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ABSTRACT:

This study aims to try to know the nature of the relationship between financial
corruption and economic growth in Algeria, the problematic of study revolves around: how
financial corruption in Algeria affected economic growth in the period 1990-2019.

To answer this problematic, the study followed the descriptive analytical approach in addition
to form a standard model that includes a set of indicators are: Gross domestic product GDP,
Corruption Perceptions Index CPI of Transparency International Organization, and World
Bank Governance Indicators.

The results of the study found that there is an inverse relationship between financial
corruption and economic growth in Algeria, in addition to the existence of a mutual effect
between the various indicators, where financial corruption had a negative impact on the rates
of economic growth and this is due to the weak indicators of governance in Algeria.

Key words: financial corruption, economic growth, governance
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Dependent Variable: GDP
Method: Least Squares
Date: 05/11/20 Time: 05:43
Sample: 2003 2018
Included observations: 16
Coeffic Std.
Variable ient Error t-Statistic Prob.
C -156.1885 70.32275  -2.221024 0.0434
CPI 0.874298 2.220058 4447767 0.0006
R-squared 0.585586 Mean dependent var 154.8519
Adjusted R-
squared 0.555985 S.D. dependent var 44.45036
S.E. of regression 29.61926 Akaike info criterion 9.731195
Sum squared
resid 12282.21 Schwarz criterion 0.827769
Log likelihood  -75.84956 Hannan-Quinn criter. 9.736141
F-statistic 19.78263 Durbin-Watson stat 0.660050
Prob(F-statistic)  0.000552

Estimation Equation:
GDP = C(1) + C(2)*CPI

Substituted Coefficients:
GDP =-156.188504213 + 9.87429775281*CPI
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Covariance Analysis: Ordinary
Date: 05/11/20 Time: 13:37
Sample: 2003 2018
Included observations: 16
Correlation
Probability GDP CPl EE GE PS5 QR RL CC
GDP 1.000000
CPl 0.641215 1.000000
o.o0v4 0
EE 0.007124 0.312505 1.000000
0.9791 0.2386 een
GE 0201697 0.318105 0.382889 1.000000
0.4538 0.2299 0.1433
PS 0.281641 0.353098 0.401567 0.456107 1.000000
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ar -0.854184 -0.718400 0.151331 -0.200916 -0.205441 1.000000
0.0000 0.0017 0.5758 0.4556 0.4453 00 e
RL -0.555681 -0.449653 -0.1016486 -0.210439 -0.587917 0.633510 1.000000
0.0254 0.0806 0.7080 0.4340 0.0166 o.o084 0
CC 0.355665 -0.120568 0.113467 0.293430 0.185353 -0.026789 -0.062260 1.000000
0.1764 0.6565 0.6756 0.2700 0.4919 0.9216 o.sis8 =

D OF ol dganall o oSl
Agla>] AN o135 CPI/GDP 580 (0,64 Usies 33 b dorge LU, BYe 555m9—
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Dependent Variable: GDP

Method: Least Squares
Date: 05/11/20 Time: 12:38
Sample: 2003 2018
Included observations: 16

Coefficie

Variable nt Std. Error t-Statistic Prob.
CPI 0.272829 0.708120 0.385286 0.7101
CcC 228.3077 87.69253 2.603502 0.0314
EE 47.70531 86.46089 0.551756 0.5962
GE -136.5754  123.7048 -1.104043 0.3017
PS 17.13945 39.26466 0.436511 0.6740
QR -116.3498  41.12543 -2.829145 0.0222
RL 44.36976 126.6646 0.350293 0.7352
C 196.1137 128.0561 1.531467 0.1642
R-squared 0.873265 Mean dependent var 154.8519
Adjusted
R-squared 0.762371 S.D. dependent var 44.45036
S.E. of
regression 21.66830 Akaike info criterion 9.296431
Sum
squared
resid 3756.122 Schwarz criterion 9.682725
Log
likelihood -66.37145 Hannan-Quinn criter. 9.316212
F-statistic 7.874808 Durbin-Watson stat 2.066542
Prob(F-
statistic) 0.004638
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1.000000 -0.120568 0.312505 0.318105 0.353098 -0.718400  -0.449653
-0.120568 1.000000 0.113467 0.293430 0.185353  -0.026789 = -0.062260
0.312505 0.113467 1.000000 0.382889 0.401567 0.151331 -0.101646
0.318105 0.293430 0.382889 1.000000 0.456107 -0.200916  -0.210439
0.353098 0.185353 0.401567 0.456107 1.000000 -0.205441 -0.587917
-0.718400  -0.026789 0.151331 -0.200916  -0.205441 1.000000 0.633510
-0.449653  -0.062260  -0.101646 = -0.210439  -0.587917 0.633510 1.000000
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Estimation Command:

