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Abstract:

The study targeted the effect of governance and financial development on economic growth in
a sample of Middle Eastern and North African countries. We cover eight countries (Egypt,
Iran, Jordan, Lebanon, Morocco, Oman, Saudi Arabia and Tunisia) for the period 1996-2017,
for their availability on the stock market. We used the methodology static data panel and the
principal components analysis in order to shorten the number of variables for both governance
and financial development. The results of this study came to show the critical importance of
governance and financial development. As for the financial development variables, the stock
markets did not have any significant effect, and this is the result of the weakness of these
countries in attracting funds from abroad through these markets. As for the financial market,
this came with a significant and positive impact on economic growth, what show the role of
these markets played in financing development projects for these countries.
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cgovl 3.19015 2.02009
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cgov3 0.859063|  0.465904
cgov4 0.393159|  0.184897
cgovs 0.208263| 0.0289615
cgovo6 0.179301

Proportion | Cumulative

0.5317 0.5317

0.195 0.7267

0.1432 0.8699

0.0655 0.9354

0.0347 0.9701

. 0.0299 1
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cgovl| 3.11721 1.87421 0.5195 0.5195
cgov?2 1.243 0.2072 0.7267
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Variable cgovl cgov2 Unexplained
ccgov 0.5142 0.1804
gegov 0.5116 0.2096
pvgov 0.5253 0.168
rqgov 0.4212 0.2604 0.28
vagov 0.7687 0.2922

rlgov 0.566 0.5095
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stturnover | stvaltraded | stmktcap| pcrdbofgdp |Llgdp
stturnover 1
stvaltraded 0.8797 1
stmktcap 0.466 0.6687 1
pcrdbofgdp -0.168 0.0017 0.2926 1
llgdp -0.2039 -0.0921 0.0858 0.6595 1
STATA 14 by Jlsials ol U0 o 0 sl
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Aallad) Al @l i KMO JLid) (7)) Jgsa

Variable kmo

Stturnover 0.5651
Stvaltraded 0.5411
stmktcap 0.6162
pcrdbofgdp 0.5164

Llgdp 0.5455

Overall 0.5568

STATA 14 malip Jlomioly iUl 41 e 0 jall

o Kae b Sl e s oAl (Cdfl, cdf2) Gl GisSoe ) @losadl Jga) &
JSal) an aila i (e WUl g (PCA) Gt ) i &) Jilas Pl e Legile Janll & clilal
o3 Lo |y € pal (pda ALl Al <l i b jaiall Jiaie 48k S el e Jie S (2)
(9)d s 5 (8) Jsaall ol Silaslaall  Maa) (1 %82.84

s Al Al i aid (Plot Scree) 3 duall bade 48k ol sl s 3(2) JSid
(PCA)

AllY) Sl il aay A adll lad

25

A5 gl
1

Saad)

STATA 14@\;,, Jlemanly Ul £ e 1yl

Aallal) dpaiil) el il 48 phesa 1(8) g2

Component [ Eigenvalue | Difference | Proportion | Cumulative
cdfl 2.37072|  0.599234 0.4741 0.4741

cdf2 1.77148 1.27709 0.3543 0.8284

cdf3 0.494389(  0.212924 0.0989 0.9273

cdf4 0.281465|  0.199516 0.0563 0.9836

cdfs 0.081949 . 0.0164 1
STATA 14 by Jlasials ot 5 e 1l
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Kassiar 4l ddlal dsaiill @l gl a3 aaa5 :(9) Joaa

Component | Variance | Difference | Proportion| Cumulative
cdfl| 2.36799| 0.593779 0.4736 0.4736
cdf2| 177421 0.3548 0.8284

STATA 14 el Jlexils (iUl U0 a0l
sl lls ami (cdfl) AS,a) F (10) Jsaall pssl amy Gl A moag
e Jiad g Glaglaall Jaa) e %53.17 4ad Lz d5  (stturnover, stvaltraded, stmktcap)
aiad Lo = 50 5 (perdbofgdp, 1lgdp) oo sl ks (Cdf2) 48 jo aui Lagd ¢ 2L (315 5Y) (5 gl

