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The Impact of Corruption and Governance Indicators on the Economic Growth
in Arab Countries during the Period (1996-2017)
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Abstract

This study aims at identifying the impact of corruption and governance indicators on the
economic growth in 13 Arab countries using static panel data during the period (1996-2017).

The study concludes that the best model for estimating the static panel model is the fixed effects
model. Findings also show that corruption has a negative impact on the economic growth, but
government effectiveness and political stability have no significant effects on the economic growth.
Moreover, education index is considered to be one of the most important variables that affect the
economic growth in Arab countries.

Key words: corruption, governance indicators, economic growth, static panel model, Arab
countries.
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28 5 0555 I (LSDV) sl o el plasizal ) ol M 3 b ((FiXEd) 261 ol 510
AUl AL byl S o aBLL Ll me Wl ol GU b B s s b WBlades
(Random) st 2.1
MY S U 25 66 sl sl e 101 J s

S A Sl | i g ol ot A\l sy
Fixed 0.0000 888.18 | Pooled/Fixed Fisher
Random | 0.0000 | 2122.79 | Pooled/Random | Breusch and Pagan
——= -—- -11.61 Husman
: Fixed/Random
Fixed 0.0036 15.627 Sargan-Hansen

Stata 15 22, e slexeVU Em Ul shasl e 2 bl
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T35 el SN 508 on Alolially gl abl B il (SE 1 padl Bb b 2b, LWL
o, Al kel ams pis o ((Breusch and Pagan) Ll s slas¥i ¢ g siadl o U0
At ol 2358wk L Jasll s ((RANAOM) sl padl ol W1 =356 QUL cpuadl 2.0 3
aldey (o ) b b B Adle azed Uy (HUSMAN) jlex plisesal 5 it saadl ool w5181 -3 54 4
oy oaddl Bz b 2b, WLy (Y01) w1 pee Lgbl U1 (Sargan-Hansen) et sty ¢
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Cosedl Ly i o WS diwldlly BilasY) LWl e B sett oy (02) Jyakd
sy ULy sl B 2, ¢ &L (Wooldridge test) Lt s LU ol ol S0
(Modified Wald test for L= pi LS .(%01) pme 65 e Gl BLY dSn
ol ol e dlSCan s gy QWL Ll 240 J 53 UL groupwise)
paddl 25 3 =5 (Friedman testy, ((Breusch-Pagan LM testy L e 57 bl LS
USin 5y 2o o (PeSaran CD testy et Wi L ablill cu ahdh Sl W allen 550y JUL
L1 (J gty ablild sae o ST (O pdl) Olaaladd sae Led 055 I AL (3 ablill op I BL3 Y
(De Hoyos & (Pesaran CD test) ;=1 e (Breusch-Pagan LM test) iz = ;
Il sae o 58T say (22 clualadd sue 0b Laud s o 5 Sarafidis, 2006, pp. 483-484)
v M DLV dSis sy K4 aley (Breusch-Pagan LMy L) -5 July «(13)

.CELL&\
i Ol ) 23 ged Brapead) Oyl (02) Jgust

SNt Lo Bt ! Bz A
0.0009 | 19.291 Wooldridge test M B
0.0000 | 2614.29 | Modified Wald test for groupwise | .. <l sus
0.0197 | 24.098 Friedman test

on i By
0.0000 | 667.655 Breusch-Pagan LM test -Cmu
0.4038 0.835 CD test Pesaran

Stata 15z ;Lo stazsU U slas) 0 1yl

ow G B Ay pldl Wl e e (M BN ASas e el T ey
e ledaal B LAl sllemY) s Jo Jons ) (Driscoll and Kraay) aa b plasecal s (abill
o JeW Wb Gl ¢ 08y ) ol 230 @ O Ll Sl e alsdl L
2 sy ((Hoechle, 2007, p. 289) vy o (2) wed ooy i1y (Maximum Lag)

