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Table 1: System GMM regressions of institutional variables on growth

for a sample of developing countries and Asian countries Data and methodology:

Introduction:

Once dubbed “the Asian miracle” by the World Bank for We utilise annual data of 68 developing countries for
their high growths in 1990s, Asian economies came - : Period Period 1984-2008 i.e. Real GDP percapita, population growth
g . . . e s ole Asian 5
crashing following 1997/1998 financial crisis. How does Estimation e lo: 14 | Pre-AFC | postAFC (WDI-WB), investment share of real GDP percapita
the countries’ institutional qualities link to these episodes? strategies sampte._ 68 sampte._ Y41 qosa- | (1997 (PWT6.3), and institutional quality (ICRG and Polity IV).
gounies il 1996) 2008) System Generalized Methods of Moments (GMM) by
Arellano-Bover (1995) / Blundell-Bond (1998) is employed
Asian Economic Growth and Institutional Quality Constant 0.173 -0.146* -0.112 -0.159 to estimate the equation.
3 Real GDP percapita growsh (RH g% (0.141) (0.078) (0.071) (0.099) Results discussion
. o In (Yie.1) -0.005 -0.013** | -0.008* | -0.007*
(0.003) (0.004) (0.004) (0.004) 1. On overall, the results confirm the evidence of
& & In (s,) 0.023%%% 0032 | 0.033** | 0.036%** convergence effect in the sample countries, and a
4 0% (0.007) (0.011) (0.012) (0.009) significant growth-effect of physical capital.
2 i 2% In (n+g+o); 0.103* -0.058 -0.038 -0.057 2. Institutional quality does matter for economic growth
o T (0.058) (0.035) (0.028) (0.040) of developing countries as indicators like Investment
T @ @ o ntwY Rk iaah-ak R Investment Profile 0.003** 0.004** | 0.010** -0.005 Profile and Government Stability are consistently
§ &8 8 § 8§ /3598 % Bt (0.002) ©0.002) | (0003) | (0.005 among the significant determinants of growth across
Law and Order 0.003** 0.001 -0.002 0.000 all estimations for both samples of developing and
Previous studies: (0.002) (0.002) (0.002) (0.003) Asian countries. The effect of Investment Profile is

particularly larger in Asian countries than in

Theoretical: Lanyi & Lee (1999), Lingle (2000), Ahrens Corruption 0003 0.001 0.001 0.003 developing countries, and for period before AFC.
(2002), Li (2003), and empirical: Helliwell (1996), Rodrik | _ {2 (I 0% 0 R s p e
(1997) and Campos & Nugent (1999). On overall, the Lreaticragy -0.000 0.001 0.001 0.001 ' PocIJ'lthz Ilns:jgnl |<:jan, ne:ga “{S cog 'Cf'?ﬂ < vazla &
region is characterized with authoritarian government | Quality (0.001) (0.001) (0.001) (0.004) ¢ A: Y n‘en trcrr1€ etn(t:e ﬁew r?nrﬁ(ie Or v\ir:mpor Ace
implementing interventionist policies, strong government- Government 0.007*** 0.003* -0.003 0.006 VAN SlE0RG, Slale On economic growdi.
business linkage, relation-based governance, secure Stability (0.002) (0.002) (0.004) (0.004) 4. The results for Asian sample however suffer second
property rights and bureaucracy quality. Democratic -0.000 0.000 -0.000 0.001 order serial correlation problem, and weakened
The model: Accountability (0.002) (0.001) (0.002) (0.002) Hansen test.
. Executive 0.007*** -0.000 0.001 0.003 ;
We use Cobb-Douglass function: Constraints (0.002) ©0002) | ©003) | (0.005) Concluding remarks
— 1. K~ ( Aﬁ LI )l—a Polity2 -0.004** -0.002 -0.004 -0.004 On_ oyerall, our study has:, sucqessfully qchi_eveq its
[ NUEASR = (0.002) (0.002) (0.003) (0.003) o_bjec_:;!ve to extend the existing evndenﬁe of mstltultlonal
a a ) significance to economic growth in developing
Inv. =InA. +at+Inl. + Ins. — In(h+4d+3) AR1 p-value 0.002 0.002 0.005 0.003 A . ! .
Yit /-\0 g it l- = af it g ( g )n AR2 p-value 0126 0.007 0.004 0.002 countries particularly the Asian region.
based on the institutional frameworks: North (1990) - | Hansen p-value 1 1 1 1
secure property rights- and Acemoglu et al. (2005) - | Observations 1548 299 310 311 Important references
hierarchy of institutions theory. Number of country 68 13 14 14 A Blicasigiaionc s o B
L NO Of instrument 780 290 253 199 cemoglu, D., Jo ps9n, % 0 |n§on, A . Institutions as a Fundamental _auseo
The hypothesis is: Notes: The estimators are one-step GMM with robust standard errors in parentheses. Time dummies é?gsv-tﬁ,ugdﬁirgrﬁ?vvgufn':hl?i?‘nzﬁ;gt;:rlog f;;et:\g;a%agsg?e)r Higgluook.of Econgruic
“ : : o A =" are included in all estimations. ***, ** and * indicate that the coefficient is significantly different from
InSt'tUt.'onaI quallty 8 Capable of e>_(pla|n|ng t.he zero at the 1%, 5%, and 10% respectively. For robustness check, pooled OLS and panel Fixed effects North, D. C. (1990) Institutions, Institutional change, and Economic Performance. New York:
ecor_10m|c performance J of developing COUFIII',I,ES are also estimated. The above table report general model estimation, and in separate system GMM Cambridge University Press.
particularly the Asian region for the past 25 years. estimations, we also test for individual institutional variables® significance. Their results are not
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