LS GDP C QR CC

Estimation Equation:

GDP = C(1) + C(2)*QR + C(3)°CC

Substituted Coefficients:

GDP =162.587137436 - 115.157199142*QR + 203.750744277*CC

Dependent Varable: GDP
Method: Least Squares
Date: 05/11/20 Time: 12:45
Sample: 2003 2018
Included ocbservations: 16

Variable Coefficient Std. Error t-Statistic Prob.

CC 203.7507 67.80363 3.005012 0.0101

QR -115.1572 15.09820 -7.627215 0.0000

c 162.5871 4262892 3.814010 0.0021
R-squared 0.840455 Mean dependent var 154.8519
Adjusted R-squared 0.815909 S.D. dependent var 44 45036
S.E. of regression 19.07177 Akaike info criterion 8.901657
Sum squared resid 4728.523 Schwarz criterion 9.046517
Log likelinood -68.21325 Hannan-Quinn criter. 8.909075
F-statistic 34.24081 Durbin-Watson stat 1.837815
Prob({F-statistic) 0.000007

D VSO migedl ks e OB (16-2) o3y Jgdnd s 15y
GDP = 162.587137436 - 115.157199142*QR + 203.750744277*CC
t L ol sl e
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Series: Residuals
Sample 2003 2018
4 Observations 16
Mean 1.68e-14
3 Median 0.027750
Maximum 37.65161
Minimum -30.40991
) Std. Dev. 17.75486
I Skewness 0.199176
Kurtosis 3.061532
19 Jarque-Bera  0.108314
Probability 0.947283
0

-40 -30 -20 -10 0 10 20 30 40
Bl adlay W eV wdl o Si13-2)3, K P e gl
g aedey el b 2y LiSe Y ey (05 mgall (sgmen 0 ST (Probability=0.947283)iUIJ By
AL 3l Al e (K g5 sl Of
oot JAEl 358 B3 Cmsnes i(AUtocOrTelation ) stasd1 SN BLY e S L -2
e oo M sl DLW ASes e GiSU aasll ohlasVl sl ey BV A
Breusch Godfrey Serial Correlation test (LM) ,Lz1sDurbin Watson test(DW) Lz

EVIEWS10 guobip il pes o0 sbaall —(17-2)08y Jgutr

Breusch-Godfrey Serial Correlation LM Test:

F-statistic 1.457085 Prob. F(2,11) 0.2746
Obs*R- Prob. Chi-
squared 3.351024  Square(2) 0.1872

i3 Of «— Breusch Godfrey Serial Correlation test (LM) jLexi= (17-2) Joadl s IS 0 el
9055 33(F-STATISTIC=1.457085)a 51 2 asla~] L=l awld) (Prob=0.2746)Jt=>Y
S 3sadl Jlsd 315 Lol sy e o5 S(Hoppaal 2058 Jsi UL sete Miay
(Heteroskedasticity test)stasS ol (uilos) O pds jlas1-3

Sl il ohlasl sae el (S QU sl Jle dade cp ol o sl e S
Ul Jgud) (3 mose 4o LS ((Breush-Pagan-Godfrey)
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Heteroskedasticity Test: Breusch-Pagan-Godfrey

F-statistic 0.051894 Prob. F(2,13) 0.9496
Obs*R-squared 0.126727 Prob. Chi-Square(2) 0.9386
Scaled explained SS  0.086233 Prob. Chi-Square(2) 0.9578

b adege Y05agme sy o ST (PTOD. Fy 2 aslamy adlamV) andll OF oMol amzgll i) glis
G b OVl domgeY (6T ibmin WY1 L5 OF f Sl o Gl 2300l) Ll o o ((Hgypaad) 2053
.)J\.E.L\ CJ}A-J\ ;\.19_5- >

Ju My R-squared=0.840455 wud e aad il (16-2) 3 Jsdl o 133631 35 =4
ot Bda) Bl Ll G s a9 ) il e 908404005 s jaal) Z3gal) alisd) Sl OF e

.C'sr.d\ Q ey @:’-T oy

e dekey ALl 2l e jlsll 3gad) S35 e Ky taadl ollasY) BB et el e b e sl
DAl 3l e Jg
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Estimation Command:

LS EGR PS QR

Estimation Equation:

EGR = C{1yPS + C(2)*QR

Substituted Coefficients:

EGR = -4.18360869447*PS + 1.73704182365*QR

Dependent Wariable: EGR
Method: Least Squares
Date: 05/M11/20 Time: 13:16
Sample: 2003 2018
Included observations: 16

Variable Coefficient Std. Error t-Statistic Prob.