08y 5=l 3 i~i 5 ((Driscoll and Kraay) aa b s Ll oo U
fam @ ol o gy sho 56y (COIT) slaill e G «(08) Gl il 6 52 s
S o e gl UL op ((Y0T) — sl sige Bl Gl (dlayh ) Ul e s )
Sy colreztl ma o 58 5 W deben] 23900 dSCin 5Ll ((%00.1905) — Jleyl J&
o el g Gl 58 Sy (Y Clas e dby e p dume S QLS D8 Jols b
5539 sl a Ul e e c@aladVl padl e bl e dalie 4] 2Ll oLl )l iy L 00
@ L &l ol V1 pandl Sy ¢ (B3 pdly 1Y) Ul o 21 3 ey Y L bl
@ ety AW By ol r i 6V oladY SVl din slad) OF pgolins 6 S0 (kD]
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Al J gl (oolaYl el e e e oV ae G 1155520 (93 e e B el e
a3 IV e B BUT (3 Eodl ol a8 rengll B e Eond) Ml JLaSal s
26 8k (Sl Bl 23U plszal (3ladVl podl e 1S b ol 5 gy sbadl) ST A s sl L2
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Sl Bt z3 58 puds (01 gl

Variable | Pooled Fixed LSDV Random
_____________ o
Corr | 1.2386747**x* —.19054122*** —.19054122**%* —.18448505***
EI | 1.7170686%*** 1.6363571**x* 1.6363571**%* 1.6851681**%*
GE | -.02135383 .10276416%* .10276416%* .1052712~*
PS | -.09040941 .05408182* .05408182~* .06022478%*
Icountry BAH | -.76607322***
Icountry DZA | -2.3076348**%*
Icountry EGY | -2.8500073***
Icountry IRQ | —-2.101022**x*
Icountry JOR | -2.7199194***
Icountry KUW | -.03922376
Icountry MAR | -2.5799309***
Icountry MRT | —3.701332**x*
Icountry SAU | —.87997284***
Icountry SDN | -2.9463671***
Icountry TUN | -2.48296061***
Icountry YEM | —-3.1813512***
_cons | 7.9719671*** 7.6614593**x* 9.7042132*** 7.6422893***
_____________ o
N | 286 286 286 286
r2 | .53030298 .28722017 .98843723
r2 a | .5236169 .24482434 .98774948
F o 79.314501 27.09891 1437.2079
sigma u | 1.2144569 .86122609
sigma e | .14217151 .14217151
legend: * p<0.05; ** p<0.01l; *** p<0.001
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il 2558y el 25 0l oy Bloliel) (F) slest ao Bl ol il 2358 pus :(02) goell

Ay
xtreg $ylist $xlist, fe
Fixed-effects (within) regression Number of obs 286
Group variable: country Number of groups = 13
R-sqg: Obs per group:
within = 0.2872 min = 22
between = 0.3147 avg = 22.0
overall = 0.2916 max = 22
F(4,269) = 27.10
corr(u i, Xb) = 0.3980 Prob > F = 0.0000
LNGDPPC | Coef Std. Err t P>t [95% Conf. Interval]
_____________ o
Corr | -.1905412 .0450331 -4.23 0.000 -.2792033 -.1018791
EI | 1.636357 .1818377 9.00 0.000 1.278351 1.994363
GE | .1027642 .0460311 2.23 0.026 .0121372 .1933912
PS | .0540818 .0265499 2.04 0.043 .0018099 .1063538
cons | 7.661459 .0944831 81.09 0.000 7.475439 7.84748
_____________ o
sigma u | 1.2144569
sigma e | .14217151
rho | .98648084 (fraction of variance due to u 1)
F test that all u_i=0: F(12, 269) = 888.18 Prob > F = 0.0000

i) glal) S S 73 55 el 23 g0t Al Lt (03 Gl
. xttestl

Breusch and Pagan Lagranglan multiplier test for random effects
LNGDFPC[country,t] = ¥Xb + ul[country] + e[country,t]