Al ol gae Ji 5 et sl (e %19.50
ool dny Atlal) Apailt il gSal) 48 giaaa :(10) 20

Variable cdfl cdf2 Unexplained
Stturnover 0.5799 0.148
Stvaltraded 0.628 0.06454
Stmktcap 0.5142 0.2471 0.2757
Pcrdbofgdp 0.6914 0.1514
Llgdp 0.6584 0.2181
STATA 14 zobp Jlenzals iUl 5L o 1 sl

< poaddl) Julas 2.3
c.n‘é_u\:\u_)‘)slu\j%&b@uj&&ﬁj&&b@&h}i&ﬂﬁ)ﬁ)};ﬁjﬁjgﬁéjy‘au‘
:(cdfl) W) 35V Bedl sae 5 (CgovL) sludll Ad) e

212

ADUN 7 ilail) @ pali Ao A :(11) Jgan
Variable Model Pooled Model Fixed | Model Random
inf -.0253086%** -0.00475039 -0.00481694
open .00693463*** .00593078*** .0059425***
gconsum -.03045844%*** 0.00382417 0.00347238
Ihscoling 0.04691187 .12029465*** .11851646***
cgovl -.06561953* -.18037146%*** - 178717***
cdfl .05720257* 0.00748742 0.007346
_cons 11.277486%*** 8.3949768*** 8.4262759%**
N 176 176 176
N_grope 8 8
r2 0.48409091
r2_a 0.46577461
r2_w 0.44249859 0.44242188
r2 b 0.3020533 0.29472609
legend: * p<.1; ** p<.05; *** p<.01
14 STATA 7ol Jlemzaly (iUl LT e 1 sl
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(Breusch and Pagan and Hausman) < jLial(12): Jgaa

Test Valeur de Chi2 Prob| Décision
Breusch and Pagan 840.37 o] RE
Hausman 1.01| 09854| RE

STATA 14 el Jlomialy (iUl A e 1 el

(Random Model Effects) «(Model Fixed Effects) «(Model Pooled) OGN »3laill ;ill 2ay
) a5 A gdiall ZIsaill 5 anenil) 23 gail) (g Alalidll (Breusch and Pagan) loaly ALl o
Zasall W Gy %5 Cre JBY) A0LaY) Lied 5 840.37 I Ay shuall Chi2 ded (e Lale Jhasidll
Oloaly Cpeid AN Y zisa s zisedl 13 gn Aalid) dal e s caulidl s sl
e oSV Alaa) Lgiad 51,01 4 sluall Chi2 G (e Ll Juaniall bl cawa 5 (Hausman)
LS L(12) 5 (11) oalsaadl 850y ol iliall lad lld 5 Juad)) g0 ) gudadl 23l of W ity %5
Aliaa) AV AaS all (cgovl) Lsaadl 5 bl Sl Gl 5 il AL e JS cDlelee Cipla
ol Jaall 8saly I gam ol ~Ua) e saa) g san 5Bl b Lalasdl W %1 asaa
%11.9 Aty g dll Jadl sl ) as ol Wl Gl e sasl s sas 550l 5 %0.6 Ay
=Bl (5250 die Baal g Ban 5 8ol ) Cua JAa) saill b LuSe aaluy S all (Cgovl) Jsas o Led
- %17.9 o3 Loy Jaall s

