factor loading for the number of volunteers serving at 

home was 0.66. The indicator for prison population had a factor loading of 0.72. Results 

also indicate that the criteria for scale reliability (CR=0.76) and convergent validity 

(AVE=0.51) were both met. The psychometric properties of this construct are displayed in 

Table 23. 
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Table 23: Psychometric Properties of Trust Construct (TRUST) 

Indicator Variable Name Loading t-stat.3 CR AVE 
Number of national UN 
Volunteers serving abroad 

VOLUNR2 0.75 13.58 

0.76 0.51 
Number of prisoners for every 
100,000 inhabitants1,2 

RLNPRISON 0.72 12.71 

Number of national UN 
Volunteers at home 

VOLUNR1 0.66 6.82 

1 Variable is reverse-coded; 2 Variable is transformed as natural log; 3 Bootstrapping estimates calculation based on Chin (1998a,b); CR 
denotes Composite Reliability; AVE denotes Average Variance Extracted. 
 
 
Results of the societal welfare variable 

 

An inspection of the correlation matrix of the ten proposed measures of societal welfare 

revealed that there were several negative correlations between these indicators. Results of 

the exploratory factor analysis also provided some basis to separate the welfare indicators 

into two variables. The first welfare variable consisted of six manifest variables, being 

‘LIFEEXP’, ‘RMORTALITY’, ‘RLNVIOLENCE’, ‘RLNDVIOLEN CE’, ‘RLNDWAR’, 

and ‘RLNREFUGEES’. These indicators appeared to be indicant of the effects of civil 

disorder, aggression, or war.  

 

There is methodological precedent to group these indicators together as measures of one 

aspect of societal welfare. Drewnowski (1972) listed the effects of war as a possible 

indicator of social conditions or social relations as a measurement of welfare. The World 

Health Organisation’s extensive examination of the burden of injuries and risk factors as a 

measure of a country’s health suggested that the measurement of welfare should 

incorporate these statistics (Murray & Lopez 1996). In addition, researchers in 

epidemiology have used indicators such as life expectancy, mortality, and violence-related 

mortality as measures of a community or country’s welfare (e.g. Barefoot et al. 1998; Hsieh 
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& Pugh 1993; Kawachi, Kennedy & Lochner 1997; Kawachi et al. 1997). On this basis, I 

proposed that the welfare aspect that relates to civil order (or lack of it) could be measured 

with these six indicators. This variable was labelled ‘WELFARE-CIVIL’. 

 

This proposed measurement model was also assessed using PLS path modelling. The factor 

loadings ranged from 0.87 (life expectancy and mortality rates due to interpersonal 

violence) to 0.59 (number of refugees originating from a country). The bootstrap estimates 

for all five items exceeded 1.96. Results also indicate that this block of measures possessed 

scale reliability (CR=0.92) and convergent validity (AVE=0.66). Table 24 summarises 

these results. 

 
Table 24: Psychometric Properties of Societal Welfare-Civil Order Construct (WELFARE-CIVIL) 

Indicator Variable Name Loading t-stat.3 CR AVE 
Life expectancy LIFEEXP 0.87 51.36 

0.92 0.66 

Mortality rates due to 
interpersonal violence1,2 

RLNVIOLENCE 0.87 44.23 

Disability life-years lost to 
interpersonal violence1,2 

RLNDVIOLENCE 0.86 42.12 

Mortality rates1 RMORTALITY 0.83 38.29 
Disability life-years lost to 
war1,2 

RLNDWAR 0.82 29.37 

Number of refugees 
originating from a country1,2 

RLNREFUGEES 0.59 11.39 

1 Variable is reverse-coded; 2 Variable is transformed as natural log; 3 Bootstrapping estimates calculation based on Chin (1998a,b); CR 
denotes Composite Reliability; AVE denotes Average Variance Extracted. 
 
 
The second welfare construct comprised four variables (RLNSUICIDE, RLNDSUICIDE, 

RDDEPRESSION, and RDALCOHOL) and appears to relate to social problems and 

discontentment (or the lack of it). Durkheim ([1897] 2002) and Oswald (1997) proposed 

that the examination of social problems, which manifest in depression and suicide, account 

for differences in the human condition in several countries. The World Health Organisation 

also estimated the human costs due to addiction, mental ill-health, and suicide to convey the 
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state of wellbeing in a country (Murray & Lopez 1996). Barefoot et al. (1998) employed 

measures of psychological wellbeing and mental health in their study of societal welfare. In 

light of these approaches of measuring welfare, I proposed the aforementioned indicators as 

measures of the extent of social problems in a society. This variable was labelled 

‘WELFARE-SOCIAL’. 

 

The psychometric properties of the proposed measure of social problems in society 

appeared to be satisfactory. The indicator with the highest factor loading was the number of 

suicide attempts (0.89), followed by the disability life-years lost to suicide (0.79). The 

lowest factor loading belonged to the indicator for disability life-years lost to depression, 

yet still exceeding 0.40. Collectively, the measures exhibited sufficient scale reliability 

(CR=0.82) and convergent validity (AVE=0.53). These results are displayed in Table 25 

below. 

 
Table 25: Psychometric Properties of Societal Welfare-Social Problems Construct (WELFARE-

SOCIAL) 
Indicator Variable Name Loading t-stat.3 CR AVE 
Number of suicide attempts1,2 RLNSUICIDE 0.89 42.84 

0.82 0.53 

Disability life-years lost to 
suicide1,2 

RLNDSUICIDE 0.79 10.16 

Disability life-years lost to 
alcohol addiction1 

RDALCOHOL 0.64 10.28 

Disability life-years lost to 
depression1 

RDDEPRESSION 0.55 7.08 

1 Variable is reverse-coded; 2 Variable is transformed as natural log; 3 Bootstrapping estimates calculation based on Chin (1998a,b); CR 
denotes Composite Reliability; AVE denotes Average Variance Extracted. 
 
 
Since the dimensions of societal welfare are negatively correlated (r=-0.34), I decided to 

treat them as two separate latent variables rather than indicators of a single welfare 

variable. The testing of the measurement model has now resulted in six latent variables, 

namely ‘OPENNESS’ (second-order variable), ‘DEPENDENCY’, ‘EQUALITY’, 
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‘TRUST’, ‘WELFARE-CIVIL’, and ‘WELFARE-SOCIAL’. Upon further evaluation, 

there was sufficient support for discriminant validity for all the latent variables. Table 26 

below displays the correlation coefficients and the square root of the AVE for each of the 

latent variables, in which none of the former exceeded the latter (Chin 2010; Fornell & 

Larcker 1981). Furthermore, an inspection of the theta matrix revealed that the between-

block correlation coefficients of the residuals of the measurement model for openness were 

relatively low (the highest being |0.137|); hence, suggesting that the blocks of openness are 

distinctively defined (Falk & Miller 1992). 

 
Table 26: Correlation and Discriminant Validity of Latent Variables in the Model 

 OPEN-
NESS 

DEPEND-
ENCY 

EQUAL-
ITY 

TRUST WELFARE 
- CIVIL 

WELFARE 
- SOCIAL 

OPENNESS 0.78      
DEPENDENCY -0.67 0.82     
EQUALITY 0.32 -0.24 0.99    
TRUST 0.31 -0.60 0.30 0.71   
WELFARE - 
CIVIL 

0.78 -0.44 0.41 0.74 0.81  

WELFARE - 
SOCIAL 

-0.53 0.36 -0.17 -0.41 -0.34 0.73 

Note: the diagonal elements are the square roots of AVE, the off-diagonal elements are correlation 
coefficients 
 
 
Since the analysis of the measurement model revealed that the proposed measures 

possessed satisfactory psychometric properties, the factor scores of each latent variable 

were generated and used to test the structural model. 
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Analysis of Structural Model 

 

Revising the structural model 

 

The re-classification of societal welfare into two variables (civil order and social problems) 

had prompted a revision of Hypothesis 5. The sources cited in the literature review 

provided evidence to propose that trust is positively associated with both ‘WELFARE-

CIVIL’ and ‘WELFARE – SOCIAL’ (Coleman 1990; Hagan, Merkens & Boehnke 1995; 

Hall 1994; Misztal 1996; Rothstein & Uslaner 2005; Uslaner 2002). Specifically, a higher 

level of trust promotes tolerance and empathy in a community, which Hall (1994) argued 

that would created a conducive environment to resolve differences and prevent conflict. 

Using data from 39 states in the United States, Kawachi, Kennedy, and Lochner (1997) 

provided empirical support for this notion when they found a negative correlation between 

trust and mortality and morbidity. In the present study, all the items representing 

‘WELFARE-CIVIL’, for the exception of life expectancy, were reverse-scored; therefore, a 

higher score reflected a higher level of societal welfare (due to lower civil disorder). 

Accordingly, Hypothesis 5 was revised to reflect the following: 

 

H5: The extent of trust in a society is positively associated with societal welfare attributable 

to the lack of civil disorder in that society. 

 

The literature reviewed also provided the evidence required to propose a sixth hypothesis, 

that is greater trust is positively associated with less social ills or problems. As indicated 

earlier, Durkheim ([1897] 2002) observed that depression and suicide rates were higher in 
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communities that did not have high levels of trust and solidarity. Uslaner (2002) reasoned 

that people who trust each other and share a sense of fate are likely to help others who are 

disadvantaged. Research has shown that people who live in communities with strong ties 

are also more vigilant in monitoring and reducing the spread of social problems (Rose 

2000; Umberson et al. 1996). The items representing ‘WELFARE-SOCIAL’ were also 

reverse-scored; therefore, I postulate that: 

 

H6: The extent of trust in a society is positively associated with societal welfare attributable 

to the lack of social problems in that society. 

