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Abstract

The objective of this study is to examine the impact of various institutional quality
indicators, along with other intra-bank variables, on the stability of Iran’s banking system.
The statistical sample comprises panel data from 18 banks operating in the Iranian banking
industry over the period 2008 to 2022. The System Generalized Method of Moments (SY'S-
GMM) was employed to estimate the models. To analyze the effects of different variables
on banking sector stability, three separate models were developed. In the first model, the
impact of institutional indicators on banking stability is assessed. The results indicate that
the rule of law has a positive and significant association with the banking system stability
index, whereas corruption and economic policy uncertainty exert a negative and significant
influence. The second model focuses on banking risks. Variables reflecting banking risks
including liquidity and credit risk have significantly reduced banking stability. Moreover, the
varying effect of bank size across models suggests its sensitivity to institutional indicators.
In this regard, improved institutional quality can help explain the positive relationship
between bank size and banking stability. In the third model, the influence of macroeconomic
variables on banking stability is evaluated. The results demonstrate that fluctuations in oil
prices are positively and significantly correlated with banking stability. The findings of
this study suggest that enhancing institutional quality in Iran can promote financial growth
and innovation, reduce credit allocation costs, boost banking stability, facilitate economic
growth, and mitigate systemic risks within the banking sector. Therefore, it is recommended
that policymakers take concrete steps to strengthen anti-corruption institutions, improve
transparency in financial and administrative systems, and increase the independence of the
Central Bank as the supervisory authority for the banking system.
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1. Introduction

The banking system, as the lifeblood of the economy, plays a fundamental role in economic
stability and growth (Baum et al., 2021); stability in the banking system is a prerequisite
for economic stability; particularly in emerging economies where financial markets are
often underdeveloped therefore, researchers around the world have identified the factors
affecting this stability and provided solutions to strengthen it. One of the key factors in
promoting banking stability is institutional quality. High institutional quality indicates the
formulation and implementation of appropriate government policies that guide economic
activities and reduce the negative effects of financial shocks (Fazio et al., 2018).

Financial economists believe that good quality and efficient institutions play a
significant role in managing financial market risk. Klemp and de Haan (2014) argue that
institutional quality is crucial during a financial crisis and more effectively establishes
resilience to adverse shocks. In contrast, the lack of a legal and regulatory framework, due
to depositor uncertainty, severely weakens the ability of financial markets to attract capital,
which leads to capital flight from the country and reduces domestic investment
opportunities (Law & Azman-Saini, 2008).

Despite the importance of institutional quality, empirical research on institutional
effects in the Iranian banking system, unlike recent empirical studies worldwide, has been
sparse and has examined the indirect effect on banking stability. This study aims to fill this
gap by examining how institutional indicators and banking risks directly affect the stability
of the banking system, using the Z-score as the main measure of stability. For this purpose,

the institutional quality indicators introduced by Kaufman et al (2008) are used.

2. Materials and Methods

According to definitions in the economic literature, "banking stability" refers to the ability
of the banking system to continue its effective and sustainable activities without
experiencing serious disruptions in conditions of economic fluctuations (Shahryar et al.,
2023). Many theoretical studies consider having a stable and efficient banking system to
be a prerequisite for economic growth and development, especially in developing countries
that do not have dynamic and active financial markets and most of the production financing
is carried out by the banking sector. The importance of institutional quality for the banking
system goes back to the growth-finance theories. It can be argued that institutional quality
is a feedback loop between economic growth and development and the banking system. In
this regard, Acid et al. (2014) state that improving institutional quality is a fundamental
condition for achieving banking stability. Klemp and Hahn (2014) consider improving
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institutional quality to be one of the important factors in reducing banking risk. The present
study analyzes panel data on 18 Iranian banks covering the period from 2008 to 2022 using
the GMM-SY'S model. In the following, three separate models are estimated to separate the
effects of institutional factors, banking risks, and macroeconomic variables. The dependent
variable is the logarithm of the Z-score, which indicates bank stability. The explanatory
variables are divided into three categories:
1. Institutional Variables:

- Rule of Law Index (WGI)

- Corruption Perception Index (Transparency International)

- Global Economic Policy Uncertainty Index (WUI)
2. Bank-Specific Risks:

- Credit Risk Ratio (non-performing loans to total assets)

- Liquidity Risk Ratio (liquid assets to total assets)

- Bank Size (log of total assets)
3. Macroeconomic Controls:

- Oil Prices, GDP Growth, Inflation, Exchange Rate

3. Discussion

The results of the unit root and cointegration tests reject the existence of spurious
regression. The estimation results of the first-order lag of the banking stability index in all
three models indicate a positive and significant effect at the one percent level on banking
stability. Also, the estimation results of the first model indicate that the rule of law has a
statistically significant and positive effect on banking stability. Therefore, banks in high-
quality institutional environments experience lower default risk and higher stability.
Conversely, higher levels of corruption are associated with greater instability. Also,
economic policy uncertainty has a negative impact on banking sector stability. In periods
of economic uncertainty, banks face higher risk aversion, reduced lending, and worsening
credit performance. This indicates the importance of policy stability for financial stability.
In the second model, credit and liquidity risks significantly reduce banking stability,
confirming that poor risk management undermines bank stability. Interestingly, bank size
showed different effects in different models. Larger banks appear to be more stable during
normal economic conditions and improved institutional quality, but are more vulnerable
during economic crises. In the third model, oil prices were positively correlated with

stability, suggesting that in oil-dependent economies such as Iran, bank financial income
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and liquidity increase during oil booms. Overall, institutional quality emerges as a more

consistent and impactful determinant of stability than individual macroeconomic variables.

4. Conclusion
This study shows that institutional quality, especially the rule of law and corruption control,
is of fundamental importance for the stability of the Iranian banking system. Using the
SYS-GMM model on panel data from 18 Iranian banks for the period 2008—2013, this study
confirms that weak institutions amplify financial risks, while improving institutional
quality provides critical safeguards against systemic instability. In addition, credit and
liquidity risks remain important domestic threats to the stability of the Iranian banking
sector, and macroeconomic factors such as oil prices have a broader impact. However,
without institutional reforms, even favorable macroeconomic conditions cannot ensure
sustainable financial soundness. These results are similar to the findings of [jaz Seyed et
al. (2022), Hallach et al. (2024), Huang et al. (2024), and Rostamzadeh et al. (2018).

In this regard, policymakers should prioritize strengthening judicial and supervisory
frameworks, increasing transparency, and ensuring the independence of the central bank as

the institution overseeing the banking sector.

Acknowledgments
The authors would like to express their gratitude to the editor and anonymous reviewers

for providing comments, correcting deficiencies, and improving the article.

Observation Contribution
Dr. Zahra Karimi Tekanloo and Dr. Hossein Asgharpour are the first and second
supervisors of this thesis, Hamid Nasiri is PHD candidate of the monetary economics and

the author of this thesis.

Conflict of Interest
The authors declare that there is no conflict of interest while observing publication ethics

in referencing.