& il (cgovl) Lsaall L aa 55 (Modell) z3seddl (15)dsanll s sy Led U
@ sime sla Al 5 (il A8 je g b ) 5 dpale b 345 5 delua o Ao sSall 5 )N
o8 Loy g2 dll Jaall ged B alls ) (5250 4ie Baalg Bas 5 3aL 38 Lolail ST %1 2ga 8
Omend b aaliy Y lgdes Lae 4ay JoS) e sdie oS5 ol AeSgall (sole GBulal (sSay 138 %17.56
Gl (CAFL) ) saad) Jaid 35a 53 5 (MOGEI2) 3 saill ol o gl Lagh . ol 03] s baiB) auia 5l
G leda el 0 sl ol pate Bl e il A Gl W 081 gsiee oS0 Al A 5 AL Gl
i) fae e dgiliaal A
AL el jsma 5 (cgov2) Aeluadl 5 Gigall 5 Ol Babu jsma dsay B cANEN Al
:(cdf2)
(Random Model Effects) «(Model Fixed Effects) «(Model Pooled) OGN »dlaill ;a@ill 2ay
il s g A pdall 23 gaill 5 aseaill 23 gail) o Alialiall (Breusch and Pagan) _liabs oLl o
zasalll o W oy %5 e JBY) Al Lgied 5 762,58 I Ay sbuall Chi2 dad (e Lgle Juaaidl
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Dol Cpeiad AN Y Zisa s zisedl 13 on Aalid) dal e s caulidl s sl
O SV A0 gl 52,27 I Ay ghadl Chi2 ded (e Lale Juaniall il caua 5 (Hausman)

(14) 5 (13) ol saall 850 ) s aliill e @l 5 Q) g ) sdall z3sadll of W ity %5

DAY 7z ladl) <l pa GG A (13): Jes

Variable Pooled Fixed Random
Inf -.01658987** | **00934563.-| -.00923974**
Open .00475718*** | .00382941*** | .00378907***
Gconsum | -.02260883*** 0.00162407 0.00114151
Lhscoling .24365393*** 0.00574121 0.00559487
Cgov2 | -.35889144*** | -06537188** | -.06803459**
cdf2 .11501652** | .18484014*** | .18337673***
_cons| 10.278935***| 8.9441802*** | 8.9856254***
N 176 176 176
N_g 8 8

r2 0.55467264

r2_a 0.5388622
r2_w 0.43856857 0.4383794
r2_b 0.11552944 0.10214805
legend: * p<.1; ** p<.05; *** p<.01
14 STATA zelip Jlorioly i) 5141 e 0 sl

(Hausman s Breusch and Pagan) < jid) :(14)Jsda

Test| Valeur de Chi2| Prob Décision
Breusch and Pagan 762.58 0 RE
Hausman 2.27|0.8938 RE

STATA 14 rily Jlomzuly Ul S e 2l

et ~UEN) ela Lag %5 25aa 3 A gina (CQOV2) Lsaall 5 atoaill (e JS D lalre el
Oe baalgBan 5L 8 Lalia®l W %1 agas 8 dysiee AW 3sudl ey 3 (COf2) Lsns
635 gl ZUEN) e sanl gsaa 9ol Wl 960.9 o0 Ley Jaa) gai 8 il ) ga% adual)
Jadll sai A il ) (5255 CYOV2 (e Baal g Baa 5 83L ) 50960.3 dwany gaLdll Jaall 83aL5 )
%18.33 Ay ol Jaall sl ) ascdf2 a5l of Lad %6.8 o8 Lay
5 ol Babew) I Jiadll (cQOV2) L gaall 3ga s 5 (Model3) 73 gaill (15)dsaadl &l il (ady Led
&) s akesaal g san 55l b Lol L (%1 agaa 8 5 gine ela 53 5 (Al 5 gl
&8 Asine el Al salll @l eie BU e S A IS S0 %1147 5008 Ly Al gai 8 il
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Jiaidl (cfd2) L 25a 5 5 (Modeld) z3sell W Lot fae Lo salll o oo 5l 5 %1 250a
GV g% die saal g saa 58l b Lobaidl Ll (%1 sgas 8 g sime ela oA 5 L) Sl &
b aalad 5 ol S L Gl sda 3 A gl o a s Lae %19.64 6,38 Ly Jaall gai 5ol