 

The changes to the hypotheses are reflected in the revised structural model illustrated in 

Figure 5 below. Partial Least Squares (PLS) estimation procedure was used to analyse the 

structural model and test the hypotheses (Fornell & Cha 1994; Lohmoeller 1989; Wold 

1981). 
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Figure 5: Revised Structural Model 
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Testing the structural model 

 

A reasonable criterion for evaluating the significance of the individual paths is the 

absolute value of the product of the path coefficient and the appropriate correlation 

coefficient (Falk & Miller 1992). This produces an index of the variance in an 

endogenous variable explained by that particular path and 1.5% of the variance is 

recommended as the cut-off point. Results in Table 27 below indicate that all the paths 

exceeded this criterion and the bootstrap critical ratios were of the appropriate size. The 

mean proportion of variance explained for the endogenous variables was 16% and the 

individual R2 values were greater than the recommended 0.10 cut-off (Falk & Miller 

1992) for all the predicted variables; therefore, it was appropriate and informative to 

examine the significance of the paths associated with these variables. 

 
Table 27: Partial Least Squares Results for the Structural Model 

Hypothesis Predictor 
Variable  

Predicted 
Variable 

Path R2 t-stat.3 Hypothesis 
Testing 

H1 Dependency Openness -0.67 0.45 19.80 Supported 
H2 Dependency Equality -0.05 0.10 0.72 Not Supported 
H3 Openness  Equality 0.29 3.76 Supported 
H4 Equality  Trust 0.30 0.09 5.19 Supported 
H5 Trust  Welfare – 

Civil 
0.74 0.55 24.74 Supported 

H6 Trust Welfare – 
Social 

-0.41 0.17 7.40 Not Supported 

Average variance accounted for is:     0.27 
3 Bootstrapping estimates calculation based on Chin (1998a,b) 
 
 
Results show that dependence was negatively associated with openness, thus supporting 

Hypothesis 1. The path coefficient was -0.67 and was significant at α = 0.05. The R2 

was acceptable, with 45% of variance explained. The path coefficient for the 

relationship between dependence and equality was in the hypothesised direction but not 

significant; therefore Hypothesis 2 was not supported. Results also indicate that 
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openness was positively associated with equality. The path coefficient was 0.29 and 

significant, thus providing support for Hypothesis 3. Both dependence and openness 

were able to explain 10% of the variance in equality. Hypothesis 4 was supported as the 

path coefficient for the equality-trust relationship was 0.30 and significant. The R2 for 

this link was 9%. A significant path coefficient of 0.74 demonstrates that trust was 

positively associated with civil order; therefore, Hypothesis 5 was supported. It should 

also be noted that 55% of the variance in Welfare-Civil was explained by trust. Finally, 

Hypothesis 6 was not supported as the path coefficient was negative (-0.41) and 

significant; thus suggesting that trust was negatively associated with societal welfare 

attributable to the lack of social problems. Overall, the average variance accounted for 

was 27%. The graphical summary of the PLS results is displayed in Figure 6 below.  
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Figure 6: Graphical Summary of Partial Least Squares Results for Structural Model 
 

 
**indicates that the bootstrap estimate is significant at α = 0.05; R2 are in square brackets 
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Trimming the structural model 

  

These results, coupled with information about the psychometric properties of the 

measurement model, provided some guidance for the estimation of a trimmed model. The 

structural model was trimmed by removing the non-significant path between dependency 

and equality. Results of the re-specification, which are presented in Table 28 below, show 

that the trimmed model offered no improvement in explanatory power. Even after removing 

the path between dependency and equality, the R2 for equality remained virtually the same 

(from 10.6% to 10.3%), while the average variance accounted for remained at 27%. The 

results of the analysis of the trimmed structural model are also graphically displayed in 

Figure 7 below. 

 
Table 28: Partial Least Squares Results for the Trimmed Structural Model 

Hypothesis Predictor 
Variable  

Predicted 
Variable 

Path R2 t-stat.3 Hypothesis 
Testing 

H1 Dependency Openness -0.67 0.45 19.83 Supported 
H3 Openness  Equality 0.32 0.10 5.64 Supported 
H4 Equality  Trust 0.30 0.09 4.89 Supported 
H5 Trust  Welfare – 

Civil 
0.74 0.55 25.00 Supported 

H6 Trust Welfare – 
Social 

-0.41 0.17 7.40 Not Supported 

Average variance accounted for is:     0.27 
3 Bootstrapping estimates calculation based on Chin (1998a,b) 
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Figure 7: Graphical Summary of Partial Least Squares Results for Trimmed Model 

 
 

 
**indicates that the bootstrap estimate is significant at α = 0.05; R2 are in square brackets 
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In summary, I proposed to measure openness in six different systems in a society (external 

economic, internal economic, political, cultural, knowledge, and marketing). I also 

proposed several indicators to measure dependency, equality, trust, and societal welfare. 

Results of PLS path modelling procedure suggested that the six blocks of measures for 

openness possessed satisfactory psychometric properties. Factor scores from each block 

were used to form the measures for a higher-order openness variable, which in turn was 

also validated. The testing of the measurement model also revealed that the measures of 

dependency, equality, and trust were acceptable; however, societal welfare had to be treated 

as two separate latent variables. The testing of the structural model resulted in the support 

for four of the six research hypotheses. It was found that dependency had a negative 

influence on openness, and openness in turn, was positively associated with equality. 

Greater equality gave rise to greater levels of trust in a society and this produced greater 

societal welfare by way of less civil disorder. Greater levels of trust however produced 

more social problems. Results showed that dependency was not significantly associated 

with equality. The testing of both the proposed measurement and structural model fulfilled 

the third research objective of this study. In the following chapter, the concluding chapter, 

these results will be discussed and suggestions will be made on how practitioners and 

researchers may benefit from this study. 
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Chapter 5: Discussion, Implications, Conclusions 

 

There are four research objectives in the present study. The first research objective is to 

examine the literature to define and develop the concept of openness. I have attempted to 

address this objective in Chapter 2. This attempt culminated in two outcomes: the first is a 

conceptual definition of openness and its conceptualisation in six different systems within a 

society, while the second is a proposed conceptual model to investigate the role of openness 

in societal welfare. The second research objective is to propose measures for openness and 

other variables in the conceptual model. My attempt to address this objective, which is was 

detailed in Chapter 3, resulted in a proposed measurement model for empirical testing. 

After doing so, I proceeded to collect the secondary data required to test the measurement 

model and conceptual model. The third research objective is to analyse both the 

measurement model and conceptual model. The data analysis procedure and results were 

reported in Chapter 4. The data analysis showed that the measurement model was 

acceptable and four of the six research hypotheses were supported. The final research 

objective is to make suggestions of how academics and practitioners can use these findings. 

I will attempt to address this objective in the present chapter. In addition, I will also 

interpret and discuss the research findings, highlight limitations of this study, and present 

some suggestions for future research in the topic area.  
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Discussion of Results – The Measurement Model  

 

Overall, the results emerging from the analysis of the measurement model suggested that 

the proposed measures for each latent variable in the conceptual model were 

psychometrically acceptable. This outcome is encouraging because the validation of a set of 

reliable and valid measures for openness is a noteworthy advancement, particularly given 

the lack of development in this area. Nonetheless, the elimination of several proposed 

measurement indicators after preliminary data analysis served to highlight imperfections in 

the process of measurement specification. Results of the measurement model analysis will 

be discussed block-by-block in the following paragraphs. 

 

Openness in the external economic system 

 

The block of measurement indicators for openness in the external economic system 

incorporated three dimensions of trade, namely the extent of trade, free or liberal trade, and 

trade facilitation. This measure integrated two economic viewpoints on the measurement of 

economic openness: one that argues for trade volume (Barro 2000) and the other for liberal 

trade (Wacziarg & Welch 2003). Since the indicators relating to trade facilitation (e.g. 

number of days required to export container of dry-cargo) had a high factor loading in this 

measure, the inclusion of trade facilitation in the measurement of external economic 

openness was justified. Hitherto, the use of such indicators appeared to be fairly limited 

(Djankov, Freund & Pham 2006). This result provides the basis to promote wider use of 

these indicators as measures of economic openness, particularly when the data emanating 
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from the World Bank Doing Business Survey are updated annually and publicly available 

for many countries. 

 

Since results of preliminary data analysis prompted the elimination of capital mobility 

indicators, it is possible to argue that openness in trade pertains only to goods and services 

and cannot be extended to investment capital. The majority of operationalisations of 

openness in economics in the past (e.g. Edwards 1997; Sachs & Warner 1995; Vamvakidis 

2002) did not incorporated any indicators of capital mobility. Admittedly, researchers have 

conceded that the measurement of capital mobility is far from perfect and lacks validity 

(Edwards 2002; Rodrik 1998). Even though Dollar and Kraay (2002) made a reasonable 

argument to consider capital mobility as an aspect of economic openness, the inclusion of 

its indicators in future research needs to be weighed carefully. 

 

Openness in the internal economic system 

 

Indicators from the World Bank Doing Business Survey also proved useful in the 

measurement of openness in the internal economic system. This measure comprised four 

indicators, two of which relate to cost and procedures involved in establishing a business 

and the other two relate to cost and procedures involved in constructing a warehouse. 

Results from testing the measurement model may suggest that the time and cost burdens on 

commerce are indicative of the extent of freedom (or lack of it) in market entry and 

participation; however, more measurement indicators may be needed because this measure 

lacked satisfactory convergent validity (the Average Variance Extracted was less than the 
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recommended cut-off). Alas, a review of the literature indicated the choice of measurement 

indicators of market freedom is limited; therefore, more attention is needed in this area.  