Ol (3515 (s3LaBl SlaSlas ole dolibiad
https://aes.basu.ac.ir :apis colvcs — YYYY-FYYX: SogusUl cbls ey yyYY-voave: ol bl @
ol eolbad i e g olils o elain! pole 5 (colasdl pole 3uSisls olasdl o) dyyis
sl g e g3 o8l eallie el 5 = VEoF sl T (8o ktunrgs 4 (3lao cdisams ol it y@
22 ki bl cyley b g alis & groms ol bgytio 51 6yl oolisl g5 yo g oudiyditio 1 lsS o alio oyl l a«. % J
ol e 15 oyl

. *
@ @ @ Creative Commons Attribution-NonCommercial 4.0 International license (https:/creative- ~— d" s :% Iy
CTEECTE commons.org/licenses/by-nc/4.0/). . )

(g Slasuio I Sl pUAS bl (Gpda 41 Juloed
"GMM-SY'S 3,595 <yt SLaidl 31 (sl gd

B dox @ yg2r00) s B'$LIS 02 5 152

gl o g9
) https://dx.doi.org/10.22084/ae5.2025.30511.3764 : Jluze s dwliss
/Y /YN 2 Gdo o5 VEF /oY /oA £ ) S530 gy ls VBN rdlyys o)

FONY ;o

oS>

pLas &L 1 ((Sboygyd s Lapisio jolao L ol (g0l oS cilises (sl s L 80 oy cdalllas oyl S
e 593 b oyl (5SSOl canino 55 JLad SOL A Liils claosls Jolts msghy ylel dgas sl ooyl oSOL
sl o a3l (SYS-GMM) ot 8L puos (slaygliiS 6451 51 Laodls 3yglps (gl adl go . b2V Fo) L VWAV
Ji 50wl sl s 3 5180 dalllas ol 50 loxe Jueo daw o (SOb Sidu @l o cilise (6 Ui puisio @yl oo ygdatods
)Line g e dayly 015308 cpaSla 4 a3 0 LS gl sl o (i (SOb @Sy s3les slaad i 31 <yl
yloline 5 st 13l (0Lt (glb sl 15 Slipabll 5 Sl sla yas Lis 48 Jloy> 3yl oSGl pllas eld yas s L
(S b Sy ;KL (5 Lo 1458, 1,5 dngd 350 (oSb slb Sy epgd Jie 53 lazals SOL L
2 S o3l eglise 13l iz o Slo s (SOb LS alS iz go (gylolins syl cg)litel (St S aloz]
Ll 6Ls S 39t 4 gyobos teml (soles (slbyas L jl yiio ol gyl iy Lis ciliske sl Jde
Sb ol o golasdl o (s Lapisio p51 cpgus Jio 53 008 dparn ) (SSL @l 9 SOb 8101 o e dday
ol slaasl oyl (SOb @l b gylsline 5 cote dlaly ks ceasd @lyni 45 ol of 51 (Sl gelis ol ouds obs)|
oarass sladizn AalS (o yglss 5 ay do ymio Alg5 0 19008 33 Lales e D92 48 w3 o Lt dalllas
9 o Ao gl iyl 195 (SOb pLS 53 Soiladtunnns Souny (bl g (3Ll ay Jugeund ¢ (SSb @l iolibl ey Lsel
SO Ml 5Ly )3l g o pLIsS 53 cadlit iolil olud aio sLaoles et s o loladl Gyl a8l
s plos!l Mol ey sladylasbow! gjlwosl g (SSb 2 BU sl lgic s (53550
GMM-SYS g, ¢ Jo (sl Suumy sl (sla sl liabll c3lud (s s (g0l cuins 1y 5319 lS

[E63, C33, G28, G21 :JEL guwdi b

(‘_Je.:.ua.b ZM?) ul)al GRpd Gy oKl (Copde g Slazdl 5055310 olazdl b5)§\)L~M}l A
Email: z karimi@tabrizu.ac.ir

2l s s o8l coya e 5 Szl BuSiasly wolazdl 0g)S sliwl .Y

Email: asgharpurh@gmail.com

Oyl oy gy oKl ey g dlasBl 3uSiily olazdl 053 xSy (semialy ¥
Email: hnasiri7 14@gmail.com

3l samlaad £ ool (sbayuinn 5 (SSU plas L (gpdy 31 Judodin (VFoF) cdposs gyl 9 £ cppmuns ¢yamyiol ) LIS oS 1o 4 gl
https://dx.doi.org/10.22084/aes.2025.30511.3764 .\eY =0 : (0 )V F ()12 (63138 (g\hasB) \allan . GMM-SY'S 5,595 <yl sLiazl
https://aes.basu.ac.ir/article_6059.html :dy 3 Hlolw 5 dlie Lol dio


https://creativecommons.org/licenses/by-nc/4.0/
https://creativecommons.org/licenses/by-nc/4.0/

ol 2 ol s i td D Ll’,, K o 53l b “

dodko .Y
Sl ol Cosi gl alySal, Bl 5 Sl ol 550 Jelss alolid & eyl 53 (S i3
Gzl g opgn o L Y (oolpd CuasS .l (ool cuaS o SSL ol slasy) o uulS Jolse 51 SO
b bSss ate b jl g o0 ,Scalin 1) oolaml clocdls a5 cuwl (J93 cawbio slaculw
(Y)¥ ‘\‘Ol.a:db
03,5 yuiS polie yobds yilgd aS” Sloj (MYAY (bl S 5 45 o) dimd o cax )] oloisl ¢ (ooladl
O ) WWigd oo ol glf L;.\.J)Lﬂs L hndi & e J.n]}c O‘i‘ Wb u,...»]).el Slud g Wguis Cule, b
spen cly ol ol & 351 1lgs gllas 1o | e AVsle iglid ¢ Slass #ly) culie anass (lalys
PPN )’l Lg.)La.iél dl.&su;b'q PLoS 2 |) O)Ui;:nlj SleMb| C9Jaw 9 dsleo Lgl.m@}.m OJJL»)&\» L OKol YL
s B b S5 e (ool Vb CadS e )3 (VY 8 lSen 5 ,I568) 1S o ol SOl iy
2l asly gy Hlow eSSl W)y bled el U il yie plo g 956 20l,5T (gl capds slud asle

o o b5l Koy o pe j3 .A.J)lf 5 Collas cuaS b slaslys ( Jbo yisy blalazdl slizel 4
o o St S g 53 ol oS o 8 o Wzl (Y3F) Al 5 cualS 5 ol
il S 98 (blie )3 A8 o G (45550 s |) gllal (slaSsd il )3 (5ygloli g sl ops
5 9Y) d9dce (B G alesw oo a5 y9uS jl alope zeS el ol ol & Wles
NARRY NP W

Ao uwo 5 (_,’.M:Lw‘ UM.QJ “_;lLo )fd.‘a.wls ul9‘-°d" u’S\;L FU‘” °)"9d“' P u’_]Lo dl_m)])b ‘u?)[> Jl »
lasl anwgs 013 0 1y (6)eSOb o Cgonl ¥ (e3axt0 Clalllae .S o ] (3Ll iy uguns 9 olio
Gk il b g Fdawly Lid ol b Sl L wlealy )8 ,\,SL 3y90 drwgi Jbs j3 g aBlbdrwg (gl )guiS

! Baum et al.
2 Davies et al.
3 Fazio et al.
4 Klomp and De Haan
5 Gugler et al.
6 Uddin et al.
7 Demirguc-Kunt, A.; & Detragiache, E.
8 Klomp, J; & Haan, J.
9 Law; & Azman-Saini
Dga dxalpe WAA (g el o Sladw 5 ¢S 5 LSle pallpllss s delllas 4y .Y -



o i '

Lokl olasdl as) o) soaie; g5 4l culio cy e b W5 oo cilie yarads 5 s
ausly (oolasdl dswgs p bie Ol Sl Wl o Sb pllas Cins 3,Skes b @l ol ¢ lie )3 .50l wal )b
axsgi 1 ollaal 15 SOl ls Ltmls 4 wlools s (Vo1))) o)y Se g €oysS g o Jlio lisay .l
St & Cunl odpus) dome ol 4y (Pl a8led gy b (VWAY) ()0 (onizp 2y (solaBl )
S (o0 dgame |y JIIS o 53 (gl y9uiS )> (g3laiBl i Kig) (25 BB jebdy 0ulS g Chns (Sl

5 Soilotr Sy Gl 3 plls oyl 15 il ($3Laidl dawgs p (b plss b3 5By ogMle
4 i Wilgi e & Jlo slogliom S 5l xSl Gk ) ot S sl g elaia] Coal Lai
S o iz g |y (Sib s 5 L3 5l Gliebl g gy Sl g elatal 5 (b slagl o

o 3 )Sdae 5 S5 odaiBlyd Jalse 15b &) gy 095 oSl o 3 3] (228 Slllaa
3,Sa0y b (Sibiysy 5 coobaisl Jolse Coonl p Baes 151 il o8 Jbs 55 sl 03 (g 5L
Jele LT o8 ol Jlsw cpl & 2558l (gl cnl Gan dU leoS usT (SOb ol ogline
G bzl IS b SO pllas s 5 e (s3ed (5 o ite sz (s3LaiBl