P3 -4 183609 0.635549 -6.582672 0.0000

QR 1.737042 0.753192 2.306241 0.0369
R-squared 0. 492930 Mean dependent var 3.287500
Adjusted R-sguared 0456710 S.0D. dependent var 1.586978
S.E. of regression 1.169733 Akaike info criterion 3.267896
Sum squared resid 19.15585 Schwarz criterion 3.36447T0
Log likelinocwod -24 14317 Hannan-CQuinn criter. 3.2T72842
Durbin-Watson stat 2442175

VST OSS agedl s s OB (19-2) Joad e lele

EGR = -4.18360869447*PS + 1.73704182365"QR ‘

1o el sl e

& cson 459 (1.737=COE 0¥ (EGR) 3Vl sl Junss (QR) ool deyi o 23k 23e dliam
A.T37 o eobasVl sed) Joas slis) (I (o35 0obaidll R o By gy 830301 0] (6T colisf ISl

oUsl ISadl mosg (4.1836--=COE)ssLas¥l sedl Juns 5 (PS) bl jLa¥l o 2.8 8 dlis —

41836 o alanVl gadl Jdae 5UE) 1 635 wleed) JLanaN) e 3ty sigs 5301 OF (6T ¢ @l ol
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5
Series: Residuals
Sample 2003 2018
4| Observations 16
Mean 0.020573
3] Median -0.064389
Maximum 2.711156
Minimum -2.037364
) Std. Dev. 1.129870
] Skewness 0.418955
Kurtosis 3.522050
1 Jarque-Bera  0.649754
Probability 0.722616
0 T

25 -20 -15 -10 -05 00 05 10 15 20 25 30
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Breusch-Godfrey Serial Correlation LM Test:

0.71846

F-statistic 0 Prob. F(2,12) 0.5073
1.70595 Prob. Chi-

Obs*R-squared 8 Square(2) 0.4261

of~ Breusch Godfrey Serial Correlation test (LM) jLat = (20-2) o3, Joudl mils IS e gl
(F-STATISTIC=0.718460) asusl ,ié afla~] =Lzl (Prob=0.5073) Ju=y s
DAL Z3gadl Bl 315 D)) sgmg pie (2585 &) (Ho) poel 2o Jsd ) i 1day D05 sas

:(Heteroskedasticity test)stasSU Ll (uilowsy S pde Syl 1=3

EVIEWS10 gl Sl pes o < pheaadl =(21-2)03) Jgir

Heteroskedasticity Test:
Breusch-Pagan-Godfrey
F-statistic 5.393210 Prob. F(2,13) 0.0197
Prob. Chi-
Obs*R-squared 7.255515 Square(2) 0.0266
Prob. Chi-
Scaled explained SS 7.091443 Square(2) 0.0288

Bz ok adese Y0Susian st o B (PTOP. F) b aslamy alas V1 2edll OF oSlel bl usladl glas
O] Aoy gf (il g USERN] % of gl syl o (il C'J}Q.;U o ol dg Y gf c(Ho)(.uJ\
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Heteroskedasticity Test: Harvey

Prab.
F-statistic 2.352039  F(2,13) 0.1343
Obs*R- Prob. Chi-
squared 4251294  Square(2) 0.1194
Scaled Prob. Chi-
explained SS 2.948429  Square(2) 0.2290
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Voice and Accountability

Waoice and accountabiiiiy capiures peroeptions of the exfent fo which a country's cltizens are abde io participale In sefecting their
government, as well as fresdom of expression, fresdom of association, and a free media. This table isfs the Inalvicwal wvarfables from sach
data sowrce used o Bhis i e Governanoe Indlcriors