AL dan 8 Ll aalis ) g jLad) Jy el

gl pass :(15)Jgx
Variable Modell Model2 | Model3 | Model4
Inf -0.00467567 0.00032898- 0.00058711-| -.00962489**
Open| .00623164***| .00906352***| .00888542*** .00335034**
Gconsum 0.00296284 .00566714* | .00765329*** -0.0007039
Lhscoling| .11453198*** .07973151** | .16726899*** -0.0564632
cgovl| -.17567527***
cdfl -0.00580735
cgov2 - 11472172%**
cdf2 .19649194***
_cons 8.4528158*** | 8.0857441*** 7.7174841*%** | 9.3210456***
N 176 176 176 176
N_g 8 8 8 8
r2_w 0.44128415 0.2614455 0.30174902 0.42437175
r2_b 0.29797877 0.04697975 0.00373177 0.1555301
legend: * p<.1; ** p<.05; *** p<.01
STATA 14 U5, Jlmzaly o=l L) et el

5 alaall dgalatdy) g 4y jladl) el Al Adaa
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PO ES]
gaill dane JalaS Clingall 32sn dnaal o K o5u€ Gldge Glia ¢ danjadl Al e

COOV2, ) lagale Jhaniall ZaSsall (G piise of gy o8 Wi yn 8 4 Jiagill 2 Lo o golaidyl
Wl ye pe ouubi ol 5 Apales Sl 345 5 delua o deSall 5 08) 4 bl 5 (cgovl
b elai®y) el el 5 ssine ) Led S il (Aleliaddl 5 Chgaall g gl salu) 5 (sludd
Op AL o) Gy ) (2003) el il (5 saia Al ol A8 ge Ciela g Al Al Jae Gl o3a
sl g Apnpal) Basadl G AwuSe A ADle dsa g LY e galai®Y] gailll 5 A gel) 32 gl
pal) szl f A8Es ) AN ¢ (2002) (51 S5 Y 53 ¢ (2002) LS ey geoad (3 138
DA aae 5 caiall 5 abudll o Jal) LiSey Bl 138 (e Aua el B latl lalia s ASE (he 25
o S0 Sl L Bk aalud Y ol o3 35 el AeS gl falie A aslaud)
led 5 ool sailly Jas 5 AaSsall o Wolde 3 dpa il o Cuni die 5 i) sludl) ) Ll
O Ll A V) ssine L 5 ol paills a5 ASsall dadll e s 5 (st
Gow il a8 AL @eudl 5 Al B Bew A cplicd) (cdf2, cdfl) Al desll op phige
il & 5 5aY) o3 Canal olai®¥) sall o ST ) Ll Gud g Lgiee e 3L G )
A o3 B gall o a5 ggine ST A S8 JL Gan W LAl 038 2 A e Jsel Guss)
AL dpanll o Lastie 1 Apa il e cund 4te 5 Al o3 ALY a liial) dpun 8 aaluy 3
Sl eabaiBy) sailly Jas i Al Gpaiil Jadlls cadde sl 5 ssine A e 5 sbaiBY) paills Jasi i
A Bl Sd3e DA e ol
(salee (3t ALl Al 5 AeS gl (] Lgaany (DLeSy gt lia o ey Al ) 03 ¢ gua
cglai®Y) saill @ (e 5 Adlall Apatill Jal ge Guuad () (3% (saa S A4S 5all
Hlgeanall Sy (Al il il

Ot atinnal) Cila (e i o) L (S ALl Ll gl 4 SISk o) laldleds e o

G LT 1A g aludl) Aa8le Jie daS sall tgalae (e Gl O

Aabid) 3yl 5 dalall o) sall 503 P (e elaia¥) dluldy b )l dal g 2l ©

Al Y A8y phay 8 (e aag g Apdieall ookl Guay (3 ol gai (Bia Ly
Adas (DA o Lass Vg el st ol sinls ool sal) ol el ) 088 sl b)) ©

Falall aclgill Gy seanll pellact oo $ LYY 80 (o ol 3 Al s Adgpaddl O
e g gall

ponad g Ll Jseas) oSy Alae lagled o e S e 3 A o
Cpidal gl
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