Estimated results:
| Var sd = sqgrti{var)
_________ T
LNGDPFC | 1.645995 1.284504
e | L0202127 1421715
u | . 7417104 LB812261
Test: Varfu) = 0
chibar2 (01} 2122.79
Prob » chibar2 = 0, 0000

i) glaal) 1 815 deld) O 3 et Gy AUl L 104 ol

hausman fized random

———— Coefficients —--———
| [B) (B) (b-B) sqgrt (diag (V_b-V_B))
| fized random Difference 5.E.
_____________ +________________________________________________________________
Corr | —-.1505412 -.18443851 —-.0060562
EI 1| 1.636357 1.6851&68 -.0438811
GE | .1027642 1052712 —-.002507
BE5 | .0540818 0602248 -.006143
b = consistent under Ho and Ha:; obtained from =treg
B = inconsistent under Ha, efficient under Ho; obtained from xtreg
Test: Ho: difference in coefficients not systematic
chiz(4) = (b-B)'[(V_b-V_B)~(-1)] (b-B)
= -11.61 chiz2«<0 ==> model fitted on these
data fails to meet the asvmptotic
assumptions of the Hausman test:
see suest for a generalized test
Etoverid
Test of overidentifving restrictions: fixed ws random effects
Cross—section time-series model: Xtreg re
Sargan-Hansen statistic 15.627 Chi-sg(4) P-value = 0.003¢
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A By A e (aash ot ylest 1(05) gl
xttest2
Correlation matrix of residuals:
Breusch-Pagan LM test of independence: chi2 (78) = 667.655, Pr = 0.0000
Based on 22 complete observations over panel units

el pus lSas o S L 1(06) gl
xttest3
Modified Wald test for groupwise heteroskedasticity
in fixed effect regression model
HO: sigma(i) "2 = sigma”2 for all i
chi2 (13) = 2614.29
Prob>chi2 = 0.0000

el o By Ui e 2SS Oyl 1(07) gl
xttest?2
Correlation matrix of residuals:

Breusch-Pagan LM test of independence: chi2 (78) = 667.655, Pr = 0.0000
Based on 22 complete observations over panel units

xtcsd, pesaran abs
Pesaran's test of cross sectional independence = 0.835, Pr = 0.4038
Average absolute value of the off-diagonal elements = 0.566

xtcsd, friedman
Friedman's test of cross sectional independence = 24.098, Pr = 0.0197

(Driscoll and Kraay) 4 b i g :(08) gl

xtscc $ylist $xlist, fe lag(2)

Regression with Driscoll-Kraay standard errors Number of obs = 286
Method: Fixed-effects regression Number of groups = 13
Group variable (i): country F( 4, 21) = 112.08
maximum lag: 2 Prob > F = 0.0000
within R-squared = 0.2872
| Drisc/Kraay
LNGDPPC | Coef. Std. Err. t P>|t] [95% Conf. Interval]
________________________________________________________________ e
Corr | -.1905412 .0823403 -2.31 0.031 -.3617772 -.0193052
EI | 1.636357 .1084233 15.09 0.000 1.410878 1.861836
GE | .1027642 .0655674 1.57 0.132 -.0335908 .2391191
PS | .0540818 .0262045 2.06 0.052 -.0004134 .108577
_ cons | 7.661459 .0712152 107.58 0.000 7.513359 7.809559
S g O 3 e Bl Sl W 38 pul i 1(09) ol
Variable | Model 1 Model 2 Model 3
_____________ o
ETI | 1.4438937**x% 1.4115391%*% 1.5585145%*%%
Corr | —.09809457*%*
GE | .0226284
PsS | .03932504
_cons | 7.7251665*** 7.7844687*** 7.7246969***
_____________ o
N | 286 286 286
rz2 | .25288241 .23360287 .23976634
r2 a | .21428592 .1940104 .20049228
F | 45.863685 41.301289 42.734677
legend: * p<0.05; ** p<0.01l; *** p<0.001
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