Representative Sources
EIJ Democracy index
Wesied inberests
Accourdablity of public officials
Humiar highis:
Freedom of sssociation
FRH Puoiitical rights (FRW)
Coll liberties (FRW)
Media (FNT)
Civil society (FHT)
Elecioral Frocess (FMNT)
GC3 Transparency of gpovernment policymaking
Freedom of the press
Favoritism in descisions of gowvemment officials
GWPF Confidence in honesty of slections
IPD Freedom of slactions ot mabonal kevel
JAre skectoral proossses Nawesd 7
O e representalive instibutions (e.g. parllament) cperabs In accordance with the formal rules in force (2.9 .Constibuticn 7
Freedom of the press {resdom of acosss o informabion, probecion of jounnallsts, =ic.)
Freedom of sssociation
Freedom of assembly, demonsiration
Respeact for the rights and freedoms of minorities (sthnic, religious, linguistic, Immigrans...)
Is T repor produced by the IMF urder Article IV published?
Reliability of Siale budged (compisieness, credibiity, performance.... )
Rsliabiity of Sia%e accounts ([complsteness, audil, review law... )
Rsliabdlity of Slate-pawned frms' accounls
Reliability of basic sconomic and financial siaistics (2.9, national accourts, pricse iIndices, forsign irade, cumency and credit, sic. ).
Realiabiity of Siale-owned banks” accounts
Is e Stals economic policy {e.g. budpetary, fiscal, ebo.)... communicated?
Is #he State economilc policy {e.g. budpsetary, fiscal, ebc.). .. publicly debaied¥
Degres of ransparency I public procuresment
Freedam b leave the country {l.2. passports, 2xi visas, &ic.)
Freedam of eniry for forsigners {excluding ciizens of couniries under agreements on free movement, 8.0 Schengen Ansa, aic.)
Fresedom of mowemant for nationals arcurd Bhe worid
Genuire media pluralism
Freedom of soosss, navigabion and publshing on Infernst
Military in poliics
Demiccrabic accountabiity
Press freedom index
Freedom of expression
Freedom of association
Clean elections

i3 i

Hon-representative Sources

AFR Trust parfiament ! national assambly
Satisfaction with democracy
Freenass and fakmess of the last national slection

BTl Poitical articipation (S1)
Stability of democratic instbutions (S}
Poiiticail ard social iIMegration (31

Gl Electons

=il Eleclions
Pubilic maragement
Access bo infarmaticn and opermess
Rights

IFD Poiicies and framework for nural development and rural poverty alsviaticn
Lesgal frameworks for and avionomy of rural people’s organizations

IRF Elecioral irsdex

LBO SatisTaciion with democrsoy
Trusl in parflaemenk

M3 Media sustainabilRy indes

DRl Open budgel Index

VAR Trust impariiaement
SatisToction with democrscy

WWC¥Y Transparency of gpovernment policy 1S satisfactony

wWJaP Factor 1: Limfed povermiment powess.
Fachbor 4: Fundammental rfghbs
Factor 5o Chpean goasermimeri
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Political Stability and Absence of Violence/Terrorism

Political Stability and Absence of Violence/Terrorism measures perceptions of the likelihood of political instability and/or politically-
motivated violence, including terrorism. This fable lists the individual variables from each data source used to construct this measure in
the Weridwide Governance Indicators

Representative Sources
EIU  Orderly transfers
Armed conflict
Violent demonstrations
Social unrest

GCS
HUM
WT
IPD

PRS

International tensions / termorist threat

Business costs of terrorism

Political terror scale

Security risk rating

Intensity of internal conflicis: ethnic, religious or regional
Intensity of violent activities. ..of underground pelitical crganizations
Intensity of social conflicts (excluding conflicts relating to land)
Government stability

