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The effectiveness of institutions in achieving economic
growth - Practical study of a sample of countries

This study aims to investigate the effect of institutional
effectiveness on the per capita GDP growth.In order to
Interpret the cross-country income differences in the world,
and stands on the challenges facing investment and
economic  growth  process between countries.The
econometric methodology was adopted to estimate the
institutional quality augmented version of Solow model
during the period 1996-2015.And its depends on set of
conditional variables such as: initial level of individual
income, initial level of human capital represented by the
average year of secondary schooling , the growth rate of
population and investment, adding to these another set of
control variables namely: institutional quality and openness
of trade.The results showed a significant positive effect of
institutional quality on investment (direct effect) and
economic growth (indirect effect).The most important
conclusion, that the countries which give importance to
governance indicators achieve high levels of performance
in terms of growth, local investment and foreign direct
investment.Accordingly, the study recommended the
countries, which has a weak institutional framework take
the path of the advanced economies and apply the standards
of good governance to enhance their levels of income.

Keywords: Institutional Effectiveness, Investment,
Economic Growth, Cross-country Income Differences,
Advanced Countries, Cross-section Data.
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Lalai®y) ety Ld)gal) shlial) cuwn clawall sl 14 Galall
(2015-1996 55dl) cillausia)

Country/region | Number of CCOR GEFF PAV REGQ RLAW VACC
Countries
OECD 29 1,35 1,38 0,78 1,28 1,24 1,21
Europe and Central Asia 31 0,93 1,01 0,59 1,01 0,91 0,96
East Asia and Pacific 7 0,75 0,97 0,28 0,82 0,54 0,56
Middle East and North 7 -0,11 0,00 -0,73 -0,24 -0,07 -0,66
Africa
Sub-Saharan Africa 5 -0,19 -0,14 -0,07 -0,29 -0,31 -0,19
Latin America and the 12 -0,15 -0,06 -0,24 0,16 -0,33 0,25
Caribbean

(WG 2016) (oall cbis ciliby (s B Giald) clubasa : juaal)

Gl LAy Slaiiul) Clumal) (alaly) gail) ol 5 Galall
(2015-1996 5l cillaugia) auld) of de garafaly IS A

Country/Group or | Number of Countries GROWTH (%)  INST INV (%) OPN (%)

region

Algeria 1 0,85 -0,89 ,8227 63,36

Egypt, Arab Rep. 1 1,02 -0,52 17,67 48,00

Jorden 1 0,79 0,00 24,57 121,45

Germany 1 0,61 1,52 20,62 69,76

Denmark 1 0,37 1,85 20,59 88,81

Japan 1 0,25 1,17 23,09 27,04

United States 1 0,63 1,34 20,94 26,09

Middle Income 32 1,11 -0,32 22,73 73,80
Economies

High Income 33 0,86 1,19 12,35 91,34
Economies

OECD 29 0,81 1,22 22,48 87,29

Europe and Central 31 1,04 0,91 22,23 94,78
Asia

East Asia and Pacific 7 0,89 0,66 25,66 81,13

Middle East and North 7 0,92 -0,29 24,53 72,66
Africa

Sub-Saharan Africa 5 0,84 -0,20 24,60 90,08

Latin America and the 12 0,85 -0,07 18,86 67,48
Caribbean
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(WDI 2016 and WGI 2016) (sal) clil by ¢pe Ea cald) Sl © juadl)
Jira Growth :da il 5paial) ¢ gail) cillaad) uadl milii 16 Galall
2015-1996 358 DA 7l (e 341 cual gal
Dependent Variable : Growth rate of per capita GDP,

1996-2015
Vble/EQ (1) () (3) (4)
Constant 0.0702 0.1338 0.1125 0.1255
(0.0224) (0.0004) (0.0009) (0.0001)
LPCGDP96 -0.0168 -0.0273 -0.0260 -0.0257
(0.0011) (0.0000) (0.0000) (0.0000)
LENRL96 -0.0073 -0.0302 -0.0136 -0.0292
(0.5820) (0.0364) (0.3163) (0.0379)
GPOP -0.0763 0.1341 (-0.0213) -
(0.7875) (0.6030) (0.9269)
LINV 0.0203 0.0355 0.0218 0.0354
(0.1458) (0.0105) (0.0873) (0.0095)
INST - 0.0066 0.0049 0.0063
(0.0052) (0.0202) (0.0049)
OPN - - 3.27E-05 -
(0.0071)
0.52 0.63 0.71 0.64
F 9.50 11.81 14.15 15.10
(0.0000) (0.0000) (0.0000) (0.0000)
N.R? 18.02 25.65 29.65 18.20
(0.2056) (0.1774) (0.3298) (0.1977)
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