 

It should also be noted that despite being featured in the Index of Economic Freedom 

published by the Heritage Foundation alongside the aforementioned indicators from the 

World Bank Doing Business Survey (Miller & Holmes 2010), government expenditure as a 

share of national income was not included in the measurement model. After preliminary 

data analysis, this indicator was eliminated because it did not add to the reliability of the 

overall measure. It is likely that the treatment of this indicator in the Index of Economic 

Freedom differs from that of the present study. In the former, government expenditure may 

be modelled as a formative indicator (this is not disclosed in the report); while, in the latter, 

it is modelled as a reflective indicator. Unlike reflective indicators, formative indicators 

need not be positively correlated. Methodological notes from the Index of Economic 

Freedom report indicated that the data underwent transformation before creating the index 

(Miller & Holmes 2010).  

 

In future iterations, the measure of openness in the internal economic system can be 

improved by adding more indicators of market autonomy to replace government spending. 

Nonetheless, the measure proposed in this study is a reasonable point of departure and was 

still used in the formation of the higher-order openness variable. 
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Openness in the political system 

 

Political openness comprised six items, which collectively serve as a reliable and valid 

measure. These items reflect the dimensions of political pluralism, transparency and 

accountability, as well as diplomatic relations in political openness. The two items relating 

to political participation, namely voter turnout and referendums in constitution, were 

eliminated after the preliminary data analysis stage. While there is some theoretical basis to 

include notions of self-governance and direct democracy to describe political activity in the 

Open Society (e.g. Adelman & Morris 1971; Alexander 2003; Popper 1966), the statistical 

reality is that the use of voting statistics and provisions for referendums is not congruous 

with other measures of political openness that reflect liberal democracy. The number or 

range of political alternatives is not always commensurate with high voter turnout statistics. 

As examples, both Singapore and Vietnam have high voter turnouts but only one political 

party overwhelmingly represented in the legislature and government. In addition, the mere 

existence of a provision for referendums does not oblige governments to invoke it. For 

these reasons, it is more important that the extent of political pluralism, transparency and 

accountability in government, as well as international diplomacy in a society are 

represented in this measure. 

 

The Herfindahl Index of political concentration was another indicator that was excluded 

from the measurement model. Whilst this measure may indeed be an objective measure of 

political pluralism, it does not mean that a more fragmented political landscape will result 

in more effective political representation. Some countries in political transition may be 

characterised by parliaments comprising many independents or self-nominated 
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representatives who are unable to organise themselves into a meaningful opposition 

movement or political alternative to the government. As an example, since the majority of 

parliamentarians in Belarus were not affiliated with any political party, the incumbent 

President Lukashenko was able to use this fragmentation to impose further authoritarian 

rule (Office for Democratic Institutions and Human Rights 2004). I believe that the 

Herfindahl Index of political concentration can be left out of this study because political 

pluralism is already measured by three indicators in the present measurement model. 

 

Openness in the cultural system 

 

The measure for openness in the cultural system comprised eleven items and possessed 

acceptable psychometric properties. The proposed measurement model encompassed 

indicators for every conceptualisation of cultural openness except social hierarchy. As 

previously mentioned in Chapter 3, I was unable to identify or locate an appropriate 

measure of social mobility at the country level. The lack of proxy indicators demonstrates 

that there is no expedient way of measuring social mobility or the rigidity of a social 

hierarchy, apart from surveying intergenerational earnings (Chinoy 1955; Jackson & 

Crockett 1964; Lipset & Zetterberg 1959; Miller 1960). However, the level of abstraction 

required here might suggest that the operationalisation of cultural openness relating to 

social hierarchy is not particularly suited to a cross-sectional, worldwide study such as this 

one. Perhaps future studies, which aim to employ this operationalisation, can focus on a 

smaller number of countries where such data are available. On these grounds, the omission 

of social mobility as a measurement indicator of cultural openness was unavoidable.  
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It should also be noted that results of the preliminary data analysis prompted the removal of 

the Herfindahl Index for religious groups from the measurement model. Since the two 

indicators for ethnic and linguistic fractionalisation were retained as measures of cultural 

diversity, this is deemed to be an acceptable loss. 

 

 

Openness in the knowledge system 

 

All three items measuring knowledge openness were highly inter-correlated and had item 

loadings exceeding 0.95; consequently, the composite reliability and average variance 

extracted were also very high. Whilst these items appeared to be acceptable measures of 

scientific knowledge creation and sharing, the construct was not as helpful as other first-

order openness constructs in measuring overall openness. In examining the psychometric 

properties of the second-order openness construct, knowledge openness was the manifest 

variable with the lowest factor loading (0.42). This predicament may be due to the items 

being indicant of knowledge creation or productivity, rather than the ‘passage of knowledge 

and information’ or the ‘facilitation of knowledge sharing or transfer’. Batscha’s (1974) 

notion of knowledge exchange and dissemination is still relevant as a conceptualisation of 

openness in the knowledge system; however, there is a need for additional country-level 

indicators or more thorough statistical reporting in this area if this construct were to be 

better operationalised in the future. Notwithstanding this, the measure for knowledge 

openness was retained in this study on the basis that it had acceptable psychometric 

properties and also contributed to a reliable and valid measure of overall openness. 
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Openness in the marketing system 

 

Marketing openness comprised eleven items, all of which contributed to a generally reliable 

and valid measure. However, an inspection of the correlation matrix of first-order openness 

variables revealed that the square-root of average variance extracted for marketing 

openness was less than its correlation with external economic openness; thus, suggesting 

that both constructs may be indistinguishable. There are measures in both constructs that 

were indicant of facilitation of trade. Four items from external economic openness relate to 

the number of days and documents required to process imports and exports, while four 

items from marketing openness relate to the quality of the logistics infrastructure. Items in 

the former represent a bureaucratic burden on the passage of goods moving into and out of 

a country, while items in the latter represent the capacity and quality of the passage itself.  

 

On this point, I maintain that both constructs should be treated as different concepts 

because a country’s proclivity towards (or willingness to) trade does not always match its 

infrastructure and enterprise to facilitate that trade. Since the concept of economic openness 

has been previously established by scholars in economics to represent proclivity towards 

trade, it is incumbent upon scholars in marketing to further develop a construct to represent 

infrastructure and competency in distribution and communication that will facilitate that 

trade. The marketing openness construct proposed in this study is a first step in that 

direction; however, admittedly marketing indicators at the systems-level or country-level 

are limited and the data are not widely available. Such a construct will help advance 

research in macromarketing but it will require further refinement and validation in future 

studies. 
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It should also be noted that after the preliminary data analysis, two indicators were 

eliminated from the measurement model (total number of airports per million inhabitants 

and total number of television stations per million inhabitants). Since other indicators of the 

transportation and communications infrastructure were retained because they contributed to 

the reliability and validity of the measure, the decision to exclude these two indicators was 

reasonable.  

 

Overall openness 

 

Openness indicators in each of the six societal systems contributed to a reliable and valid 

measure of overall openness. Hitherto, existing measures of openness were confined to the 

external economic system (specifically trade); therefore, the development of a measure of 

overall openness that encompasses a wider context is an encouraging outcome. Compared 

to other indicators, the factor loading for knowledge openness was markedly lower; 

nonetheless, it exceeded the recommended cut-off by Falk and Miller (1992). As suggested 

earlier, the measurement model for knowledge openness can be improved in the future by 

adding other indicators relating to the passage of knowledge or facilitation of knowledge 

sharing. Nevertheless, the creation of such a measure provides a summary assessment of 

the extent to which a country possesses the ideals of the Open Society. This measure has 

both academic and managerial value, which will be discussed later in the chapter. 
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Dependency 

 

Dependency comprised of three items which measure the extent to which a country is 

dependent upon others in the world system. It should be noted that PLS path modelling 

enabled the specification of a measurement model that included the categorically-measured 

world-system classification proposed by Chase-Dunn and his colleagues (Chase-Dunn, 

Kawano & Brewer 2000). At the end of preliminary data analysis, the indicator measuring 

terms of trade was eliminated on the grounds that it did not meet the appropriate 

psychometric properties. Upon further reflection, terms of trade may not be an appropriate 

indicator of dependency. Whilst deteriorating terms of trade might suggest that a country is 

receiving less for its exports than what it did before, this could also be due to changes in the 

value of its currency and/or changes in domestic interest rates relative to the average world 

interest rate. This implies that a country could be less dependent on world trade by 

increasing the value or quality of its exports but a devaluation of its currency will reflect in 

lower export prices. For this reason, the decision to exclude terms of trade from the 

measurement model is reasonable. 

 

Equality 

 

Equality, which comprised three indicators including the Gini coefficient, had the highest 

measures of internal consistency and convergent validity among the first-order latent 

variables. This is due to the fact that all three items were similar measures of income 

equality and income equality only (factor loadings were 0.99). In addition, they are often 

the only measures of income equality available. As indicated earlier in Chapter 3, these 
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indicators relate to only one aspect of equality and more measures are needed to assess 

equality in other contexts. There are currently no measures of equality of opportunity and 

given that there is also a lack of data on social mobility, this area warrants more attention in 

future research. Until then, any discussion of equality in this study pertains only to 

economic equality.  