Sloj 0399 )3 )9S (b pllss S5 (935 (5 it b oy gl nl Bad polsl ()
ol Syme (3las cutS sl et il jelaie pl (gl .l Bl slaodls jledlatul b o VFY B VYAY
Sl )ul.\ Sl o g Canl (63l (¢ v puiito | (glacgamo Jolis 45 3945 o o3litwl ¥ o), San g € pedlS» lawgs
9 S g ylitel Sy Bpme padld 9 jleomized WS L)l ) (bl ol i il
A mlgs gl 000 oobarl Sliabll a3l

Olallas iy 5 gk E9d90 b baipe ()5 (Slo 0255 1)> & ggdge Olodl bl cdllio ol >
oy Jdo )0 oabdis S 4 (5 b pxio 5 (SrwwdlaiBl g ¢ 33,5 o )] Cunl sadpll lagye

D92 3855 (3SR g el (03 @l (51 Jald (SLL ise 29500 03D

S Sl ¥

Ol 2 5o Jolgs 9 (SSb LS N-Y

Clad dalsl o (SSbpllss b SSL S by a0 « (SO by ¢ oolaidl clool )3 39390 iyl wlasl s
S GSSbals oyl o)Ll (oolaidl cllwy lalpd o (gdo SYMB] a0 oy D95 Hlub 5 S50
1y Jlo glio Jlo oS alanly lgicds byl 48 |y il Comanl o s Jlo piosmsgST 53 oSl i
JJJ])%A) R P um L;DL@.Q‘ aliseo stbu,u&u & C))’L.Q(w O ygods g °'))§L5)91&°*.> u])‘ﬁo.}).w: )‘
it B Sil S e S Uil sl g coobadl 4 4 e o g Salaly 1315 ol (Yo7 5 K

! Olokoyo et al.
2 Kaufman et al.
3 Shahriar et al.
4 Muizzuddin et al.



ol 2 ol s i td D Ll{, K 7 53l b “

U988 > Jlo by (e plgsar (Sl i 53 bl 65 5m ol (VoYF il 5 5 50L)
sl g (San b oolal ol las 5 2)18 b dbaBl (Ads Giso p Gl JB e Ol Sl
Syske eyl & bl

@ladl pe belos n o3b; g (Sl Jelss 5 Tiodbatdl (M Jelse oM 31 gloJlo 5
b g ol s e oyl ol 53 5 Caslle Bgi> ol o Bgi> pllas Cumdy il g0 Gszpen
oS orddrgi byl 4yl Jlo sis Sldlbs (5 48 (¢ b yite o dptee 1 By S o5 S 3 el ors
2,5 (SMadiod 5 £ bty Ol 8ISl SOk s

Caplo ¥ (Y7 1 )Kan g (ol VN2 0565 eV e T gy YAY )Kan 5 (o opmiwgy) (SOb sy )
O)Sen g Slael AV (o) Kan ¢ Ebd YR SLT allie 5 SB0L) Bleie  (oDl) (5 bSSL
ypoble) (Sl Cem )l X (o) en g aodldlie VoV Lail g S VoA Saun g Sloaw IYAQ
VoSl g Ien] e VAR g yals YRR (o) Kan g M 2o OYAY (£l pmolis YA (o Ko g
5 lyzals) O ojlal B (VoI O hKen g cpe YAV sl g (6)laallgd) eloin] alop ¥ (Y-NV
(Yoo0 M ) cudlas V(Y IV 7 jlangu o o)) suome Jlo opweli & (Y210 7 gl YD ¢ iz e
YA (o), Son 9,330, I¥AA ¢ LKan 5 (el YRR (bbbl 5 olsy) SOL ey, A
GRS 71 P e g g S YAV ) 5 Juol S5 ¢ VF Y () Sen g Slalys 65,065
olsdl) o5 A (WA g pal VF Y ¢ ) Kom g s 7Y MV e5ga3]5 5 Jlusos FYY Ve
g olgs 3pl) (S 5l VY (WA (odles g (odblgyee (Bolo) (S b cusSls Ve (MF0) ),
g Pl YooY Maslalins g ColiSES s NN MKen g swl) 03y Ao IV (IF4) o))
AV AV E N SV 2% § AL SUNPEPIR S IV 25 A WARI N COVSINSY P 2 ) JAASNCONS

! Saputro, S. A. & Safuan, S.
CalSs o8y e slaidl Jlo ol )5 (b pllas ol )9uiS” (e3Laidl ciglan )15 olwl pr g (635 yo b (og0e Laly) 5)1;5 4 = ¥
Y85 Glael o Jgr (glyons) Canl doys Ar i (SSb aSlud (4 lel

255 o)Ll s pl I (lelge g p)g5 £55 46yl 392 3L ey £ i )l €5 sdlaBl a5 i el (ool (S Jelge — ¥
4 Doll
5 Martin Goetz
¢ Albaity et al.
7 Cihak, M. & Hesse, H
8 Rahmatina Akasri & Chairilisa Azzahra
® Omneya Abdelsalama, Marwa Elnahass, Habib Ahmed and Julian Williams
10 M. Mostak Ahamed, Sushanta Mallick
11 Jin et al.
12 Michael Adusei
13 Ivo J. M., Arnold T .& Beau, Soederhuizen
14 Erlend W. Nier
15 M. KabirHassan et al.
16 Zhengmeng et al.
17 Djebali; & Zaghdoudi
18 Essid et al.
19 Demirguc-Kunt A., & Detragiache, E.
20 Anginer et al.
21 Alam et al.
22 Sulji¢ Nikolaj et al.



e i '

9 obljplw) fY’YY&VO‘)&@ 9 YW} )l?UI HEAY4 svgiib 9 19125 YA c\d])&.«m 9 U».A)J) LS‘DLQ(' u’%f

NoV8 Loy Kan g Jlgsls V7Y FaSol T VYT gSuldl 7YY &) Ken 5 bysuo ¢ V¥ Ko
(Yoo ogilon ¥ NN J g JVNY Mlanbe ¥V & Lo g e 5]

b Ol B e sl Y-V
b (Sl ise ol pSojlil el Sl > (dlie sl TV (gl 5 osl) B b
5 ol Cuns (SOl (gl Wile (s lblus slacuus Sy dmle (lp 39290 slaodls I eslizl
5 (NPL a3l 1ile) (Sl Sy oimoplis a5 ool ol ) ool Jlo el b oyl dgng (Sipis
@l Jne jl(JSde ool (B Gl cnlple Dpe @8y 2o JSie sl lules lacis
MMand 5 Slpew) Slllae j (Gl bwy (adls ol .l sidoslitl wlosl 3 (Z-score) asls
5 bysue VYV LU ¥V P gl g cund V8 P oyg)l g ope3dl YeNY T I YA
Slo LS 3590 ) (el 0153,5 3 Limgh atuin &5 Slllle T 4 cu )8 18T 4 VoYY MK
Wl 458,5 1118 03latul 3yg0 ¢ 553 e SO (1y9] Cawddy jokaiody Calise (slaa S )0 b S
s 2550 o3l Z ol 1 5 sl 1 550 42 (S5 (o 15 S35l adlnn )53
3l oy daly &ygods (VAAY & STl g L9 9 VAWM NS gile) Z jlitel dsle (gl IS
CAP; + ROA;
~SROA.
S gla 2l 035 ROA; «SSL laals JS 4 plow plslo B> syl CAPp by ol
Aib e SOL sl ol IS 4 (alB dgw s Hlze Bl sl GROA; 5 (o)) IS 4 (el dgu o)

sl 4ly I3 Sy 0l 85l pagin o) Sl bl YL Z Sl adla oy

Z — scorey =

! Bermpei et al.

2 Xiaohui Houa &Qing Wangb
3 Aamir Aijaz Syed, Muhammad Abdul Kamal, Assad Ullah and Simon Grima
4 Dao Ha & Yen Nguyen

> Hashed Mabkhot et al.

¢ Claudiu Tiberiu Albulescu

7 Robert Ike Eke

8 Khandelwal et al.
 Al-Khazali; & Mirzaei

10 Miyajima

11 Lee; & Lee

12 Al-Khouri, R.; &Arouri, H
13 Cihak, M.; & Hesse, H

14 Al Zaabi, O.S.H.

15 Al-Khouri, R.; & Arouri, H
16 Lepetit, L.; & Strobel, F.

17" Claudiu Tiberiu Albulescu
18 Mabkhot et al.

