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Abstract: The purpose of this research is to determine the impact of applying good
governance principles on the financial development of a sample of MENA countries,
specifically: Algeria, Tunisia, Morocco, Saudi Arabia, Egypt, and Turkey. Between the
years 1996 and 2019. The static panel models were used to estimate the study model,
which corresponds to the nature of the approved data, which is a mix of cross-sectional
data and time series.

The obtained statistical results show a strong positive relationship between good
Governance and Financial Development as well as a weaker positive relationship between
Financial Development and Trade Openness. Inflation, on theother hand, had a negative
impact on Financial Development.

Keywords: Financial Development; Good Governance; the Middle East and
North Africa; Panel data.
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FD GOVI GDPG TROP INF
FD 1 0.24198397 | 0.01358935 | 0.32959644 | -0.3033508
GOVI 0.24198397 1| 0.09826316 | 0.33392212 | -0.0569565
GDPG 0.01358935 | 0.09826316 1 -0.0348075 | 0.0215703
TROP 0.32959644 | 0.33392212 | -0.0348075 1| -0.3212252
INF -0.3033508 | -0.0569565 0.0215703 | -0.3212252 1
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Hypotheses F-Stat P-Value
H1 25.55095 2.42E-26
H2 1.906373 0.321565
H3 28.036 1.75E-19
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Lagrange Multiplier Tests for Random Effects

Null hypotheses: No effects

Cross-section Time Both

Breusch-Pagan 141.8938 | 62.7175 | 204.6113

0 0 0

EVIEWS10 et e sboxeVU cptm Ul slas] o puaall
o W a9 (141.89) cal jlasd a1 aadll O gla Ll Joadt U1 g s U
i A il e LE B (0.00) s iyl adls) aed) O les) s aslasY) 2Ll
Alpde o) &l BB B opmy e e @iy LS abadl 2o, s Sk JULy (0.05)
Ol et e sleaxsVl B oda g5 e (S ag )l ablis o
:Hausman ;' (3
:Hausman L) oo s

Hyoooooooi, P g Bslpmall BV 2354
Hyooo, P g dnld) ol 2308

Hausman Lz :(6) o3y Jsis!

Correlated Random Effects - Hausman Test

Test cross-section random effects

Test Summary Chi-Sq. Statistic Chi-Sq. d.f. Prob

Cross-section random 244.448028 4 0
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Dependent Variable: LNFD

Method: Panel Least Squares

Total panel (balanced) observations: 144

G piiall <Ol | Std. Error t iilasl | Prob.
LNGDPP 0.930533 0.095158 9.778793 0
LNGOVI 0.407513 0.090222 4516776 0
LNINF -0.035625 0.026301 -1.354496 0.1779
LNTROP 0.448805 0.099803 4.496915 0
C -4.625067 0.675212 -6.849801 0
R-squared 0.86172
Adjusted R-squared 0.852433
F-statistic 92.78312
Prob(F-statistic) 0
Schwarz criterion -0.715332
Hannan-Quinn criter. -0.837766
Durbin-Watson stat 1.544791
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Specification Tests of Hsiao
H1 = Mull Hypothesis : panel is homogeneous vs Altern
H2 = Mull Hypothesis : H3 vs Alternative Hypotheasis : p.

Comslte Rancom s - Fenen T
Exuaon NN

(1
ativ
anel

H3 = Null Hypothesis . panel is homogeneous vs Alternativ Test CrOSS-SEC“Dn [andom eﬁects
Hypotheses F-Stat P-vValue
id 2555095 | 242e-26 | Ty fmngy Cto, S ChiGpdf Pt
H2 1.906373 0.321565
H3 28.03600 1.75E-19 .
Crossscton e 24 44p0n8 410
This program has developed by Brahim KHOUILED
University of Quargla, Algaria

Mo affacts

T
{all othars) altarnatives

ragan and

Test Hypothesis
Tirme

Cros action Both
Rreausch-Fagan 141 A838 62 .7TITHO 2046113
(0.0000) {0.0000) (0.0000)
Honda 11.91192 T.219430 14.022089
(0, 0000) {0.0000) {0.0000)
King-VWu 11.211892 7.919428 14. 14267
(0. 0000} {0.0000) (0. 0000y
Standardized Honda 23 87934 2. 058080 13. 82245
(0. 0000} {0.0000) (0.0000)
Standardized FKing-Wu 23 a7ve3a a.osacac 18 76362
(0.0000) (Q.0000) (0.0000)
Gouriearousx, et al - - 204 6113
(0.0000)
- . .
) B Z3gé
Dependent Variakle: LNFD
Method: Panel Least Squares
Date: 04/13/22 Time: 03:54
Sample: 1996 2019
Periods included: 24
Cross-sections included: 6
Total panel (balanced) observations: 144
Wariable Coefficient Sta. Error t-Statistic Prob.
LNGDPP 0.930533 0.095158 9. 778793 0.0000
LNGOWI 0.407513 0.090222 4. 516776 0.0000
LIMNINF -0.035625 0.026301 -1.354496 0.177F79
LNTROP 0.448805 0.099803 4.496915 0.0000
c -4.625067 0675212 -5.849801 0.0000

Effects Specification

Cross-section fixed (dummy variables)

Root MSE

Mean dependent var
S.D. dependent var
Akaike info criterion
Schwarz criterion
Hannan-Quinn criter.
Durbin-\VWatson stat

0.142393
5171110
0.384256
-0.921569
-0. 715332
-0.837766
1.544791

R-squared
Adjusted R-squared
S.E. of regression
Sum squared resid
Log likelihood
F-statistic
Prob(F-statistic)

0.8681720
0.852433
0.147810
2.919693
TE6.35296
22.78312
0.000000
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