Internal conflict

External conflict

Ethnic tensions

WMO Profests and riofs. The risk that the nature and impact of protests and riots (excluding those related to labour) cause damage to assets or
injure or detain people, particularty if these disnupt normal movement, business operations, and activity.
Terrorism. The risk that the activities of any non-state armed group or individual cause (or are likely to cause) property damage and/or
deathfinjury through viclence. This risk definition includes terrorism, which uses violence (or the threat of) to advance a political cause,
and similar tactics used by "for profit” organised crime.
Interstate war. This risk measures resultant impacts (death/property damage) and means, covering the spectrum from targeted military
strikes against limited targets to full-scale war with the aim of changing the government and/or occupation.
Civil war. The risk of intra-state military conflict, in the form of an organised insurgency, separatist conflict, or full- blown civil war, in which
rebelsfinsurgents attempt to overthrow the government, achieve independence, or at least heavily influence major government policies.
MNon-representative Sources
WCY The risk of political instability is very low
WJP  Factor 5.2: Civil conflict is effectively limited (order and security)
Code Data Source Name
ADB African Development Bank Country Policy and Instifutional Assessments
AFR Afrobarometer
AsD Asian Development Bank Country Policy and Institutional Assessments
BPS Business Enterprise Environment Survey
BTI Bertelsmann Transformation Index
BTI Bertelsmann Transformation Index
CCR Freedom House Countries at the Crossroads
EBR European Bank for Reconstruction and Development Transition Report
=) Economist Inteligence Unit Riskwire & Democracy Index
FRH Freedom House
GCB  Transparency Intemational Global Corruplion Barometer Survey
GCS World Economic Forum Global Competitiveness Report
Gl Global Integrity Index
GWP  Gallup World Poll
HER Heritage Foundation Index of Economic Freedom
HUM  Cingranelli Richards Human Rights Database and Political Terror Scale
IFD IFAD Rural Sector Performance Assessments
T WET Country Security Risk Ratings
IPD Institutional Profiles Database
IRP IREEP African Electoral Index
LBO Latinobarometro
M5I Intemnational Research and Exchanges Board Media Sustainability Index
OBI International Budget Project Open Budget Index
PlA World Bank Country Policy and Institutional Assessmenis
PRC Paolitical Economic Risk Consultancy Corruption in Asia Survey
PRS Political Risk Services International Country Risk Guide:
RSF Reporters Without Borders Press Freedom Index
TPR U5 State Department Trafficking in People report
VAB Vanderbilt University Americas Barometer
VDM  Varieties of Democracy Project
WCY  Institute for Management and Development Word Competiiveness Yearbook
WJIP World Justice Project Rule of Law Index
WMO  Global Insight Business Conditions and Risk Indicators
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Government Effectiveness

Government effectiveness captures percepiions of the quality of public services, the quality of the civil service and the degree
of its independence from political pressures, the quality of policy formulation and implementation, and the credibility of the
government's commitment to such policies. This table lists the individual variables from each data source used fo construct this
measure in the Worldwide Governance Indicaftors

Representative Sources

EIU  Quality of bureaucracy / institutional effectiveness

Excessive bureacucracy [ red tape

GCS Quality of overall infrastructure
Quality of primary educaticn

GWP Satisfaction with public transportation system
Satisfaction with roads and highways
Satisfaction with education system

IPD Coverage area: public school

Coverage area: basic health services
Coverage area: drinking water and sanitafion
Coverage area: electricity grid
Coverage area: transport infrastructure
Coverage area: maintenance and waste disposal

PRS Bureaucratic quality

WMO Infrastructure disrupfion . This reflects the likelihood of disruption to and/or inadequacy of infrastructure for transport, including due
to terrorisminsurgency, strikes, politically motivated shutdowns, natural disasters; infrastructure includes (as relevant) roads,
railways, airports, ports, and customs checkpoints.
Siafe failure. The risk the state is unable to exclusively ensure law and order, and the supply of basic goods such as food, water,
infrastructure, and energy, or is unable to respond to or manage current or likely future emergencies, including natural disasters
and financial or economic crises.
Palicy instability. The risk the government's broad policy framework shifts over the next year, making the business environment
more challenging. This might include more onerous employment or envirenmental regulation; local content requirements,;
import'export barriers, tariffs, or guotas; other protectionist measures; price controls or caps; more "political”™ control of monetary
policy, or simply more direct intervention into the operations and decisions of private companies etc

Non-representative Sources

ADB Quality of public administration

Quality of budgetary and financial management
Efficiency of revenue mobilization

Handling improving basic health services
Handling addressing educational needs

Quality public administration

Efficiency of revenue mobilization

Quality of budgetary & financial management

BPS How problematic is electricitv for the arowth of vour business?
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How problematic is transportation for the growth of your business?
BTl Consensus building (M1}
Steering capability (M)
Resource efficiency
Gll  Civil service integrity
Public management
Business environment & infrastructure
Welfare
Health and education
IFD Allocation & management of public resources for rural development
LBOQ Trustin government
PlA  CQuality of public administration
Quality of budgetary and financial manangement
Efficiency of revenue mobilization
WCY Adaptability of government policy to changes in the economy is high
Bureaucracy does not hinder business activity
The distribution infrastructure of goods and services is generally efficient