 

Trust 

 

Since results demonstrated that the measurement properties of trust are satisfactory, it is a 

noteworthy outcome because country-level data are more widely available for these proxy 

indicators. Hitherto, trust was measured mostly through survey data or with statistics on 

volunteerism (e.g. Paxton 1999; Putnam 2000), both of which are often not measured or 

unavailable in many countries; therefore, the use of global volunteerism data from the 

United Nations is helpful. Moreover, a multiple-item measure for trust can better account 

for measurement error than many of the single-item measures that sociologists have 

historically relied upon (Paxton 1999). Results also indicated that prison population 

statistics were a suitable proxy variable for the measurement of trust, thus providing some 

empirical support for Fukuyama’s (1995) notion that the rate of imprisonment reflects the 

level of trust in a society. 

  

Results of the preliminary data analysis prompted the elimination of the indicator 

concerning voluntary blood donation. Since there were two other indicators of voluntary 

activity that contributed to the reliability and validity of the measurement model, this 

omission is considered to be acceptable.  
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Societal welfare – civil disorder and social problems 

 

Results of the exploratory data analysis prompted a separation of the societal welfare 

construct since the blocks were negatively correlated. This separation gave rise to one 

welfare variable that is related to civil disorder, aggression, or war and another that is 

related to social problems, known as ‘Welfare – Civil’ and ‘Welfare – Social’, respectively. 

Although this was not expected ex ante, there were several studies in epidemiology that 

provided the basis for this treatment. Firstly, with regards to ‘Welfare – Civil’, two items 

were related to mortality (life expectancy and mortality rates), while the other four were 

indicant of aggression and disorder (mortality rates and disability life-years lost due to 

interpersonal violence, disability life-years lost due to war, and number of refugees 

originating from that country). Alongside mortality and health data, epidemiologists have 

also utilised violence- or aggression-related data to measure the wellbeing of a country, 

sometimes even in the same study (e.g. Barefoot et al. 1998; Hsieh & Pugh 1993; Kawachi, 

Kennedy & Lochner 1997; Kawachi et al. 1997; Wilkinson & Pickett 2009). The inclusion 

of indicators relating to war and refugees in the same factor incorporates the detection of 

some degree of civil disorder, which may manifest in casualty or mortality statistics. Since 

Drewnowski (1972) also advocated the use of war and aggression statistics to measure 

welfare, the measurement of this dimension of societal welfare can be theoretically 

justified. 

 

With regards to the ‘Welfare – Social’ construct, the constituent measures included 

indicators that evidently related to social problems or discontentment. These were the 
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number of suicide attempts, disability life-years lost to suicide, disability life-years lost to 

alcohol addiction, and disability life-years lost to depression. There is sufficient evidence in 

the literature to support the inclusion of these items in one factor. Whilst researchers in 

epidemiology have assessed welfare by using indicators of social problems, such as 

depression and suicide rates (Barefoot et al. 1998; Wilkinson & Pickett 2009), sociologists 

have also made inferences about the human condition by observing depression and suicide 

(Durkheim [1897] 2002; Oswald 1997). The inclusion of alcohol addiction in the 

measurement of societal welfare may not be common; however, it is also indicant of social 

problems and the item contributed favourably to the psychometric properties of the 

construct. On this basis, the use of these four measurement indicators of social problems 

was theoretically justified. It should also be noted that the item relating to drug addiction 

had to be eliminated because it did not meet the appropriate statistical properties. 

 

Since the societal welfare dimensions were negatively correlated, the rationale for treating 

‘Welfare – Civil’ and ‘Welfare – Social’ as two separate constructs was evident. The nature 

of each construct is quite different. The extent of disorder and aggression may be evident in 

some countries where conflict and civil unrest is rife, yet the incidence of social problems 

relating to suicide, depression, or alcohol addiction may not be as concomitantly apparent. 

Conversely, these social problems may be rife in some countries that are not characterised 

by conflict or unrest.  

 

There is empirical support for these possibilities. Durkheim ([1897] 2002) reasoned that 

suicide rates drop when individuals close ranks and confront a common danger. This view 

was supported by the observations of MacMahon, Johnson, and Pugh (1963), who 
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examined data on suicide rates in the United States and noted a decline during the Second 

World War. Somasundaram and Rajadurai (1995) also provided concurring evidence 

during the conflict in northern Sri Lanka. It is likely that during times of civil disorder and 

conflict, people band together and become most preoccupied with safety and survival. The 

incidence of depression and suicide, which Powell (1958) ascribed to feelings of anomie or 

meaninglessness, have little occasion to ‘rear its ugly head’ in times of disorder and 

conflict. On this basis, the infrequent occurrence of both civil disorder and social problems 

led them to be treated as two separate constructs of societal welfare. 

 

Discussion of Results – The Structural Model 

 

The results emerging from the analysis of the structural model indicated that four of the six 

research hypotheses were supported. Overall, this outcome is encouraging because the 

findings provide a framework to explain the role that openness plays in societal welfare. 

Results of hypotheses testing are discussed in the following paragraphs. 

 

Hypothesis 1 

 

Results confirmed the negative association between dependency and openness, which 

implies that the more a country occupies a peripheral position in the world system, the less 

open it is. There are two viable explanations for this association. The first is supportive of 

the perspective of dependency theorists (e.g. Bornschier & Chase-Dunn 1985; Chase-Dunn 

1975; Cockcroft, Frank & Johnson 1972; Kurtz 2004; Prebisch 1950; Wallerstein 1974b). It 

is thought that a peripheral country, which is overly dependent on export receipts and/or 
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foreign development aid from other countries, may have to relinquish some of its 

sovereignty to the destabilising influence of international markets. This influence may 

constrict openness in several aspects of society, such as the political and economic systems. 

For instance, Kurtz (2004) argued that citizens in a peripheral country may be less inclined 

to participate in political and associational life because government policies can be 

undermined by the needs of free-market enterprise or foreign investors. In addition, several 

researchers found that aid dependence weakened government accountability and 

transparency, while increasing corruption (Brautigam 1992; Knack 2001; Svensson 2000a). 

Brautigam (1992) maintained that foreign aid makes recipient governments shift its 

accountability away from the citizens and towards the aid donors.  

 

Scholars have also contended that dependency tends to shift the allocation of economic 

opportunity away from the masses and towards foreign corporations and local elites 

(Chase-Dunn 1975; Galtung 1971; Szymanski 1976). Their thesis is that governments in 

peripheral countries tend to direct the flow of resources to export sectors linked to foreign 

interests and local bourgeoisie; consequently, denying other sectors of development where 

a greater proportion of the indigenous population can potentially benefit. In the context of 

this study, such policies serve to restrict the pursuit of economic self-interests of many 

individuals, thus effectively constricting openness in the external and internal economic 

systems.  

 

Both Galtung (1971) and Hammer (1984) made compelling suggestions that greater 

dependency has also shifted the development of the transportation and communication 

infrastructure in favour of foreign interests. Infrastructure planning and labour force 
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organisation have tended to prioritise the transportation and export of raw materials over 

the needs of the general population. Galtung (1971) went further to suggest that the 

dynamics between core and peripheral states also influence the creation and flow of 

information, as well as press freedom. He observed that scientific teams from core states 

collect data in peripheral states and repatriate it back to the core states for data analysis and 

theory formulation. This information is then re-exported to peripheral states in the form of 

books and periodicals. On this basis, it appears that the dependency theory remains a valid 

explanation of why dependency is negatively associated with openness in different systems 

within a society.  

 

An alternative explanation for this relationship relates to the notion that the more 

economically developed a country is, the more it has policies that can facilitate greater 

openness. This implies that developed countries (core states) resemble the Open Society to 

a greater extent than underdeveloped countries (peripheral states) do. The Rostovian 

perspective on development purports that there are certain pre-conditions that need to be 

met before economic growth can ‘take-off’ (Rostow 1971). Some pre-conditions are 

characteristic of the operationalisation of openness proposed in this study. Rostow (1971) 

theorised that historically, countries that engaged in the secularisation and diversification of 

production were able to enjoy high economic growth. With regards to secularisation, 

Rostow attributed the success in revolutionising production methods to critical dualism 

among the masses (in the same manner as Popper did in his work on the Open Society). A 

cultural shift towards critical dualism brought about the end of tribalism and feudalism, 

both of which restrained individual entrepreneurship. He reasoned that as education became 

more secular and individuals were allowed to pursue their own economic self-interests, the 
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industrial base began to diversify as countries entered more manufacturing sectors. As the 

economy grew through continual innovation, people were more concerned about comfort, 

and this in turn ushered in the age of high mass consumption. At this point, many policies 

were instituted to promote greater equality and individual freedom. 

 

Given that Rostow presented his thesis based on historical events involving industrialised 

countries (core states), this perspective is a viable explanation of why countries that are less 

dependent tend to possess greater openness in several aspects of society. Other researchers 

have presented their own findings which might suggest that economic development is 

pertinent to openness (Thorelli & Sentell 1982). For example, Thorelli and Sentell (1982) 

noted that the extent to which the distribution and marketing infrastructure is developed 

was reflected in the level of economic development of a country. They observed that people 

enjoyed greater prosperity in larger markets where the transportation and communications 

infrastructure and marketing channels were well-developed. Trade or market activities were 

also more efficient. 

 

Inglehart and Baker (2000) also found that industrialisation is linked to changes in the 

cultural system, some of which include greater equity in gender roles, growing emphasis on 

self-expression, and broader political participation. In an extensive review of the World 

Values Survey, Inglehart (1997) revealed that most of the countries which he characterised 

as having secular-rational values were in fact, rich countries. Respondents in these 

countries tended to be more tolerant of other sub-cultures or outgroups, have less 

protectionist attitudes toward foreign trade, expressed higher levels of faith in science and 

technology, and were also less religious. Inglehart (1997) also noted that most rich 
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countries were also secular and democratic societies. Lipset (1959) shared the view that 

wealthy countries had the surplus to institute policies that facilitated greater political 

participation, social mobility, free flow of information, and greater tolerance.  