19 Hanweck

20 Boyd & Runkle



ol 2 ol s i td D Ll’,, K o 53l b H

S UG 53105 S i ol Y
GO CaudS NV
ailo s catll 1y (eolatdl 1, 048 pypend ol lolgs KNS 55 5 I 5 o5 eSwoMS” 15 (slsS]
Sax8 S Ol Gl 9 (R & D) daogs 9 3 )3 0dplol (6)1S lo o Sl 9 (o33
2 839 el (oolamdl Wiy 3 W yeuiS puSeuis glds LYy 50 b 665 ol Lol LA o yle yuo 5,18
wBldnwgs (slo)gdS A3 4 ww) d‘f 9% 0gdll Gy i (slo )9S (225 5 ks Sl ol
.(Y' ~£) ‘\‘Si)bﬁ)) ..\5‘0.39.3

csdlazdl Jaio 5 ledly &3l Lol 3l (6L pelae wlow pole laiedisly 5 olulibanols «blaslazd
2y s, & s 5l b gldy olaloun sl a8 aiS e SVl (YoOV) TGy g € Loy
o coley g ol ipdie |y ol Lobal elaal 09,5 o slaael g a8 oo Gioyod (ol slacuiye
5 OS) esrde ) S Gy (VAR4) Ty digd oo 358 ()8 058 G lawgi b (J8055 (leh
alps 5 cowoy yobods b St dmols S5 )3 (5L pled ladles ()] )3 4 g oo Crgmama ladlys j Lol

25 e 5ol kS T o SOl gy sy

i 1y s elacld Cudlid 4 g gy o 5T 0 s L8 51 (slaculias B0l ( )
A oo

oo, Slas JUE 0 Jod olal slaolKiwy 139 657wl (¥

(oS gy9 9l (¥

098 il 53 aselr 3Ldl ples ol (¥

n g ol g (loial el 53 350 S )lie (O

Olsis Cov oSl 03,5 byme (o3le5 CuiS byl ely el asls id Sles il als]
Wt 5 iy sl pl Ned o anlil « Sl JlyeSs slajasloy

A ool a0 S lia 3 poye 3Nl 5 Ul liee 2SRl g poe o )
p2ye 4 (A Cllie (05Fl rizen 5 b ol § bl

S e yg5 b Cogdd 95 g 598 lw S lire T g5l CoguiS S g ol b3 LT
IS e b SieSe ] Wl e

! Rodrick

2 Veblen and Mills

3 North

4 World Bank

5 Voice and Accountability

6 Political Stability and Absence of Violence/Terrorism



o i '

(Slng ol lal o b 35 sosas Gloss &l 3 ces WUlg tledes gaal s LY
8l sl
5 pogad S daug 4 &S e g bl wlpl g (Shb > gy LUl T ke codsS
S e <SS s,
(el 4y gt g Lol (gl eSllo ot oilsd 4 plinl (liee Tl CoaS L
oy g (p9es Gaicn )3 slud S ) clgy Ul Gl Tolud Jpus L@
oS sl (YoO) 20l8on 5 (30lS Slen SOl ol j) o5 dw (3 Jols slily (sloasls

el sloinl)) ICRG g (cnegisST cleMbl aslg) EIU ales ) Calises Mol iy Sluwio (slaazdly
sl g (oolaidl ¢ pwluo Cundg 4 dngi L]y cin sla adlis 503, Spledl [ SuSH L) (g)auiS S
o3 )ST Bime SlyaSs (adls pU L o eSS

Sl SheSe glapadls sl )eiS S sboled (39 2 b g 5B Ol oama LS (oole kS
YN0 (el ol o paslis (3155 i bl (V- A) T lylSen 5 (el lawgs ! Sloa 3L 059 (WGI)
oY axlllae 5l gy 4" 9B CuaSls sl 5.l o3 )T 1)l e VoVV=VA5 5,93 Jobo ;5 Ll
CaaSls asls 5l ealitel s .l sddoslitul (oalps cuiS (6 S0l cus (VoVF) VKl
ol (ShaSe b padls (o YU (Staupd 3529 (198

—Y.d S cwl (0 S insq < 100) —2.5 < insq < +2.5 0jb w0 056 Sl a3 ls
Ol ] ConS cus eSO lrolys Cunsg (090698 Sl Y0 5 Rgcams S5 ol
CubsS a5 51,68 Jled slaolys Chms Cundg saimd jLis a5 el =0.85 lnl olp (ool cuasS

WSL g

SOl Old g 6ol Cuts Y-Y-Y
ol (ks Slllas 5l (gl 33)5 ooy (Jlo — ) Sbjlai 4 (S w26 CusS Cuonl
oS dmwg b yd slayuiS )5 el ol a5 W o (o3laml drwei g Ay 405 1, T g lib ( SSb pllss
25 0 plos] (SOl i Aoy 4 1 o (el lasl (i g ALl 5 Jled g by Jle slayljl sl
Ryy SSb el aolys Lg)l.'\f),;"b' 5 Cuodl p uis Sldlles Jlie Byb (o cwl iz gy cucnl (g)ls

S plas g (oolatdl drgi g Ady G 52,955k alls (Olos CuaS 38 pledl g (g 4 Wiled S

! Government Effectiveness

2 Regulatory Quality

3 Rule of Law

4 Control of Corruption

3 Kaufmann, D. Kraay, A. & Mastruzzi, M
® Economist Intelligence Unit

7 Worldwide Governance Indicators
8 World Bank

9 Kaufmann et al.

10 Rule of law

1 Xiaohui Hou & Qing Wang



ol 2 ol s i td D Ll’,, K o 53l b H

@) (Sb ol 5 ol S G ()L iy 3525 (V-VY) hlSen 5 €opujlonh by ] 3 ol
& obcws ly olel byd (ol CutsS dge 1S o Glo (VOF) o hlen g «awh ailo) o Ll
L ols p Sob alyyie il ooles cuisS &S Kgd o dgio (VIA) o) on g € po > cul (Sb @l
(V2 VF) "€plar g €Cqualsy g g0 yocio c(5 884k 2 1l (slots (s yglages 9 390 S 2 b L i
(1Y) Spllsp 5 €ain b (S Sy 2015 53 ot ol ) 5 |y csoles oS St
S e ol Sb 0l Gl ele g (o)l i Slllas (RS Lk 1) cauteST L g 98 (ool il
Zokan 45 a3 o i o Libg |y Heals J 50 5L N S (VoY +) 7 ol e g € pdgh (gladllas )
SOl Sy il 9 SOb @l (la5] el (B b sllail g (095 7usly olud 1o )by g (1l S s
Sl 5 g phicadgine olud (i 5 (96 CuaSls a5 355k ol (BN s oS Col (e 45 39500
@3l S Sl & wm o s (Y1F) ohlSed 5 e (eSOl (gl amd o )11, Jle i
5 ool CaSle o> cplpl 1S (28 L S p ) (Sjlegpopad) Sb @iloglil 5 Sl sl
(Vo) Tolan 5 astg) 395 o g oolatdl IS drugs 4y ot Wlgiee a8 (Bgi i S

S o Ll ] gy YU olud Zlaw g cams (oolpd cutST L ol yaiS b awslds (0 1) cdgo slacuoluw
LB L 1) (b pllas Gl ipl 2 ogMle a8 (o0 SaS ()5 sladin o Jhals 4 (old CudS eplpli
Ol il xS 53 9 3950 QLS ogere 5 @D Ol el prizen and e B 55 ol )
S ol 4 e yobdy o Jgeud dimd o L5 (VoVY) MpgS» g €y S o Iy iuliél (SO

2l alss dgu0 b ol g al 0 (ol b b (a3 ST Lol il o o

SSOb O gabaidl el Slsebll WU €Y
A ygisS SSb g (ooladl (slaylisls p (oolaidl (M (cla LS 0w oy ool CasisS it ,US™
Mgy iz cp Vorh Jbo lou jl o (osadds .l 00y Cls 095 4 1) ldiow dagi 18] gl Jlo
(b oo Lad S s el oy oMy lasls ).ub wlaidl 5 5,0 slalase p Hbdllis
LS Je olgieds Wilosly plosl 3g5 (oolaidl 5  SSL slalis Cosdr (glyp 1) (s loldl W yguiS
w0yl g (dlos lyyae g lidle gl b ( Jbo S e ool cglaslopw Sloll ¢ yllas sl ylun
pac 2ol el oolamdl [id b wiss g &l S es Syl glaylun ol (YA O ol Sen 5 uing)d)

! Aijaz Syed et al.