Code Data Source Name

ADB  African Development Bank Country Policy and Institutional Assessments
AFR Afrobarometer

ASD  Asian Development Bank Country Policy and Institutional Assessments
BPS Business Enterprise Environment Survey

BTI Bertelsmann Transformation Index

CCR  Fresedom House Counfries at the Crossroads

EBR European Bank for Reconstruction and Development Transition Report
ElU Economist Intelligence Unit Riskwire & Democracy Index

FRH Freedom House

GCB Transparency International Global Cormuption Barometer Survey

GCS  World Economic Forum Global Competitiveness Report

sl Global Integrity Index

GWP  Gallup World Poll

HER Heritage Foundation Index of Economic Fresdom

HUM Cingranelli Richards Human Rights Database and Political Temmor Scale
IFDx IFAD Rural Sector Performance Assessments

IJT WET Country Security Risk Ratings

IPD Institutional Profiles Database

IRF IREEFP African Electoral Index

LEBC  Latinobarometro

MSI International Research and Exchanges Board Media Sustainability Index
OBl Internaticnal Budget Project Open Budget Index

Fla World Bank Country Policy and Institutional Assessments

PRC  Political Economic Risk Consultancy Corruption in Asia Survey

PRS Political Risk Services International Country Risk Guide

RSF Reporers Without Borders Press Freedom Index

TPR US State Department Trafficking in People report

VABE  Vanderbilt University Americas Barometer

VDM  “arieties of Democracy Project

WCY  Institute for Management and Development World Competitiveness Yearbook
WJIP  Word Justice Project Rule of Law Index

WMO  Global Insight Business Conditions and Risk Indicators
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Regulatory Quality

Regulatory quality captures perceptions of the ability of the government to formulate and implement sound policies and regulations that
permit and promote private sector development. This table lists the individual variables from each data source used to construct this
measure in the Worldwide Governance Indicators

Representative Sources

EIV

IPD

PRS
WMO

Unfair competitive practices

Price controls

Discriminatory tariffs

Excessive protections

Discriminatory taxes

Burden of government regulations

Effect of taxation on incentives to invest

Effect of taxation on incentives to work

Prevalence of non-tariff barriers

Intensity of local competition

Effectiveness of anti-monopoly policy

Stringency of environmental regulations

Investment freedom

Financial freedom

Ease of starting a business governed by local law?

Ease of setting up a subsidiary for a foreign firm?

Share of administered prices

Does the State subsidize commodity prices (i.e. food and other essential goods, excluding oil)?

Does the State subsidize the price of petrol at the pumps?

the narrow constraints of the market)... related to the administration (red tape etc.)

constraints of the market)... related to the practices of already established competitors

Efficiency of competition regulation in the market sector (excluding financial sector)

Investment profile

Regulatory burden. The risk that normal business operations become more costly due to the regulatory environment. This includes
regulatory compliance and bureaucratic inefficiency and/or opacity. Regulatory burdens vary across sectors so scoring should give greater
weight to sectors contributing the most to the economy.

Tax inconsistency. Tax inconsistency also captures the risk that fines and penalties will be levied for non-compliance with a tax code that
appears disproportionate or manipulated for political ends.

Non-representative Sources

ADB

Reggional integration
Trade policy
Business regulatory environment

Tendn nnaling
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BPS

IFD

PlA

WCY

WJP

Code
ADB
AFR
ASD
BPS
BTI
CCR
EBR

ElIU

Sl

Trade policy

Business regulatory environment

How problematic are labor regulations for the growth of your business?

How problematic are tax regulations for the growth of your business?

How problematic are customs and trade regulations for the growth of your business?
Market organization

Enabling conditions for rural financial services development

Investment climate for rural businesses

Access to agricultural input and product markets

Trade policy

Business regulatory environment

Trade policy

Protectionism does not impair the conduct of your business

Competition legislaticn is efficient in preventing unfair competition

Capital markets (foreign and domestic) are easily accessible

Foreign investors are free to acguire control in domestic companies

Public sector contracts are sufficiently open to foreign bidders

Real personal taxes do not discourage people from working or seeking advancement
Labor regulations (hiring/firing practices, minimum wages, etc.) do not hinder business activities
Subsidies do not distort fair competition and economic development