 

The two perspectives discussed above are plausible explanations for the confirmation of 

Hypothesis 1. However, I would like to make note of two issues. Firstly, the association 

between dependency and openness is not meant to infer causality. I am not able to tell 

whether greater dependency causes a country to exhibit less openness; hence, I have offered 

two possible explanations. Secondly, it should also be noted that greater dependency does 

not always imply that a country is less economically developed. Countries such as Taiwan, 

Singapore, and Hong Kong are categorised by Chase-Dunn et al. (2000) as semi-periphery 

countries even though their economies are larger than that of some core countries such as 

New Zealand and Ireland. Their assessment was made on the basis of several factors, 

including how trade-dependent these countries are. 

 

Hypothesis 2 

 

Results showed that there was no significant relationship between dependency and equality, 

which contradicts an aspect of the dependency theory argument, which maintains that the 

concentration of development activity in the exporting of raw materials tends to benefit the 

local elites in periphery states disproportionately more than the working class. Sunkel 

(1973) claimed that the connections of ruling elite in periphery states with transnational 

corporations in core states create a political structure that suppresses demands for higher 

wages and prevents the development of a local bourgeoisie. Moreover, Beckford (1971) 
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and Frank (1969) argued that the expansion of these export sectors divert resources away 

from the diversification of the production base to create more economic opportunities. This 

view was not supported in this study and there are two possibilities for this. 

 

One possibility for this result is that historical observations of economic conditions, upon 

which dependency theorists developed their position on income inequality, are dissimilar to 

those in the present day. The theory was developed based on historical observations in 

underdeveloped countries leading up to the late 1950s (e.g. Baran 1956; Frank 1969; 

Prebisch 1950). More recent data show that global income inequality (both intra-country 

and inter-country inequality) has declined markedly since then (Sala-i-Martin 2006). 

Advances in manufacturing technology have now enabled countries to leapfrog into higher 

value export sectors, thus creating positions that pay higher wages (Soete 1985). This is 

particularly true as transnational corporations increasingly shift manufacturing operations 

from core to periphery states.  

 

This explanation lends some credence to the neo-classical economic perspective on the 

gains from foreign trade and investment (e.g. Edwards 1993; Ricardo [1817] 1911). This 

school of thought suggests that since the inflow of foreign capital can help establish new 

industries and increase demand for land, labour, and raw materials, it has the propensity to 

decrease income inequality. Even if it is in particular export sectors, income generated from 

the entrepreneurial class in new industries can ‘trickle down’ and spread across more 

evenly to the working class. This perspective implies that a positive relationship between 

dependency and income inequality should be expected; yet this effect was also not present 

in the data. 
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On this basis, a second possible reason for Hypothesis 2 not being supported may be due to 

the confounding effects present in the data. The neo-classical economic position on the 

dependency-inequality relationship may differ to that of the dependency theorists (Chase-

Dunn 1975); however, it is possible that evidence of both propositions can be found in the 

data and that one effect has offset the other. Just as how the neo-classical economists 

described, income inequality may be lower in some countries that are benefiting from 

increasing trade or aid dependency; yet there may be other countries, where inequality is 

sharper because of events foreshadowed by dependency theorists. Tsai (1995) found 

regional differences in the link between dependency and income inequality and that some 

countries appeared to be more harmed by foreign investment than others. This may be a 

reason why the study arrived at the same conclusion that Chase-Dunn (1975) did, that is 

there is no significant relationship between dependency and equality. 

 

Hypothesis 3 

 

Results indicated that openness was positively related to equality, implying that the more a 

country resembles the Open Society, the greater the economic equality amongst its people. 

Since research on openness has been sparse, this finding is encouraging primarily because it 

provides early empirical evidence of benefits of being a more Open Society. It appears that 

in general, openness in different systems within a country can reduce income inequality 

because the underlying mechanisms have ‘distributional qualities’ about it. In other words, 

the policies and institutions that characterise a more open country appear to facilitate a 

more balanced and equitable distribution of opportunity or welfare. 
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Some measures of openness reduce income inequality by providing greater access to 

economic participation. Since openness in the external economic system is characterised by 

factors which enable greater access to trade (e.g. procedures and days required to imports or 

exports), an increase in openness is effectively an increase in opportunities to pursue both 

economic self-interests and higher wages/profits. Results suggest that such an increase 

serves to reduce income disparity in a society. Likewise, greater openness in the internal 

economic system is indicant of increased access to economic participation (e.g. lowering 

the time and cost of establishing a business), resulting in greater equality. Proponents of 

free trade and free markets have provided several accounts supporting the notion that 

increased economic participation reduces income inequality (e.g. Dollar & Kraay 2002; 

Held et al. 1999). Increased openness in the marketing system can also reduce income 

inequality through improvements in the distribution infrastructure. Researchers have argued 

that the expansion of the transportation and communications infrastructure to rural or 

underdeveloped areas will help connect the poor to centres of economic activity, thus 

reducing income inequality (Calderon & Serven 2004). Improvements in the transportation 

infrastructure in poorer regions also have the benefit of reducing production and transaction 

costs and distributing surplus goods more evenly (Biswanger, Khandkur & Rosenzweig 

1989).  

 

Some measures of openness reduce income inequality by providing equal or more 

equitable redistribution of income and opportunities. Since openness in the political system 

is characterised by factors relating to democratic rights, political pluralism, and government 

accountability, an increase in political openness is likely to lead to more equitable income 
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redistribution. Reuveny and Li (2003) reasoned that democratic leaders, who are 

accountable to voters, are inclined to improve the economic well-being of the lower and 

middle classes through redistributive policies, such as welfare spending and progressive 

taxation. Similarly, cultural openness factors such as those related to freedom (e.g. freedom 

of expression and press freedom) and equal opportunity (e.g. female school enrolment and 

participation rates) provide more opportunities to disadvantaged, minority, or non-

mainstream groups to register their concerns and pursue their interests. It has been found 

that a balanced redistribution of human capital can decrease income inequality (Fleisher, Li 

& Zhao 2010). 

 

Hypothesis 4 

 

Results confirmed the positive association between equality and trust; meaning that greater 

income equality is concomitant with higher levels of trust in society. This finding provides 

further empirical support for a relationship that has been confirmed in previous studies 

(Kawachi et al. 1997; Kennedy et al. 1998; Rothstein & Uslaner 2005). Given that the 

conceptualisation of trust in this study is predicated upon individuals identifying or 

associating with others who may be different to themselves, there is a reasonable 

explanation for why equality is positively associated with it. 

 

In cases where equality is high, the more people perceive that they are of equal standing to 

most others, the more they feel a sense of shared fate (Uslaner & Brown 2005). This sense 

of solidarity is likely to lead to greater cooperation and willingness to help others who are 

disadvantaged (Rothstein & Uslaner 2005). It is also possible that where equality is more 
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widespread, there is a greater sense of optimism and individuals find it less risky to trust 

strangers (Uslaner 2002). In cases where inequality is high, the hierarchical socioeconomic 

structure may breed apathy and suspicion between classes.  

 

Persistent income inequality has a polarising effect where people on either ends of the scale 

stick to those in the same socioeconomic class. Those at the lower end of the income scale 

may perceive injustice in a social system that advantages others at their expense; 

consequently, they may feel a sense of hopelessness and may be less inclined to participate 

in associational life, especially those involving cooperation with members of other classes 

(Rothstein & Uslaner 2005). Those at the higher end of the income scale may look at 

economically-disadvantaged groups with suspicion. Such suspicion and fear, as well as a 

lack of trust, characterise societies that adopt an overly punitive attitude toward criminals, 

thus resulting in higher imprisonment rates (Coburn 2000; Fukuyama 1995). Not 

surprisingly, Wilkinson and Pickett (2009) confirmed that imprisonment rates are higher in 

countries with greater income inequality. 

 

Hypothesis 5 

 

Results also confirmed a positive relationship between trust and the lack of civil unrest in 

society, thus implying that as the level of trust increases in a country, the rate of mortality 

or casualty attributable to civil disorder, aggression or war declines. This finding provides 

concurring support for previous claims that a higher level of trust is associated with lower 

levels of crime and violence (Kawachi, Kennedy & Lochner 1997; Kennedy et al. 1998). 

Kennedy et al. (1998) observed a negative relationship between social cohesion and 
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firearm-related homicide and assaults and reasoned that if participation in associational life 

declined in a community, the ability to reinforce norms against violence is likely to 

diminish. Both Anderson (1990) and Wilson (1987) suggested that formal and informal 

organisations, such as religious groups and neighbourhood associations create a social 

buffer between members of different socioeconomic classes that can help reduce the 

incidence of suspicion and interpersonal conflict.  

 

Colletta and Cullen (2000) proposed that such social organisations that bridge different 

groups are the inclusive mechanisms required to mediate or manage conflict before it 

escalates into violence. Their assertion implies that if the trust which is indicant of civic 

participation in these organisations is not present, then the potential for violent conflict is 

greater. They observed that in cases of war-torn countries (with large populations of 

refugees and displaced persons) such as Cambodia, Rwanda, and Somalia, many 

communities did not have sufficient horizontal or vertical bridging associations in place to 

prevent the escalation of violence between conflicting groups. On this basis, I think that this 

link between trust and societal welfare is theoretically justified. 

 

Hypothesis 6 

 

Results revealed a negative relationship between trust and the lack of social problems (i.e. 

suicide, depression, alcohol addiction), which seem to contradict evidence of the social 

health benefits arising from trust presented in previous studies (e.g. Durkheim [1897] 2002; 

Helliwell 2007; Rose 2000). It is purported that those who trust others, have associations 

and connections that help to either prevent mental health and social problems by reducing 
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feelings of isolation or better monitoring of the symptoms of these problems at the onset. 

