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This study aims to measure the impact of governance indicators on several
economic performance indicators for the period 2010-2022, focusing on selected
international groups consisting of five European and five Asian countries covering
the same period. The research problem is represented by the following question: 7o
what extent do governance indicators—voice and accountability, government
effectiveness, political stability, regulatory quality, rule of law, and control of
corruption—alffect three key economic variables representing economic
performance, namely economic growth rate, inflation rate, and foreign direct

investment (FDI)?

The importance of this study stems from the growing global interest in governance
as an effective tool for promoting economic development, achieving transparency
and accountability, and reducing corruption, especially in developing countries.
The study seeks to link economic performance with institutional practices from a
governance perspective, thereby enhancing understanding of the interactive

relationship between institutions and economic policies.

The study is based on the hypothesis that governance positively affects the overall
economic performance of countries and that each governance indicator has a
distinct impact. To achieve its objectives, the study adopted a descriptive approach
in the theoretical framework and a quantitative analytical approach using panel
data to estimate models and analyze relationships among variables as the applied

part of the study.

The econometric analysis results showed that governance indicators—particularly
the rule of law, regulatory quality, and voice and accountability—are positively
and statistically significantly correlated with the economic growth rate. These

findings are consistent with the study’s hypothesis.
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The study also found a positive and significant relationship between government
effectiveness, political stability, rule of law, and voice and accountability with
foreign direct investment (FDI), aligning with the proposed hypothesis. Moreover,
the estimated models indicated a significant inverse relationship between
governance variables and the inflation rate, specifically for control of corruption,
government effectiveness, rule of law, regulatory quality, and voice and
accountability—all negatively associated with inflation. These results, too, are

consistent with the study’s hypothesis.

The study concluded with several recommendations, the most important of which
are: the necessity for the countries in the sample to adopt governance principles as
a regulatory and institutional framework to enhance economic performance
efficiency; the emphasis on comprehensive institutional reforms covering the legal
and regulatory infrastructure; and the promotion of the independence of oversight

bodies and the strengthening of societal participation.
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ABSTRACT
This study aims to measure the impact of governance indicators on several

economic performance indicators for the period 2010-2022, focusing on
selected international groups consisting of five European and five Asian
countries covering the same period. The rescarch problem is represented by
the following question: To what extent do governance indicators—voice
and accountability, government effectiveness, political stability, regulatory
quality, rule of law, and control of corruption—affect three key economic
variables representing economic performance, namely economic growth

rate, inflation rate, and foreign direct investment (FDI)?




The importance of this study stems from the growing global interest in
governance as an effective tool for promoting economic development,
achieving transparency and accountability, and reducing corruption,
especially in developing countries. The study seeks to link economic
performance with institutional practices from a governance perspective,
thereby enhancing understanding of the interactive relationship between
institutions and economic policies.

The study is based on the hypothesis that governance positively affects the
overall economic performance of countries and that each governance
indicator has a distinct impact. To achieve its objectives, the study adopted
a descriptive approach in the theoretical framework and a quantitative
analytical approach using pancl data to estimatc models and analyze
relationships among variables as the applied part of the study.

The econometric analysis results showed that governance indicators—
particularly the rule of law, regulatory quality, and voice and
accountability—are positively and statistically significantly correlated with
the economic growth rate. These findings are consistent with the study’s
hypothesis.

The study also found a positive and significant relationship between
government effectiveness, political stability, rule of law, and voice and
accountability with foreign direct investment (FDI), aligning with the
proposed hypothesis. Moreover, the estimated models indicated a
significant inverse relationship between governance variables and the
inflation rate, specifically for control of corruption, government
effectiveness, rule of law, regulatory quality, and voice and
accountability—all negatively associated with inflation. These results, too,
are consistent with the study’s hypothesis.

The study concluded with several recommendations, the most important of
which are: the necessity for the countries in the sample to adopt governance
principles as a regulatory and institutional framework to enhance economic
performance efficiency; the emphasis on comprehensive institutional
reforms covering the legal and regulatory infrastructure; and the promotion
of the independence of oversight bodies and the strengthening of societal

participation.
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