2 Essid et al.

3 Bermpei et al.

4 Klomp and Haan

3> Bushman and William

6 Uddin et al.

7 Voghouei et al.

8 Fazio et al.

°Dao Ha & Yen Nguyen
19 Drobetz et al.



o i '

3 e yebdy g 3,58 o 5l ey clacpSias g oS ol o Jbo g Jor sl ;5 ol
Vil 5 5 )las Sloladl peoms (slyal 53 Slesl (V)8 & ol on 5 ,S) 3,15 o 18l ) ganS 5llauis
w5 1y oolasil sla Sluebll 5 4l e p3l (o liSalo g 5 Jlizil 4oy s liS el &S
sais y ooladl cuwlw sl Sluebll b sladsly obj)l lp ) e asgs lolpal oyl .uiS 0
Oleeds )by Ably slaidl (S5 )»L cdgy lacuwluw » Sluebll cwl 005 Cl> b g (golaidl
565 sl Slaablb 55 iz 05 )3 2Ll (slo el () i o6 args B oo 5
TS 5 e o) 35 o giome 35 1y Jlo sl ity oSl 55 o Jike |y (SO U3 5 (5 oge
(Y-YY
4 oolassl lacaluw Sliebll a8 o plie (Sb plas b3 (oolasdl slacalow Slsebll (ks
Cgd S LSy Sipl g Sloj @S 3l o)Ll gedge (ol (Al e > laBl Jelge Slpl
Bk dw 5l (Sb ol g i85 cpl (YN8 g g JeS) ob salgs i 1) 398 (oolaidl claculw
Sl Sluabll oyl g a8 o dbu) (solaidl YMST YU (oolasdl sla Slueboll ¢ Jol 2385500 £4894) Milg5 oo
Slabll pgd (V17 8] an 5 53)5:) S o aloml (S3b (2D 5 Sl gy 5oy SS9 05
YL o liuabll cpgu 3,38 oyl SGL (y93gm p doits (5 g jliel w3, (ialS 4 oo coles o &
W) & e g 3w oo &Sy D)Slas (6 S0l ) plagl sbul el &S WS o dbul ) SleMbl a5 pas
Slwabll (2t ls .l oad slpiiny Sluebll (6,505lul lp dise slaasls S Jl
ool p (YV8)7 e ¢ S0 bawgs (EPU: Economic Policy Uncertainty) (solasl slacaslw
2 ol 00 duwlee (olaidl slacuolw (Slaebll duulowe (gl basly, o &Ylie > dg3g0 s
) Canlw g dbasdl ¢ Sliobll b g pe @lalS a8 5Ylie dlusd g 0sis oy i}y, guisy] EPU aploxe
buwg (GEPU: Global EPU) jla (oolal slacwlw Sluwbll jadls $ad o (b)leds 1)l
dplbro pye 598 W (oLt Sliabll sla il (559 (6S0le g0 9 A gokae (VVF) T oo
(Y A A ) Se ¢ € > Lawsgs (WUL Wrold Uncertainty Index) sl luebll a3 ls .ol o
Economist Intelligence ) cuuwogisST cleMbl asly Jad cli)li5 5 Sluebll gbas o)y jl eslawl b

1 Baker et al.

2 Caglayan, M.; & Xu, B.
3 Aijaz Syed et al.

4 Gulen, H.; & Ion, M.

5 Bordo et al.

¢ Baker et al.

7 Davis

8 Ahir et al.



ol 2 ol s i td D Ll’,, K o 53l b “

By 31 dlaidl ¢ oolaidl Cunluo ¢ ol jgol )9l o LI5S . Cawl 00 yuand oS & (gl (Unit
0SS cpland oo ldey 1) )9S B 3 Sy 2 S50 Jelge (IS pobods g ((2)B 9 )b oy Sl
(Va9 Lsl)

Volud STyl sl 0-Y

g Camlil 3oyl 4y a8 Wil o (Jod ledstiuns g )b o laecuslun dllbcatin clolidl fols 1) slud
Shal gasls (Y20 95 5 1) 9365 50 )90 pogad 9 (gd Jid g plis jl odlituleg b g (S8 e
im0 Ui |y e (sloypuiS ol (s )3 )9S Sy (ogee (5 53 Sl 4y & sl padlE ol
oo 53 39290 b e s 2 1y g ol STyol (ad s 5l oalitl b ol cedlasd lajls T
Oyl 2ad SThal Jasls Glejlo cpl ()15 & g b S e eabady Gl leculis 5 (Ags lolie
daw 5 o CudS ol 43518 WA 45 53 55l WAL o 3 ol g i Jl8 gllas Cundg )
Slaabll @S wad o LSS 1) (ool yurie dw (oolaill laculbuw Slaebll pxe (LS olud
b 9 il olud gaw sl dlud (VL polaw g hemd (0l5 CudS piline JYL (oolatdl (ol
Byl (.Sl 39w (il L pod 5 Ggre slaply il b Jol 98 (L b3 el el Slyie
Cygocnl 3 & S oo o3l 395 CEDy byl I S ply (8)5 (sl 2l la g, 5l Sl
Ol 38l 018 S5 slaply wuoyd (B8 S ply 498l sy gl jl il Gl cunl (e Bgre slaply
13 48 35S o odlitl 1y b ytde (sl ply g (sl dlh (slmogad §) bcsil «ligl Lol b e
WS e Jee |y (Sl 150 (e asently 3 boged ol amd e Sl ) (3l g 5 2L Coles
(VY o) San g duas o)

S50 Ollas L)Y
SIS s 3 Jlo sy (SSb Jlo (65918 15l oy 4 95 dalllan j3 (VF+T) Kpoiioygo) 9 € 0 S
S alblis oyl olaasl ilaslsy e Ve BAYAS Sloj ojb (lp (29bl (slaodly 5l oslaznl b )
(PSS Cuatio )3 (659ld (5 S b (o g R Il (SSb 03 Wl o (Lo (95 slasygld oy

S o ity |y o (slocsygld (hpdy ) ool kS g syl (1 adllae ) amd lE)

! Corruption Perceptions Index

2 Lho, K.; & Cabuay, J.

Sallye dwwie bwg (CPL: Index Perception Corruption) sl Sy jasls glae cos gasls o ¥
oS ol (CIVIL) e 2lgg < dunnso (ol 3945 0 dumlie Jlol] 48 Passau olSishy 4 (International Transparency)c.slas
Oyl olga cilisce 3blio )3 Lusli Byd 10 b g Jled awnd VF & ooyl b 3 5 5 Leseoli 3lad b oj)le Baa by p V2T o

(YA () Kan 5 015551 5)



e i '

b1y ol eSSl 3 (Jlo slacSn 51 (Kb @l 60 p3b (1)) oyl 5 € Slal b (65)65»
&l Lo WA Sloj 0)9d (sl (BL modlo JESI yguw )5y 3,509, 9 Z-SCOTE aslis 5l oolizwl
ol 31 St gl sloazdly il J13 )y 3590 ooad sl 3ol oyge 53 ot dy oo 3L VO
5 Jsl w3y 3 CddS b e 5 (Kb b5 el Il gy gme jeboas (gliel 5 (Suad Sy S ol
g oials (b Old p Sey 93 ool Sl ggemme 3 Lol ilond (b O3 (ials el pgd> @) 4 299
ol 0353 513 gimo

