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The Impact of Governance on the Efficiency of
Public Spending:
""An Empirical study on the Syrian Economy"

Dr. Rasha Sirop” Nomaeer Al-Nahhas™

Abstract

There are many factors that affect the performance and efficiency
of public spending. Governance is a crucial factor in improving the
efficiency of government spending because it can change the
incentives of allocating the public resources of economic institutions.

This paper studies the relationship between governance (through
regulatory quality and government effectiveness) and its impact on
the effectiveness and efficiency of public spending (represented by
real economic growth) in Syria during the period 2000-2018 using the
autoregressive distributed lag ARDL.

The results show an increase of 1% in government effectiveness
will lead to an increase by 0.2% in economic growth in the long run,
and that there is no relationship between regulatory quality and
economic growth. The results also show that economic growth in
Syria is consistent with the endogenous growth theory based on
technology and human capital.

Key words: Public Spending, Economic Growth, Size of the
Government, Regulatory Quality, Government Effectiveness

“Lecturer - Third Economic Faculty- Damascus University.
Professional Master in Technology Management - Syrian Virtual University.
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2017~ 2004 5 i Al il Aygins iy A pA) Sl syl Ciag) 0 Jgad)
Cpiall gl Jalail) —(2) o) Jsand)

QULR GOVE EDU ECO GOVI  ECOGROWTH

-1.346294 -1.104840 112930.5 484412.0 344076.9 -0.045729 (bal) gl
-1.357165 -1.139666 94037.39 314183.0 327000.0 0.024487 Ll
-0.902304 -0.504767 260542.0 1181749. 678000.0 0.086345 iap o
-1.827265 -1.818922 41937.00 149608.0 180000.0 -0.357571 PO
0.327002 0.461174 63974.18 326854.7 137332.0 0.148545 | obaall cilaiy)
0.101632 -0.206185 1.081671 0.665701 1.061356 -1.432947 £ 15N)
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.The Bounds testing approach asaall HLia) meia aladiul Jiady Gl
ds¥) AN aie PP asgll jda JLEd) —(3) o) Jgaad)

At First Difference (PP)
d(LECOGROWTH) _d(LGOVI) __d(LECO) d(LEDU) d(LQULR) d(LGOVE,
t-Statistic 9.0581 -4.0756 -3.8794 -4.5990 -3.7880 -4.1103
With  Prob. 0.0000 0.0023 0.0040 0.0004 0.0053 0.0020
Constant sesteske sesfeske sesfeste sesfeske sesfeste sesfeste
With _ t-Statistic 9.0135 42242 -4.0038 -4.6986 37526 -4.1588
Constant  Prob. 0.0000 0.0079 0.0143 0.0020 0.0271 0.0094
& Trend EE2 sesfeske £ sesfeske £33 sesfeske
Without _t-Statistic 9.1432 -3.6435 3.3633 2.8589 377518 41328
Constant  Prob. 0.0000 0.0005 0.0011 0.0050 0.0003 0.0001
& Trend sesfeske sesfeske sesfeske sesfeske Hesfeske sk
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o el dgmg cagaall mgia aladiuly dldg (ARDL) dangia Lia addind Cogu
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plasiuly (Pesaran) 1997 ddpha Hlidl Gl 4ies ¢lgd Sy Anaill Judlad) (ailiad
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Selected Model: ARDL based on Akaike info criterion (AIC)
Dependent Variable: LECOGROWTH
52 Observations from 2005Q1 2017Q4
Variable Coefficient | Std. Error t-Statistic Prob.*
LECOGROWTH(-1) 0.364248 0.133180 2.735018 0.0096
LQULR 0.005127 0.004121 1.244123 0.2215
LQULR(-1)| -0.006052 0.006070 -0.997045 0.3254
LQULR(-2)| -0.001630 0.005130 -0.317691 0.7526
LQULR(-3)] -0.001631 0.004697 -0.347184 0.7305
LQULR(-4) 0.005482 0.002941 1.864114 0.0705
LGOVE| -0.017600 0.002225 -7.908193 0.0000
LGOVE(-1) 0.025481 0.004290 5.939925 0.0000
LGOVE(-2)| -0.006515 0.003190 -2.041853 0.0485
LECO| -0.004568 0.001345 -3.395967 0.0017
LEDU| -0.014995 0.006139 -2.442612 0.0196
LEDU(-1) 0.018591 0.006621 2.808007 0.0080
LGOVI 0.014374 0.003698 3.886540 0.0004
LGOVI(-1)] -0.017655 0.005042 -3.501444 0.0013
LGOVI(-2) 0.003657 0.002674 1.367674 0.1799
C 1.476140 0.306877 4.810202 0.0000
R-squared 0.958120 Mean dependent var 2.301719
Adjusted R-squared 0.940670 S.D. dependent var 0.003472
S.E. of regression 0.000846 Akaike info criterion -11.06521
Sum squared resid 2.57E-05 Schwarz criterion -10.46482
Log likelihood 303.6953 Hannan-Quinn criter. -10.83503
F-statistic 54.90671 Durbin-Watson stat 2.224157
Prob(F-statistic) 0.000000

Eviews 10 clajda (ofialill lae) ¢pa @ jaal)
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Bound Test gaal) jlid) -z

Langier D) a8z dgail) (8 Clporiall (o @il JlSS a5y (e (38a1
F-Stat 4ad of yeday s3lly colial Jsanll 3 daiasall eljidiall JulSill 3gaall las)
Fol AN (55t rie (4.68) AoV Adgall iadll o ,S1 5,46 (gslasi Ly sl
Al A dlly Jsilly @l fidia JualSS 2 gy pdns Al arall dpiajh (ad) ey e
2 sal) Cystie n JaY) Aligla A3l ADe 3 a0 AN

el Jalsill gand) HLad) milis —(5) ad) Jgand

F-Bounds Test Null Hypothesis: No levels relationship
Test Statistic Value Signif. 1(0) I(1)
Asymptotic:
n=1000

F-statistic 5.460117 10% 2.26 3.35
5% 2.62 3.79

2.5% 2.96 4.18

1% 341 4.68
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ARDL Long Run Form and Bounds Test
Dependent Variable: DILECOGROWTH)
Selected Model: ARDL(1, 4, 2,0, 1,2)

Sample: 2004Q1 2017Q4
Included observations: 52

Variable Coefficient Std. Error t-Statistic Prob.

LQULR 0.002040 0.002487 0.820178 0.4175
LGOVE 0.002151 0.001077 1.996704 0.0335
LECO -0.007186 0.001298 -5.536444 0.0000
LEDU 0.005657 0.002485 2.276495 0.0289
LGOVI 0.000592 0.002553 0.231856 0.8180

EC = LECOGROWTH - (0.0020*LQULR + 0.0022*LGOVE -0.0072*LECO +
0.0057*LEDU + 0.0006*LGOVI )
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