Contrary findings in this study might suggest that this relationship is perhaps more complex 

than many researchers have acknowledged. Upon further reflection, it is possible that the 

social benefits of trust may not be the same for everyone and may depend on the type of 

trust developed.  

 

There is empirical evidence to suggest that trust or social cohesion may be better at 

preventing social problems relating to suicide or depression in richer, middle-class 

communities than it is in poorer, working-class communities (Cattell 2001). This variation 

is due to the capacity of participation in associational life to generate more work or 

economic opportunities. Both Cattell (2001) and Caughy et al. (2003) found that in some 

impoverished communities, civic participation did not help to prevent or reduce the 

incidence of mental health problems when opportunities for paid work were still limited. In 

contrast,  Granovetter (1973) observed that in communities where poverty is not an issue, 

networking activities in civic participation can give rise to better job opportunities. These 

findings point to the fact that perhaps economic opportunity is more influential than social 

cohesion in preventing social problems. 

 

Increased trust, which is manifest in civic participation and volunteerism, may give some 

people a sense of social cohesion and solidarity in membership but may serve to exclude 

others who are not involved or perceived to be part of the group. On this basis, there are 

two possible reasons why a higher level of trust increases the incidence of social problems. 

Firstly, participation in associational life and volunteerism is not uniform. Positive effects 

of trust may indeed operate in some segments of the community where participation is 
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high, but this may serve to obscure the effect that inadvertent social exclusion has on other 

segments. Stole (1998) reported that some community organisations that increased trust 

among members also make them less trusting of those who do not belong to the 

association. Those not part of the membership may feel isolated and excluded from the 

pattern of everyday activities (Townsend 1979), and this in turn may increase the incidence 

of mental health problems (Cattell 2001). Secondly, it is possible that in communities or 

countries with higher levels of trust, there is a tendency for some people to assume that 

others can likewise be trusted to be independent and take care of themselves. Faith in others 

may indeed be a ‘discharge’ of the obligation to watch over one another. This implies that 

more people may be left unmonitored, including those who suffer from social problems 

such as depression and substance abuse. Whilst trust may not be the cause of these social 

problems, the lack of vigil may cause many symptoms to go undetected. 

 

These arguments point to the fact that the type of trust matters. An interpersonal trust that 

fosters close relationships or friendships is likely to be more effective in preventing social 

problems than the type of trust involved in the association of strangers through 

volunteerism. Research has shown that the latter type of trust, sometimes referred to as 

structural social capital, does nothing to reduce the incidence of depression (Fujiwara & 

Kawachi 2008), and in some cases, actually increases it (Mitchell & La Gory 2002). 

Kushner and Sterk (2005) argued that the mere participation in community activities does 

not translate to better outcomes and it is the quality of relationships that is paramount in 

understanding the link between trust and societal welfare. While I concur with this view, 

the measurement indicators of trust used in this study do not assess the quality of 



 
 

  179

interpersonal interactions. A more detailed investigation of this relationship represents an 

opportunity for future research. 

 

Implications for Researchers 

 

In this study, I undertook a literature review that culminated in a proposed conceptual 

definition and a broad conceptualisation of openness. Subsequently, I proposed a 

conceptual model and measurement model, both of which were empirically tested. The 

outcome of each undertaking bears implications and value for both researchers and 

practitioners or policymakers. I begin this section by discussing the implications of the 

proposed definition and operationalisation of openness.  

 

Definition and operationalisation of openness 

 

Despite references to openness being quite common, the concept has not received much 

attention in research. Prior to the present study, openness was poorly defined and as a 

result, the word became imbued with many value statements which made it open to 

interpretation. Researchers and observers would deem some regimes or cultures to be 

‘open’, while others ‘closed’ (or less open); however, they do so rather subjectively. Since 

a conceptual definition of openness was not forthcoming, these terms were used 

interchangeably with a range of other terms which include ‘transparent/corrupt’, 

‘free/oppressive’, ‘progressive/backward’, ‘outward/inward’, and ‘capitalist/communist’. 

A conceptual definition of openness proposed in this study may provide researchers with 

some clarity on how the term should be used and how it can be operationalised in research. 
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The concept of openness was also theoretically underdeveloped outside of the realm of 

trade economics. For example, the term openness was used widely by political observers to 

infer transparency in governance (e.g. Hein 1989), but its conceptualisation and 

operationalisation were not pursued in research to any great length. Even in economics and 

trade, the interpretation of openness as an economic construct itself has been confined to 

the extent of international trade activity (e.g. Anderson 2005; Barro 2000; Dollar 1992) and 

the extent to which trade is free (e.g. Edwards 1998; Sachs & Warner 1995). The 

conceptual definition proposed in this study has provided the basis for further development 

across six different systems or aggregations of activity within a society. A more 

comprehensive and wide-ranging conceptualisation of openness may encourage more 

research in this area as it spans a broader range of research interests.  

 

Measurement model 

 

Having operationalised openness in six aspects of society, the measurement model was 

later found to be psychometrically acceptable. This is perhaps the first measure of country-

level openness that encompasses a broad range of characteristics. Although Sachs and 

Warner (1995) created an index of openness, they were primarily concerned about trade 

openness. Since then, the theoretical development and measurement of openness has not 

progressed beyond the confines of trade. Researchers can use this measure as a summary 

indicator for a range of different interests. For example, the level of openness in the 

external economy is indicant of not only a country’s proclivity towards free trade and trade 

in general, but also of policies that facilitate trade. The openness score in the internal 
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economy provides an impression of the ease of doing business in a particular country. A 

high score on this index also reflects a government that is actively engaged in the interests 

of its citizens while affording them the opportunity of political participation. A high level 

of cultural openness indicates a favourable disposition towards change that is not 

suppressed by religious or government controls. The extent to which knowledge is created 

and disseminated is also captured in the openness score. Finally, the measure incorporates 

information about the extent that goods, services, and information are able to flow freely 

within a country. The breadth of this construct in the present study renders it suitable for 

researchers who want a general or summary indicator of the nature of a country’s policies, 

institutions, and national character. 

 

Since this measure was designed to apply to as many countries as possible, researchers can 

use it to make cross-country comparisons. Openness is a relevant construct that may help 

researchers and policymakers characterise and understand differences between 

governments and societies around the world. As previously mentioned, the measure of the 

higher-order openness variable can be used as a summary indicator of the extent of overall 

openness in a particular country. In addition, researchers can use the measures for the first-

order openness variables to assess differences in the level of openness within the same 

country. As an example, future research may aim to illustrate that some countries can be 

more open in some areas (e.g. external economic system) but less open in others (e.g. 

cultural system). 

 

Finally, the operationalisation of openness in the marketing system may help advance 

research in the field of macromarketing. A review of the marketing literature suggests that 
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the number of country-level measures of marketing activity is sparse. This constraint may 

have restricted the number of cross-country comparative studies on marketing systems that 

can be undertaken. In this respect, the proposed measure of marketing openness provides 

macromarketing researchers with two benefits. Firstly, macromarketing researchers can use 

this measure as a summary indicator of the nature of marketing activity in a country. 

Secondly, this measure may enable some researchers to further their inquiry into the 

interaction between marketing systems and societal welfare.  

 

Besides openness, the proposed measure of trust also serves to enhance the range of 

measures available to researchers for their research, particularly in a multi-country setting. 

Whilst there have been some studies comparing levels of trust between countries 

(Bjornskov 2006; Rothstein & Uslaner 2005; Zak & Knack 2001), the present study was 

able to address two shortcomings inherent in these studies. Firstly, compared to existing 

measures of trust, there are more data available for the measurement indicators featured in 

this study. Cross-national studies, such as those by Rothstein and Uslaner (2005), were 

often limited to one source of survey data on trust, namely the World Values Survey. As a 

result, the sample size in their study was limited to the number of countries covered in the 

World Values Survey (maximum of 80 countries in a single wave of collection). For the 

measure of trust proposed in this study, data were available for over 168 countries.  

 

Secondly, the ‘ecological fallacy’ or issue of aggregation is less of a problem with the 

proposed measures of trust than it is with measures used in the past. This problem occurs 

when responses from individuals may not be suitably extrapolated to an aggregate of 

people. Since it is more evident in survey data, past studies that use survey responses to 
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measure trust (e.g. World Values Survey – multi-country, General Social Survey – United 

States) are likely to be affected. The use of more objective indicators or statistical data at 

the country level may be more appropriate when making inferences about a country. 

Admittedly, some studies have used volunteer statistics to measure trust (e.g. Paxton 1999; 

Putnam 2000); however, volunteer statistics are often not reported or not readily available 

for many countries. This limitation, in turn, constricts the scope of comparative studies on 

trust. Since the measurement model for trust proposed in this study uses country-level 

statistics which are available for a large number of countries, it overcomes the limitations 

inherent in the examination of a variable that is an increasingly important in social sciences 

research.  