A8l prand (gl yoliiS o9, L1y (gylasl 5 (Siuads Sy @l 5l 093 dalllas ;o (V1) ], San 5 € g
03 el 558 SO A il (glools 3l oolizl L ) (3L &5 s (SYS-GMM) (gl abs yo 5 saZumes
oliel g (Koas Sa,y a5 ol ol bl ress gols wlosls JL3 g05l 3,90 (o AFAD-VYAD loj
o isime 5yl Bloday LS5k ol s ys5ie Sy 93 ol 31 Jg 35,15 SOL o by (gl sime g iio o],
ol 03945

b oo WWAF-IYRe Slojoyed (gly SSL VY ol (glaalllas j> (VWAR) € olos olell )3 » g « SLo
i Ol Sy 93l b 5 (litel g (S oS o dlaly ol & (B slaodls i,
Serg &y ime daily cgylisl 5 (SudB Sy oy 45 Wm0 L5 oyl clbasbly bledgas pludl SOl
)13 (g3 e 8l Sb LS o g s)lite] Sy 5 (Sl Sany ized 35

Jb 53 sly9aS o dnsgs 2 kg5 S 18U o) 2 42 298 adllan 53 (WAR) (e 5 g 2l50
Dby jodlatel bp VA=Y e Sloj 0)93 (lp dnwgs Sl 5> (slaypulS | 5t 09,5 93 ) dsmys
axwgs paw il 4 oo Wadles CudS Sgupp S 39y opl 5l Sk lal claasl assly (GMM-SYS)
CadeS S90S )Y (erolie Cawliw il NS Cusliws 5 a1l cSiiie (5l )9iS Jlog)S 9> 2 sl Jlo
isles 351 Lol

loyguiS ) Jlo dmwg 2 (25 S 3B oy 4 355 S 0 (MTAY) ylSen 5 «sfpje
ol daolys cuaS jasls olgied ICGR (asli dw p3b jobaie cpl (ly sy Lulygl adhaio
Sloj ojl > Jlo dawg (adls e coSlle Goi> (aSls g (ol S9e3 padld (lyieq POLITY TV
S 390 &5 bl byl elaaisl a3l GMM. iy ealiel b yesS YV (gl .o 132-Y VA
g0 SygtS 3 Jo dawgs p 6yl e g Cute Sl VLl )S903 g CuSlle Boi> ) Cules (o3l
ol ALBD )y p

clodly jl oslaiwl b o VYAA-VYA: Sloj 0y9d (gly 263 dslllas j> (WWAY) ) Kan o €odljpiw
L (SOl 5% Ol oS Bty 208 (nl & (oS 5 e J 500,55 5 GMM 305, 5 5l L
ks Sge |y Al cpl WlgS oo (635 CudeS dgue 5 AL SR pogad Sl prew L3S

Slojles guie clo S (gl s bl 5,555, 5l oozl b 365 adllas )5 (VYAD) )Sads 5 € lisd
IR ap 2390 1y (63 S ) oty 6l sl VoAV g ol 5 oDl il iiS
023l s g )oline 5 Cute il slud 58 g eSo celaasls Sl &8 sl bl cassl .l



ol 2 ol s i td D Ll’,, K o 53l b “

dguebe egycpl 31041 gyl xe g Cute Sl Suad (adls p gy isu Sl (asls pl pegde L)l jliel
b Sl Hlan Jbo drwgi =) gly Slgi o o0l cutS

)b ol Y-
Veoh Glojojl sl ysrbgs )5S Y5 55 SSLAPTA Lol 393 )y digad 53 (Vo VF)' )y Sen 5 €@
s (Sl 3,Sdes g ybline 5l Slea SheSs o sasls @S 1Bl s GMM 3,9, b YA L
LYY By Slojojl o (SSb pllas WY (slaosls 5l ooliwl b (gladllas y3 (YoVF) ) Kan 5 «SSlga»
oyt o5 s mcse Gl |y (S 5 (sl ooty TVl (olas i 5 sl
G oAl &S 5ol log b olapllss )3 ohigt o)l S8 ke b ool S 5 S
Gl Jole g3 oyl JoSo

Jlo 5l ablidnwgs g dawgs JI 50 958 WYY @ bgsyo (slaodly jl oslazal b (Vo VF) ¥ o)) Ke2 g « S5
Al drwes (o yguiS 1D 039 Coldy cdS Wdly Ll et diBlpuani aliiS 3,559, b g.p VIV I VAAY
2 oot Sk O p gybliae jobar (ol cuS (LS > go )b (Lol e
D) site Sl adlbanngs slayguis

625 oS 3 (GMM) bl pross (sl jgliiS b, 5l oolitl by 295 allas 5 (V- VY) (655 5 Lo
s S o gy Yoo BV Jlo il lanl HoiS cutin 3 SSLVOY @l Jbo Joeid 1l 0,
ot 5ol S a3 15 iy o pd SO 05 4 i sty Jlo Jyas 45 1m0 oL
il walgs dguy 1l ol e )]

g 5 (625 S c(eolatdl Cls lizelol pae b 353 adllan )3 (VYY) ) lSen g dow Slox
Copabal i (ad s jledlatl b S o ey Jliomd Jlo wlosd a3y 5 a4yl ol ) olud
Lo it sliesls 45030 555 2 (a5t oS 055 i 5 oo 5 fSad 5 S (ool Canl
lojls Cansls slagygesl 5 doly ity 1S o blital 1) 5 glaadl cpV VB Y- -F Lo 5l (SOL
O3S 55 @595 7B gl (ol ogMle S oo b ) laplea] S 5 a5 g ()l slacunSs 292
CatsS ¢ olail Cunluw Cuslad pac) (Sudgi (6 b jusio (po Oledily ()liel dlayly S cndonidy Jad yue
aalas oyl S o L3l (LSS ls 5 Jlumud (6)heSSh @loss) dons (¢ Wb jusio g (Slud g (0l
Sy ioled) gylope slaply (oladl calus Gluebl pae 0 gaopd N LiliEl &S deo o oLl
VAY 1) (b als (650518 gl (inled) Z jliel g smd so iol38] duo ) VA ) (L SSL LS (5,50l
Jlzud Jlo load iy vl Cuslad pas 13 (gduo)d V Lol 38l cud )i prod 4 8D o idlS duo yd
& bypxio o Glesdy  Subliler S adllas pl (opl g ogMe > o el Wia > Mo VWYY B )

pis &S amy o (Ui 1) (g BB dalgd adllas oyl (S jobods MiS o gl 4 3 |) dS g (s

! Halag et al.
2 Hoang et al.
3 Rizky et al.



s i '

s dddllas cplogd o Jzud by 5 da ()b SSL ol mlo (o0l CutsS 5 wlud culow Cuslad

LS o &l dia 6 bSOl sy (eolaiBl cusluw laeb] pas Cgllasl Gl 31 Syd (gl ) cwolow dely

9 Olyyie 13l ooled cuisS LI a8 w3gs s ol 4 Gl JLid 3¢5 alllas 13 (Y+VA) o), g (o
S sils SSb Vb bl (liges 1 yelaie ol (gl Shpmds b A8 o o |y SSL 0l p (SOL o)l
Gl o)l (S (b alyybe g5 9 (3l cutS g5 & Jlaw (pl 4 Fuwl &5 wimd o L 5 S ol
g (53508l Z jliel b a5 (SSL s Iy cullad lacudgioe g alopw @l)yie Cute S ol
2 %0 sow 5l o Lilidl ) Gl g bedls Cudgie cute il o slud S S e oo
l.mcj ol yd b oo bl cidl Al D939 (el CuaSls 5 (598 Bamd,luel Fais Aile (N o
b (ool CursS w bgyie «SSL LS SHlas a8 e ] edimd lis a8 00,5 Iy eSone Al
Oy 31 «soleg kS 4 Wigd o dagie g AS o SSE 1) Z-SCOTC Jloxo iy Jilosigty 26
g e (5 alopw 3 3T sl 4 (syglagm g 29w S L i |y S (S
odlawl b O ol CutS lise ok 5o SSb ol 9 u&:b Sl sopad oy alayl, o p & o
26 il by (Sb (glopogas & and e (i gl @l 530 (GMM) 4l press
buwg 013331 Godyj Cond dn ((Sb Sjloegad jadls 9 1 (S )l SOl p ke
Sen adls ¢ blie 55 )b Sl @ls p yblins cuto 13l dos e IS 4y 90 pué (5)bs sl
e bl o (SSb pise laply JS @ (S5 i (90 pf oS0 4 eadplo laply cons
Sl @ls p (Sb sjlo pogas Collach 13l wls o ooled CusS 3gm0 el 2 ogMe 3yl SSL s L
Sy il IS b |,

