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Abstract

The study aims to clarify the relationship between the quality of institutions, investment and
economic growth, ie research into how the quality of institutions affect the growth of per capita GDP, by
attracting investment. The study relied on the methodology of economic measurement in estimating the
Solow model supported by the measures of institutional quality during the period 1996-2015, through a set
of variables, namely, the primary level of output, the primary level of education in secondary, the rate of
population growth and investment, the quality of institutions and commercial openness. The measurement
results showed that there is a statistically significant positive effect on the quality of institutions on
investment (direct impact) and economic growth (indirect effect). One of the most important conclusions
was that developed countries achieve high levels of growth performance due to the existence of a strong
institutional structure that works transparently and is keen to apply the standards of good governance,
which formed a distinctive atmosphere attractive for investments, whether domestic or foreign, such as
trade openness, which contributed to attracting heads Funds to it. Therefore, the study recommended that
middle-income countries with a weak institutional structure follow the path of their counterparts and apply
good governance standards to reach their income levels.

Keywords: Institutional Quality, Investment, Economic Growth, Cross-country Income Differences,
Advanced Countries, Cross-section Data.
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Russian Federation — South Africa — Thailand- Tunisia — Turkey
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(Middle East and North
Africa)

ECA
(Europe and Central Asia)

EAP
(East Asia and
Pacific)

OECD
(Organisation for Economic
Co-operation and
Development)

Algeria - Egypt Arab Rep. -
Iran, Islamic Rep - Jordan -
Morocco - Tunisia - Israel

Albania — Bulgaria — Georgia -
Romania — Russian Federation-
Turkey — Ukraine- Austria -
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Slovak Republic- Slovenia — Spain- Slovenia — Spain — Sweden —
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Kingdom United States
LAC SASIA SUBS NAM
(Latin America and the (South Asia) (Sub-Saharan (North America)
Caribbean) Africa)
Bolivia - Colombia - Costa Bangladesh Cameroon - Ghana— | United States
Rica - Dominican Republic- | India Mauritania - South

El Salvador- Guatemala -
Jamaica — Mexico- Paraguay —
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Africa - Seychelles
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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 1,01 091 0,96
East Asia and Pacific 0,75 0,97 0,28 0,82 0,54 0,56
Middle East and North Africa -0,11 0,00 -0,73 -0,24 -0,07 -0,66
Sub-Saharan Africa 5 -0,19 -0,14 -0,07 -0,29 -0,31 -0,19
Latin America and the Caribbean 12 -0,15 -0,06 -0,24 0,16 -0,33 0,25

(WGI 2016) Joudt St by oo B3t Eorldl Sl gkl
3l Sllawge) o8] i degera/ily JS 2 ybedl pediVly jloma¥) (Slawwell (g3laBY) godl s1aT 15 ekl

(2015-1996
Country/Group or region Number of Countries GROWTH (%) INST INV (%) OPN (%)
Algeria 1 0,85 -0,89 27,82 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
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United States

Middle Income Economies

High Income Economies

OECD

Europe and Central Asia

East Asia and Pacific

Middle East and North Africa
Sub-Saharan Africa

Latin America and the Caribbean

32
33
29
31

5
12

0,63
1,11
0,86
0,81
1,04
0,89
0,92
0,84
0,85

1,34
-0,32
1,19
1,22
091
0,66
-0,29
-0,20
-0,07

20,94
22,73
12,35
22,48
22,23
25,66
24,53
24,60
18,86

26,09
73,80
91,34
87,29
94,78
81,13
72,66
90,08
67,48

(WDI 2016 and WGI 2016) Jsdt &hdl by e BYail Er L) NS SNIIN]
1996 8l P il o 34l Gl g0 Jums Growth tdmldl 8 pieedl gedl Olluodl gl s 16 okl

Dependent Variable : Growth rate of per capita GDP, 1996-2015

Vble/EQ (1) (2) (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)
R2 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)

Erll Sl gl
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