Factor 6. Regulatory enforcement

Data Source Name

African Development Bank Country Policy and Institutional Assessments
Afrobarometer

Asian Development Bank Country Policy and Institutional Assessments
Business Enterprise Environment Survey

Bertelsmann Transformation Index

Freedom House Countries at the Crossroads

European Bank for Reconstruction and Development Transition Report

Economist Intelligence Unit Riskwire & Democracy Index

FRH Fresdom House
GCB Transparency Intemational Global Corruption Barometer Survey
GCS World Economic Forum Global Competitiveness Report

Gl

Global Integrity Index

GWP Gallup Waorld Poll
HER Heritage Foundation Index of Economic Freedom
HLUIRA Cingranelli Richards Human Rights Database and Political Temor Scale

IFCy
1T

IFD
IRP

IFAD Rural Secior Perfformance Assessments
iJET Country Security Risk Ratings
Institutional Profiles Database

IREEF African Electoral Index

LBO Latinobarometro

M3
OBl
Pla

Intemational Research and Exchanges Board Media Sustainability Index
Intemational Budget Project Open Budget Index
World Bank Country Policy and Institutional Assessmenis

PRC Palitical Economic Risk Consultancy Comuption in Asia Survey

PRS Palitical Risk Services Intermaticnal Country Risk Guide

RSF Reporters Without Borders Press Freedom Index

TPR US State Department Trafficking in People report

VAB Vanderbilt University Americas Barometer

WD Varieties of Democracy Project

WCY Institute for Management and Development World Competitiveness Yearbook
WJIP World Justice Project Rule of Law Index

WA

Q Global Insight Business Conditions and Risk Indicators
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Rule of Law

Rule of law captures perceptions of the extent to which agents have confidence in and abide by the rules of society, and in particular the
quality of contract enforcement, property rights, the police, and the courts, as well as the likelihood of crime and violence. This table lists
the individual variables from each data source used to construct this measure in the Worldwide Governance Indicators

Representative Sources

EIU Viclent crime
Organized crime
Fairness of judicial process
Enforceability of contracts
Speediness of judicial process
Confiscation/expropriation
Intellectual property rights protection
Private property protection

GCS Business costs of crime and violence
Organized crime:
Reliability of police services
Judicial indepdendence
Efficiency of legal framework in challenging regulations
Intellectual property protection
Property rights
Informal sector

GWP Confidence in the police force
Confidence in judicial system
Hawe you had money property stolen from you or another household member?
Hawe you been assaulted or mugged?

HER Property rights

IPD Degree of security of goods and persons
Violent activities by criminal crganizations (drug trafficking, weapons, prostitution...)
Degree of judicial independence vis-a-vis the State
Degree of enforcement of court orders
Timeliness of judicial decisions
Equal treatment of foreigners before the law (compared to nationals)
Practical ability of the administration to limit tax evasion
Efficiency of the legal means to protect property rights in the event of conflict between private stakeholders?
Generally speaking, does the State exercise arbitrary pressure on private property (e.g. red tape._.)?

Does the State pay compensation equal to the loss in cases of expropration (by law or fact) when the expropriation concems land ownership?
Does the State pay compensation equal to the loss in cases of expropration (by law or fact) when the expropriation concems production
means?

Degree of observance of contractual terms between national private stakeholders

Degree of observance of contractual terms between national private stakeholders
Degree of observance of contractual terms between national and foreign private stakeholders

In the past 3 years, has the State withdrawn from contracts without paying the corresponding compensation... vis-a-vis national stakeholders?

In the past 3 years, has the State withdrawn from contracts without paying the comesponding compensation... vis-a-vis foreign stakeholders?
Respect for intellectual property rights relating to. .. trade secrets and indusfrial patents
Respect for intellectual property rights relating to. .. industrial counterfeiting
Does the State recognize formally the diversity of land tenure system?
PRS Law and order
TPR Trafficking in people
VDM Liberal component index
WMOQ Expropration. The risk that the state or other sovereign political authority will deprive, expropriate, nationalise, or confiscate the assets of

private businesses, whether domestic or foreign.
Siafe contract alterafion. The risk that a gowernment or state body alters the terms of, cancels outright, or frustrates (usually through delay)

confracts it has with private parties without due process.
Contract enforcement. The risk that the judicial system will not enforce contractual agreements between private-sector entities, whether

domeslic or foreign, due to inefficiency, corruption, bias, or an inability to enforce rulings promptly and firmly.