Sl 9SS oy adllas 1 SOL S35 o g (oold CutSY o b oagd dlie o (YY) o Kea 5 sl
wams sl WS o dtws p (SL ol bas 0 1) ool cuas iy Lis ol b j0 (sl eSS
2545 OV ol (2265 dalllae Sl oolisnl L it (Sl slo ol yoob g8 13 (5415 slooiiS (e
L 0dyiuS jobdy (SSb S35 o &S dad o i cunY 2,0, jl oolaiwl b .p Yo+ UYARE o jl jaeboss
Cogis a5 WS e oyl o] ol (S A .l s ye (o35 039 g Jlo odlamsl MS” Jolge glgil
Lol (SO Sl peendd (gl (6900 byd (03ls Cuas

il )8 Ve dgan 51 SOL Fee 5l i slmosly jledlinul b wgd aalllas > (Y4VF) ' lay g «CwlS

axS oyl 4 (GMM) @il prons jabiiS 3,59, 51 cywsoybs bogop Yo rA= YooV Sloj 0y9d (sl sixino

! Klomp & Haan



sl 215 (s3baBl SolxSlao doliLiad d,'/&{’ {/b/ 6 22 s

sbaydgiome g (Kol Ol)jhe (pizen 300 B |y (Sl Sy 538 ©)llas 5 o oS W)
I8 oy Dyge 1y (SObols p cublad malidl S ocwsladl 5,54, 5l eolitsl b (Yo +d) "€y
09ill glaoly | (SO laiea |y (Sb cdlas iol38l LIS canliw @S el o] 5 (Sl gl (claaisl aad o
9 AS o Cuadr |y L5l bluail yde cudlad a5 cul cpl oyl lon S Slols S wls ilidl gl y
bluail g ol a8 wiil )55 sl Sao 18 Casliaw o Jlocpl b S 0 dbu] L8 511 (gaiedgw (sbao 1,5
GSOL cul (San Hl5b sla STy a7 Sloj il pie el gd o &)l jiiw cudlad 5,k jlas 5L
@S Jmd o LS ol gl amd e EalS b amd e Liul38l ]y SOb bl oMSie Jlas! cublas LI a5 wS
L] L'j L;La;cu.i)’_m )l prown SSb el LS‘)’. Codlads dl.al)n 5k anily 3929 labslro O & g b
Ol i e 33 (8,308 s 5 me ) yieS WS e sl ]y g pie CleMbl &S Sl SOl (s e
A2 Ghals ]y (SSb sy S g s dedo 1y (S old Wlg o cudlads oS aad o LS ass
03yt (sl ig3s 9 (L0 CuleS Egdge el 3929 b 45 Am3 (00 (LS (295 9 ()3 Clllas (o)
5 b)) o)l)d sasiius g ol glaalllas joim 50" 51 55 o] cilies dlad e (el ol s
6l cutS Sl Sl wyp (B Oliasd by Gl 48,55 G yao (SOL pllas uL.,)_»daLgew.a.S,ub
6 curS sla 2t ls o dal) pudiians Judoo 4 jiaS g Llad Dy oMl g drwgr Sl 0 (glayeiS
o puiio 32yb 5l Bdes (SOL @S (ooles S il cldllan ol y3 . 5103,S an g5 ol o SOb @l
GBS )5 oy 3y90 e Jalse plo 5 diloju ColdS (gilo pogas «uld) Gl able glabauly

Loald g (wigy «Jo £

b puiie 9 Joo (320 I -€
sabpll ol pl (b pllas @Sy (Sbgys Jelye g ol 6 bayusite SlST (o) jslaiods pol adlllas
(V) Joo sl 005 S Jai 5 (25 Jao duw ¢ Sl S g2 Jitwe (6 o yuito I3 29l 1 jglaiody .o
29 Ui ]y Sl (S lacSnn; Sl (V) Jio tamd oo lis ]y 0l (03l5 6 b pite L
3590 S iz p ol 158586 g ol sl ) b Comt] oy b Caad it S () Jo o ol

25 (0 38 b))
(V) s

lZ — score; = f1lZ — score; 1 + Bolinsq;s + Bslwuiy + Bulepiy,
+ BsGDPgry + Pglsize; + €;t

1 Erlend W. Nier



o '

() J
LZ — score;y = B1LZ — score; sy + [olCR; + B3ILR;: + Pylsize; + Psinfiy
+ BsGDPgry + Brexry + &
(1) Jse
LZ — score;; = B1LZ — score;;_1 + [2lCR; + B3LLR; + Liloily + Bsinfi;
+ BeGDPgry + Brexrie + &;¢
3ol o3l a8 ol osboslitul (5L Gl Byre (a3l clgieas IZ — SCOTE; 4 3l &¥oles pl
sl 015 sl Sl 4015 4y bogy e cglmodls g (ks oo Lok 5 ol dlad,
0als wadlas ol 3w, S ol curs asls cwl ol cuas jasls ol linsg;,
Slagl b yasls ol cal 005 £)913,5 (Y+))) ohSan 5 yodlS Lawgs 4 el (558 Sl sl ynS>
ol 0133,5 zlysinl WGI colo 5l byl @ baspe cleMbl g aimd o olis |y badles cusS 5 akise
45l 3)90 padld 4> 2 g Cusl 0a B8] (1) VO B (08) +V.0 05k )3 b (adls cpl 4 bgape (slaodls
bawgs oaddily] (slyadls 35 dals 598 53 SliaSs sladles (48 Fdpms Sl 1S e ile Ceons
{PSNV) ko 15 (GE) ey st 51 {CO) sl J,5 sl i Jois (1211 e 5 50318
0adls sl (VA) (0958wl 9 15 )bl 3> 5 (RL) (96 cueSls (RQ) ©yjde 5 oplsd cudeS
Do VU (s o) (Sisen 3529 s (Y15) S5 5 5o dllle | (sppm &2 )96 cnSls
ranl 0aB 5,155 o] @l ) Jodn jd a8 03,5 eslael oS o yasls

FoS> SBadli (i e (905l S ) Jgae
Table 1: Results of the collinearity test of governance indicators

GEF PS COR RQ RL VA
GEF Vooos
PS < SAVY ).
COR - S0¥ L vaey V..
RQ <55y AN <X Ve
RL < ¥e¥A R AN -+ 3F-4 - Yvao Vooow
VA -.yyay CAFFY <YYoy  SFVY < MYY Yoron

(G5 sl k)

st 3 o3zl b (YIA) ol)San 5 ol baogs & sl e bl pasls Sl (LWUI)

2 sly (Economist Intelligence Unit) CuwegisST cleMbl asly Jad wlis)li5 0 Sluebll slas

sy il wBs o Jo slasdl ¢ gobaidl Cunluw (ol jgol (eulS ja LIS Cuwl 0uds yuss guiS

ol Olodl Bllae amd oo by 1) )9S 2 > Sy g oo Jelse (S5 pobodr 5 o2yl 5 )b
iy (Sl s 3 i 1 Wl ge Slieboll sl

1. Rule of law



ol 2 ol s i td D Ll’,, K o 53l b “

2ol 2 1) jedS K oges (50 50 dlad 4y & Wil e dlud STl e3ls S ol (lepiye)
International ) cudlad Jodlpe duwge bwg ol 4 baye claodly wad o olis ol slayguss
Glizo 4y + a8 WS o Bl Ver U e o (giliel jauiST p a3Ld opl 5 00,5 &) (Transparency
Sl il lodiej A8l o dlud il ool b gillas sl 5lud 392 pas (gline 4y Vev g dsld Loy
D9 (S pllas >

Kbl Ollas + 08 (g39390) UL A b ol)ld s O jgods g Canl (K dd Sy ,5 Lo (Lr)
Ml oo Cundty SSb sla olyls JS @ (ol p3 pMB1 g oS Lo 5lyel + eSSl 1 wlllas + (655 50