 

In a similar vein, the measure of dependency proposed in this study is a reasonable 

contribution to the range of measures used in sociology (e.g. Boswell & Dixon 1990; Kick 

et al. 2000; Snyder & Kick 1979). There are two reasons for this. Firstly, compared to 

existing measures, data on the share of world trade and aid received per capita are available 

for more countries worldwide. Secondly, the measurement scale for the current construct is 

continuous and offers benefits over classifications that are categorical in scale. Nonetheless, 

this measure will have to be reviewed in future studies as the Chase-Dunn et al. (2000) 

classification, which forms part of the construct, was performed based on pre-2000 data and 

may be at risk of being outdated in the long-run. 
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Structural model 

 

Both Bergson ([1935] 1977) and Popper (1966) described the Utopian values of the Open 

Society to some great length, but until now there appears to be little research concerning its 

effect on society. This study has provided early empirical evidence of the role openness 

plays in improving societal welfare. The openness-equality-trust links demonstrated that 

countries that pursue the libertarian ideals of the Open Society may be somewhat better off 

because the lack of disparity among its people promotes peace and goodwill. The findings 

suggested however that in such a country, social problems relating to mental health can also 

be rife. From this study, one would have to conclude that the reality of managing the 

wellbeing of society is confounding and that the libertarian ideology alone cannot fully 

account for it. 

 

Findings in this study also provided fresh evidence for some parts of the dependency 

theory. The negative association between dependency and openness might suggest that 

there is some credence to the claim that the structure of exchange in the current world 

system favours some countries and not others. Disadvantaged countries in the world system 

appear to be worse off because their dependency may not allow them to institute the 

policies required to give rise to greater economic equality. This seems to imply that 

although the libertarian ideals of the Open Society are a worthwhile pursuit, some countries 

are precluded from doing so because their low position in the world system.  

 

In this respect, the study makes a noteworthy theoretical contribution because it presents an 

empirically-tested framework that incorporates two different perspectives, namely the 
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dependency theory and the libertarian ideology. These two views are often perceived to be 

opposing positions on the issue of economic liberalisation. The dependency theorists argue 

that countries dependent on aid and trade have much to lose if they pursued more openness 

(e.g. Chase-Dunn 1975; Frank 1969; Prebisch 1962), while the libertarians claim that 

openness is unconditionally better for all countries (e.g. Friedman 1962; Hayek 1944; 

Myrdal 1957). Findings support the merit of both positions, which point to a possibility that 

some countries could stand to benefit from liberalisation but are just not able to do so 

because those governments appear to be ‘locked’ into policies that do not promote freedom 

and opportunity.  

 

Bremmer (2006) provided accounts of countries that appeared to lead a stable existence 

under a ‘closed’ (less open) regime. Despite global pressures to liberalise, governments in 

these countries often did not have the will or political capital to implement reforms. It 

happens that these countries (e.g. Iraq, Iran, Saudi Arabia) are also characterised by high 

dependency. Some governments in countries which were previously highly dependent (e.g. 

Vietnam and China) recognise that liberalisation can be a painful but necessary process; 

consequently, they are selectively implementing reforms necessary to achieve greater 

economic equality. The conceptual model proposed in this study provides researchers with 

a framework that explores the complex interaction between policy and societal welfare. It is 

hoped that this framework will serve as a point of departure for future research to 

investigate this interaction in more detail. 
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Implications for Practitioners 

 

The present study makes its practical contributions primarily on two fronts. First and 

foremost is the establishment of a country-level openness measure that spans several 

contexts. Apart from general observers, this measure would be of interest to those involved 

in foreign policy and international investment. The second practical contribution is an 

improved understanding of how policies that relate to openness can improve societal 

welfare. This may be of particular value to reform-minded policy makers. 

 

The creation of an openness score and ranking enables the general observer to make a 

summary assessment of the nature of policies in a particular country, as well as 

comparisons with other countries. Since the measure of openness also encompasses 

indicators of openness in six different systems, it can provide a comprehensive picture of 

the extent of freedom and opportunity within a country (or that is the extent to which the 

country resembles the Open Society). Table 29 below lists all 188 countries in the sample, 

ranked in descending order by the openness score. 
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Table 29: List of Countries Ranked by Overall Openness Score (in descending order) 
Rank Country Rank Country Rank Country Rank Country Rank Country 
1 United States 39 Barbados 77 Micronesia 115 Sao Tome & Principe 153 Uzbekistan 
2 Denmark 40 Cyprus 78 Brazil 116 Paraguay 154 Kazakhstan 
3 Sweden 41 Romania 79 Samoa 117 Gabon 155 Mozambique 
4 New Zealand 42 Dominica 80 Maldives 118 Bolivia 156 Nepal 
5 Norway 43 Chile 81 Macedonia 119 Lesotho 157 Tanzania 
6 United Kingdom 44 Greece 82 Saudi Arabia 120 India 158 Syria 
7 Australia 45 Poland 83 Suriname 121 North Korea 159 Sudan 
8 Canada 46 Trinidad & Tobago 84 Jordan 122 Fiji 160 Nigeria 
9 Finland 47 Bahrain 85 Lebanon 123 Bangladesh 161 Laos 
10 Germany 48 Taiwan 86 Montenegro 124 Morocco 162 Myanmar 
11 Ireland 49 Panama 87 Tonga 125 Venezuela 163 Djibouti 
12 France 50 Seychelles 88 Brunei Darussalam 126 Iran 164 Uganda 
13 Japan 51 Bahamas 89 Botswana 127 Papua New Guinea 165 Tajikistan 
14 The Netherlands 52 U.A.E 90 Peru 128 Timor Leste 166 Angola 
15 Iceland 53 Mauritius 91 Albania 129 Ghana 167 Togo 
16 Switzerland 54 Palau 92 Tunisia 130 Cuba 168 Malawi 
17 Austria 55 Croatia 93 Columbia 131 Guatemala 169 Equatorial Guinea 
18 Luxembourg 56 Grenada 94 Namibia 132 Vietnam 170 R. of Congo 
19 Singapore 57 Bulgaria 95 China 133 Algeria 171 Ethiopia 
20 Belgium 58 Mexico 96 Ukraine 134 Madagascar 172 Guinea 
21 Estonia 59 Malaysia 97 El Salvador 135 Swaziland 173 Zimbabwe 
22 Hong Kong 60 Jamaica 98 Armenia 136 Eritrea 174 Burkina Faso 
23 Italy 61 Qatar 99 The Philippines 137 Turkmenistan 175 Rwanda 
24 Spain 62 Marshall Islands 100 Sri Lanka 138 Kenya 176 Mali 
25 Portugal 63 Uruguay 101 Honduras 139 Haiti 177 Cameroon 
26 South Korea 64 South Africa 102 Moldova 140 Somalia 178 Burundi 
27 Hungary 65 Georgia 103 Vanuatu 141 Senegal 179 Liberia 
28 Israel 66 Argentina 104 Belarus 142 Comoros 180 Cote d'Ivoire 
29 Slovenia 67 Turkey 105 Solomon Islands 143 Azerbaijan 181 Niger 
30 Antigua and Barbuda 68 Costa Rica 106 Egypt 144 Gambia 182 Guinea Bissau 
31 Latvia 69 Dominican Republic 107 Guyana 145 Bhutan 183 Sierra Leone 
32 Lithuania 70 Thailand 108 Nicaragua 146 Benin 184 Iraq 
33 St Kitts & Nevis 71 Serbia 109 Libya 147 Zambia 185 D.R. of Congo 
34 Slovakia 72 Kiribati 110 Oman 148 Mauritania 186 C. African Republic 
35 Malta 73 Belize 111 Indonesia 149 Kyrgyz Republic 187 Chad 
36 St Vincent & Grenadines 74 Cape Verde 112 Ecuador 150 Pakistan 188 Afghanistan 
37 Czech Republic 75 Mongolia 113 Russia 151 Cambodia   
38 St Lucia 76 Kuwait 114 Bosnia and Herzegovina 152 Yemen   
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For foreign policy makers and investors, the measure of openness may also be used to 

indicate risk, particularly as the political economy of the world becomes more global. As 

Bremmer (2006) suggested, countries with governments that are autocratic and isolationist 

are coming under heavier pressure from foreign influence to adopt more open policies. 

Increasingly, as communication technologies enable people to share ideas amongst 

themselves and others from outside the country, these governments will be pressured 

towards economic reform and liberalisation. It has been foreshadowed that such a transition 

is accompanied by political conflict and social upheaval, particularly for countries that have 

been historically ‘closed’ (Bremmer 2006). These events represent greater security and 

investment risks, which are not present in countries that have been more open in the past.  

 

On this basis, investors can use the summary indicator of openness to characterise country 

risk in the event of any economic and political transition. The openness score or ranking 

can also serve as a proxy for a government’s orientation on foreign investment. Investors 

can also use it to benchmark a particular country with others in the same region of interest. 

Policymakers involved with promoting democracy and liberalisation in different countries 

can use the six first-order openness measures to identify areas that need prioritising in the 

foreign policy agenda. In such cases, foreign policy is likely to be driven by more detailed 

country reports; however, the openness scores can provide an objective basis for 

understanding and improving both socio-economic and policy conditions. 

 

For indigenous policy makers intent on reform, the openness scores can be used to 

benchmark their country with other countries. Benchmarking can be useful in identifying 

which countries can be a source of good practices in instituting policies that promote 
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greater openness. In this respect, the openness scores can be used in conjunction with other 

existing indices, such as the Index of Economic Freedom published by the Heritage 

Foundation or the Index of Democracy published by the Economist Intelligence Unit, to get 

a more complete picture of the country’s relative performance. 

 

Changes in openness scores can also help stimulate policy debates and identify areas that 

require the most urgent reform; therefore, it should be noted that longitudinal data needs to 

be collected in the future. Whilst data for the openness indicators are generally available, 

this implies that the statistical capacity and reporting for some countries need to be 

improved. There will probably be a need for coordination between national statistical 

agencies to standardise definitions and methodologies for collecting data. As data become 

more readily available, openness scores can then be updated and tracked periodically. The 

availability of longitudinal data on openness will also enable analysts and policy makers to 

detect trends and comment on them.  