Aoy SMigean) ()l e Mg G | il jlie g ABL o (silel Sy Sl (ICR)
Sy sl s JS e & (Upoll S3Sn 5 gm0+ 2838

P Sy auldgeg i 3] (Soab 5 )l Sy (b Sl @ Cnd o)l Sladl L Gl
Wb gt Sy 93 0 Slp Glye ) (Sbold p ie Il germe

P 5 Ml sty (Sl sl IS gen ) &y0ns o cunl SO il Sl (ISIZE)
Dyl (b i 3 YU (sl by dbul Jdsas (SSb plls b3 aie il 3l glyly (gkas il

L5y g5k Sl ply cal oobal wd) gl (giline 9 30 LAIBL W 0, 25 Sk (GDPr)
oiou b basly cpl (o coligss 4y Jos 39u0 oo g 005 (g0laidl glassly 5 Slos Cuadi corgo (g3laidl
Ml Sk Sl Galil o] a5 00 (SO

ol (oolall Sy Slomiw sl ()lire &5 Adl oo 0SB pae Cuad (a3 LS b o2 S (Inf)
S (Sbplls als p e Sl oolaidl ol silles

(EXR)

3 dole wal)s 4 Gl bl (Siawly & 42 b ddle olol pb Cd Cund o) I8 Sl (o)
dils Wlgy o Pl C Cond lyos 05 (gaw 3l olp) SlasBl g Heme SOl g I pl cis o ybolo
SIS sl plss OS5 dne 5 Cute Pl a5 aBl (SOL pllas LS 5 (ooladl M) (e 93955k
Cuwddy aalllan 3550 0593 (gl (oMl (§)902 (535 y0 SO I ] eFiw P il Canid 4 Lo (slaodls
ol oel

Sb ol Glpl (i Pl Cd und g ) 5 (I (AlBL Mg ey £ 4 bgye slaedls

ol odel Cawddy adlllan 390 095 (gl oMol (6y500> (555 yo

O Ry, - T-E
@ bgye Bl gloosls (ol 5 (S pllss Sy (ool S’ sboasls il b))l g dllis gl

)I)S‘ P)J ) JAA L)M S 9 d)ﬁié"} u».m\\‘~\—\\“/\\/ L;\Lc) D)L: le)J @09»” 9 Lf‘l9‘> \g.g)b YA

@ y2lis s gl loles colsy o318 Lly clomnyl 55 et SOy g o y3les drmgs eyl iy Lol ISl 4y bogyyo diges )
Al o (6 )55, «(63 ey liaygl cmajl ) B8 e



e i '

(VA2)) «uby g €Y ) Lwg oS (GMM — SYS) ot aibpsess j9kusS 5,9, ;I Stata 17

B wluly ] sadodlitu] bl dmwgs (VARA) T€ubY g « JUMD lawgs dabdl 5 ¢ oddslpidn
oozl _ziasslazdl gl Joe Blday boj ojl Jsb 51 abolio Sl 59505 )31 Sy y3 oY+ 10) T4 yuu
ool plaazg S350 el

2 ol g (Y++)) "€l oS b di> Bl cslaJio & Cams 3,509, ool ] odlital g
uly yusite 3 S 90 4ddg p3lie jl okl Jdsey iz D90 (U Jtue (¢ lapite (2lj0gy J S
Ly pials wuniosnlie (JKeal JyuS (el «g)lil s Bayaste B 55 ()18 (slojgu S5 4By polie
S o ol 1y St 5 sty o o dm polt5 5 asion JSito Lo 3,55 1

ub:g 9 @L“d .0
daly duiy 903l V-0
23,5 Jobs lisabl (¢ b yuaio ((2Ulo) 2Lk 5l conl 5l o (L8 350 3 0ddipmad s Jde (e8I Ll

bl oan Caa Gl (il > b gt O (g Sy JSde Gop cuw bapite (oLl pas 1)
ad 48 ol oddbosliiwl ADF-Fisher o (Y++¥) [)San g ) §Y++V) 92 9 o sy 5l cslo o

oy ady o3l @Y Jgua
Table. 2: Unit root test results

LLC IPS ADF
. 9 %9, . 999, . 9 %99, . i
& 1 Jotse | fope | oo o
SIS 2 ; BLNE S ; BLNE S ;
. KW . lase . (RS
KV K9S K993
ela.m).)
" —).YAAY SY¥A - D\YF —¥5A AR B-X Y LoaZ
(++AY-) (+-DAYY) (- X+¥Y) (-¥an) (+.+20) (+.+0AY) 0§ £-score
Wt .00AS \A SR £.04-5 AARIN \AAN OYAVY L )
Lol 0g wul
(Ve ) (-aa4) (Ve ) (Ve ) (Ve ) (Voo s s
i —¥ 580 —VYFEVA VYFA0 A AN \ESESD YEYA - L )
] 0g cp1
(+ee-) (+ee) (~a5Y) (+e4) (~a2q) (++4)
w V1A -0.0-9 —\Y.e YA —YFIVE y.AQQY FYADY- Logi
] 0g 1nsq
(vreev) (see) (see) (vee) (see) (+ree¥)
w —SYO¥SS | —00.OF-) AT —yv.yava Ya.A- YA SYXSOF Log si
] 0g s1ze
(see) (see) (see) (vee) (see) (s eY)

! Arellano, M. & Bond, S.
2 Blundell & Bond

3 Pesaran

4 Baltagi, H.



ol 53—\ 55:1.4_:.31 Silalho doliliad

dj/&,’){/b/u’ﬂ_/g;l.“auu/ H

e CYASV- SVATIA —.X-0 LYY Y FAFVY L
(o) | (AYM) | XEE) | e | (aar) | (-Yoar) og et

e -0.yvay Y. o -Y.Y¥YD -\ SYYE £Y.yaY OY.FAY- Log |

5 og lr
(croe°) (oov°) (oov°) (+.00Y) (+.e-¥) (%)

N SYSAVE | SENRY | Y¥e\. | TAYAY | oSS | avAAYY Low il

; og oi
(croe°) (oov°) (+.o-Y) (+.0-Y) (+.07V) (1)

s Y.FV- vy \Y-AD AVTYY WEES | AFIA Lowing

Lol og in
(-aw) (Vo) (- M) (Vo) (-235) (Vo)

bk «YVY. \AMAE « ¥vo-. ANYSY yYy.v.av Voo VY L
(55N | () | | (e (- 28Y) (Vore) 08 Xt

e -a.yvoy¥ EAARZAN] -YAavay AN YY.AFVA ARTAYANE Gd

] ogr
( ...) (.'.. ) ( ) ( ) (.....) (.....)

Jsl 40 Sl

i AAAZSY EAARY4 - A —ANY- ara-F YYA.0QY Log 7

; og Z-score
( ...) (.... ) ( ) ( ) (.....) (.....)

i -0V -V -Y.bV —¥.YAY Qe YY YAN5D L .

; 0g wul
( ...) (~.~AY) ( .~f) ( ) (0.~0~) (~.~..)

i =Y\ VAY —\FAFYD -¥.0A —V..0-¥Y Ay VFAMA L

; og cr
( ...) (~.n ) ( ) ( ) ('.~0~) (~.~..)

N YAFE | YAVRY | sy | YOWF | R0¥PAY | - Logint

5 0g In
( ...}) (.... ) ( ) ( ) (.....) (.....)

N SSAYEA | 0Py | —saFY | avesy | wann | s .

] 0g exr
( ...) (.... ) ( ) ( ) (.....) (.....)

ADF g i piwg (Sadilslen (903 gls ¥ Jgao

A (63 xe g S Lo 8l 3D dlael [ Baioo glaadl ipuie)

oS 5 goaly  Kililed yg03l Y-0
sl ol (StBLlon )y ) ol Baa sl (Sublilon (ygoil ()2 daJde 25l 5l Gy (s 905!
ol ad S 5 5l Sl Lol el oo ols g, (gl g 0395 Ll oabail loj gy ST a1 oS

Table 3: Results of Westerland and ADF cointegration tests
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Table 5: Results of Sargan's test for the validity of the instrumental variable
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