 

Findings from the structural model provide policy makers a better understanding of the 

types of reforms required to reduce income inequality, and ultimately improve societal 

welfare. A study of openness is an excellent starting place from which to reflect on the 

fundamental principles of liberty and freedom. Government policies should then promote 

these principles because it brings about a greater sense of equality among citizens; 

however, it may be important for policy makers to understand which specific areas of 

policy have a greater demonstrable effect on equality and prioritise reform accordingly. The 

reform process needs to be gradual because substantive reform can be risky and requires 

large amounts of political capital (Bremmer 2006). As a result, some governments such as 
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those in Vietnam and China are increasingly pragmatic and selective of the types of 

openness they want to pursue. In the interest of reducing income inequality through greater 

economic participation, the governments in transition economies allowed the liberalisation 

of the market and consumer culture, but maintained control by rejecting political pluralism 

(Shultz & Pecotich 1997). This study may not have provided any findings to support this 

approach to reform, but it has presented a suitable conceptual framework to investigate this 

issue further. 

 

Limitations of This Study 

 

This study is subject to several limitations inherent in the areas of research design and 

measurement. The research design chosen was a multi-country, cross-sectional study using 

secondary data. Whilst this research design was appropriate for the proposed research 

objectives, it had a few shortcomings. The first shortcoming related to the reporting year or 

the year that the data pertained to. In a cross-sectional study, it is ideal for the reporting 

period to be the same for all countries for each indicator; however, there were 

inconsistencies in reporting years not only because the statistical data were drawn from 

several sources, but also because different countries had different reporting years even 

within the same variable. A consideration for data collection was that it should be for the 

narrowest range of years possible. As a result, most of the data selected pertained to the 

year 2007 because data were available for the most number of indicators for that year. 

Where data were not available for 2007, I collected data from within +/-2 years of 2007. 

The problem of not having identical reporting years is not likely to confound the results 

because the societal subsystems were stable over this time period. It should also be noted 
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that the characteristics of these systems, such as the cultural system, are ‘sticky’ and take a 

long time to change. 

 

Another shortcoming related to data availability. For most of the proposed measurement 

indicators, less than 5% of values were missing; nonetheless, 23 indicators had more than 

5% missing and some indicators had up to 35% missing. Missing values were estimated 

using the EM algorithm such that the means and standard deviations did not differ 

significantly from those before the estimation. Nonetheless, it would be ideal to have the 

least number of missing values possible. It is hoped that as some countries improve its 

statistical capacity, future studies would not have to contend with this issue. 

 

A shortcoming of cross-sectional studies is that no inferences can be made about the chain 

of causality between variables because the data analysed pertain to a single point in time. 

The relationship between dependency and openness is an example, where a negative 

association was found; however, it is not known whether increased dependency (and 

foreign influence from core states) caused some aspects of society to be less open or if the 

lack of openness inherent in a country’s economic and political system (corrupt government 

that favours ruling elite and bourgeoisie) resulted in greater reliance on foreign aid and on 

very few trading partners. In this respect, there are some countries such as China and Cuba, 

which were once heavily reliant upon foreign capital and subjected to exploitation by core 

states as a result, later adopted Marxist and isolationist policies that made it less open. 

Since the legacy of these policies is still evident today, it suggests that there may be a 

lagged effect in the dependency-openness link. Ideally, the use of a longitudinal research 

design can be used to assess the time-ordering of events and enable the researcher to make 
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some causal inferences. Since the concepts proposed in this study are somewhat ‘sticky’ as 

they are relatively stable over time, it is also recommended that the data collected should 

pertain to longer periods of time. 

 

The analysis of the measurement model has highlighted both the imperfections and iterative 

nature of the measurement process. The measurement process in this study had several 

shortcomings. Firstly, measurement was constrained by data availability; consequently, the 

number of measurement indicators and latent variables that can be proposed in this study 

was also limited. This limitation was also due to the risk of indeterminate solutions since 

the sample size is restricted to 188 countries. A small sample size, in turn, precludes the use 

of large-sample procedures such as covariance-based structural equation modelling. 

 

The second shortcoming of the measurement process is the lack of available indicators for 

the proposed operationalisation of openness. For example, the conceptualisation of 

openness in the cultural system included an important dimension, namely the rigidity of 

social hierarchy in a society. Unfortunately, no measurement was proposed because there 

was no cross-country statistical or survey data available for social mobility. In another 

example, equality could only be measured with indicators of income inequality because 

there were few other indicators of equality where data were available.  

 

In some cases, the indicators chosen for this study were not entirely appropriate. Upon 

reflection, it appears that the measurement indicators for openness in the knowledge system 

were more indicative of the creation of knowledge rather than the dissemination of 

knowledge, the latter of which adheres more closely to the proposed operationalisation. In 
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another example, the measures for openness in the internal economic system did not have 

sufficient convergent validity. Several indicators were also dropped after preliminary data 

analysis because they did not possess satisfactory psychometric properties. These results 

illustrate the imperfections of the measurement process and the problems that researchers 

face when using secondary data. For future research, there may be a need to improve the 

measurement model by incorporated more relevant indicators.  

 

Finally, it should be noted that the ‘ecological fallacy’ or problem of aggregation may be 

inherent in most cross-sectional studies using country-level secondary data. This problem 

occurs when responses are collected at the individual level but are used to make inferences 

about an aggregate of individuals or a country. Such inferences or assessments may not be 

accurate because the observed phenomena may differ across different sub-groups of people 

(e.g. ethnic groups) or geographic regions (e.g. urban vs. rural). The use of objective 

statistical indicators (as opposed to survey data) may help in addressing this issue; 

however, country-level data are still summary measures and are unable to reveal 

differences within a country. Future research may choose to examine these concepts and 

relationships at a local or regional level to detect such intra-country differences. 

 

Suggestions for Future Research 

 

The present study provides a suitable point of departure for future research in the area of 

openness and societal welfare. Findings from this research represent early empirical 

evidence that openness or the ideals of the Open Society does play a role in improving the 

human condition. Nevertheless, more research is required to further develop our 
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understanding of this important concept. I conclude this study with three suggestions for 

future research. 

 

The foremost opportunity for future research is a longitudinal study to examine openness, 

as well as its antecedents and its effects over time. Since this was a cross-sectional research 

study, several pressing questions could not be addressed here. One such question is whether 

openness in a country changes over time, and if so, do the rate and direction of change 

differ. Does openness increase or decrease in a straight line or does it follow a U-curve? 

Another important question relates to dependency and openness. Although this study 

identified a negative association between dependency and openness, it is not certain 

whether this association changes over time. Longitudinal data can be used to assess this 

relationship and make some inferences about the chain of causality. As mentioned earlier, it 

is possible that some countries such as India, which were open to exploitation in the past by 

colonial powers, have since exhibited long-lasting protectionism and a lack of openness. 

Longitudinal data may help answer this question and provide evidence that may either 

support or refute the dependency theory. Longitudinal data may also be used to determine 

whether there is a lag effect in relationships concerning openness. An example of a 

pertinent research objective is to determine how long it takes for openness to have an effect 

on equality. For these reasons, a longitudinal study can significantly advance our 

knowledge in this area. 

 

Another research opportunity is to expand the scope of the investigation to identify other 

antecedents, covariates or effects of openness. To gain a richer understanding in this area, it 

is important to first determine the factors that give rise to greater openness. Potential areas 
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of investigation include the incidence of civil war or revolution (or duration of periods of 

peace), the institution of economic and political reform, geographic location (distance to 

major trade routes), and economic growth. It would also be fruitful to investigate covariate 

factors of openness. Since dependency has a negative influence on openness, it would be 

highly relevant to assess how openness tracks the stages of economic development. On this 

basis, Inglehart and Baker (2000) found that countries that rated highly on secular-rational 

and self-expression values were also relatively wealthy (high Gross National Product per 

capita). Apart from a more equitable distribution of income, greater openness may also 

have a positive influence on the psycho-social character of a country. Some examples 

would include the sense of optimism or home amongst its people, as well as the extent of 

global competitiveness as measured by the Global Competitiveness Index (Schwab 2010). 

Future research should utilise findings from this study to expand the breadth of knowledge 

in this area. 

 

Finally, future research may be able to improve upon the measurement of openness and 

other variables proposed in this study. As discussed earlier, several shortcomings of the 

present study relate to specific parts of the measurement model; consequently, there are 

opportunities to revise measures of equality, openness in both the internal economic system 

and the knowledge system, as well as introduce new measures of social mobility in a 

country. Having searched extensively for the appropriate indicators at the country level, I 

am convinced that future studies will benefit greatly from looking at a smaller sample of 

countries, for which a larger range of statistical data is available to choose from. For 

example, the operationalisation of openness can be improved by incorporating more 

contemporary indicators, such as those for labour mobility and trade in services (in the case 
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of economic openness, as well as country-level measures of Hofstede’s (2001) power 

distance and uncertainty avoidance (in the case of cultural openness). In addition, future 

replications of this study can incorporate economic indicators in the measurement of 

societal welfare. In summary, using secondary data from a lower level of abstraction may 

generate measures that adhere more closely to the conceptualisation proposed in this study, 

thus improving the psychometric properties of the measurement model. 

 

Conclusion 

 

In conclusion, this study was motivated by four primary research objectives, each of which 

I hope have been adequately addressed. The findings in this study relate to a particular set 

of relationships that are important in understanding the process by which policies and 

institutions can influence the wellbeing of society. More specifically, this study provides 

early empirical evidence of the benefits of the Open Society. The discovery of these 

relationships should not be considered as an end in itself as more research is needed to gain 

a better understanding of an important variable. Nonetheless despite its limitations, this 

study is a first step in that direction and provides a firm basis for further research. 
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