Non-representative Sources

ADB Property rights and rule based governance

AFR How often feared crime in home
Had something stolen from house
Have been physically attacked
Trust courts of law
Trust police

ASD Property rights and rule based governance

BPS How often is following characteristic associated with the court system: Fair and honest?
How often is following characteristic associated with the court system: Enforceable?
How often is following characteristic associated with the court system: Quick?
How problematic is crime for the growth of your business?
How problematic is judiciary for the growth of your business?

BTl Rule of law (separation of powers, independent judiciary civil rights, prosecution of office abuse)
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= fairly adr

~ . y does not
Intelectual property rights are adeguatetly enforced
Facior 3.1: Cnme Is effectively controled (order and secunty)
Factor 7- Chl justice

Factor & Criminal justios

Data Source Name

Asrican D W Bank O y Polcy and A
Axcbarometer

Asian Do Bank C ¥ Folicy and Institutional Assessments
Business Emerpise Emironment Survey

Ber Rl Incex

Freadom House Courfines at the Crossroads

Eur Sank for and O Evass

Ecorx et 2D Incex eport

Freedom House

Trarsparency Giobal Corr Bar Survey
‘Waorkd Economic Forum Giocbal Compettivensss Report
Gicbal Integnty Index
Gallup Worla Poll
Heritage Foundation index of Economic Freecom
Clngpatei A ¢ Rights D and Poltical Terror Scate
IFAD Rural Perior A
UET T ¥ Risk
Profties [
IREEP African Blectorad Incex
Latmobarometro

ana £ Board M = ity Incex
Intermnational Budget Project Open Budget Index
Woric Bank Country Policy and =
Poiitical Eo Risk C - C In Asia Survey

e L Sar
Varieties of Democracy Froject
flor and Devek Woria C 140, Y
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Control of Corruption

Control of corruption captures perceptions of the extent to which public power is exercised for private gain, including both petty and grand
forms of corruption, as well as "capture” of the state by elites and private interests. This table lists the individual variables from each data
source used fo construct this measure in the Worldwide Governance Indicators

Representative Sources
EIU Corruption among public officials
GCS Public trust in politicians
Diversion of public funds
Irregular payments and bribes: Imports and exports
Irregular payments and bribes: Public utilities
Irregular payments and bribes: Annual tax payments
Irregular payments and bribes: Awarding of public contracts and licenses
Irregular payments and bribes: Obtaining favorable judicial decisions
State Capture
GWP Is corruption in governmnent widespread?
IPD Level of "petty” comuption between administration and citizens
Level of corruption between administrations and local businesses
Level of corruption between administrations and foreign companies
PRS Coruption
VDM  Corruption index
wMo Corruption. The risk that individuals/companies will face bribery or other corrupt practices to carry out business, from securing major
confracts to being allowed to import/export a small product or obtain everyday paperwork. This threatens a company's ability to operate in a
couniry, or opens it up to legal or regulatory penalties and reputational damage.

Non-representative Sources
ADB Transparency, accountability, and cormuption in public sector
AFR  Corruption: office of the presidency
Coruption: judges and magistrates
Corruption: government officials
ASD Transparency, accountability, and corruplion in public sector
BPS How commeon is it for firms to have to pay imegular additional payments to get things done?
Percentage of total annual sales do firms pay in unofficial payments to public officials?
How often do firms make extra payments in connection with taxes, customs, and judiciary?
How problematic is corruption for the growth of your business?
BTl  Anti-coruption poicy
FRH Corruption (FNT)
GCB Freguency of household bribery: educafion
Frequency of household bribery: judiciary
Frequency of household bribery: medical
Framamnry nf hnneshnld hrihenes nnlire

Frequency of household bribery: police
Frequency of household bribery: permit
Frequency of household bribery: utilities
Frequency of comuption among public institutions: Parliament / legislature
Frequency of comuption among public institutions: Legal system / judiciary
Frequency of comuption among public institutions: Public officials
Gl Accountability
IFD  Accountability, ransparency and corruption in rural areas
LBO Corruption in judiciary
Corruption in office of the presidency
Corruption in parliament
Corruption in public employees
Corruption in local government (councilors)
Corruption in police
Corruption in national tax office
PIA Transparency, accountability and comuption in public sector
PRC To what extent does comuption exist in a way that detracts from the business environment for foreign companies?
VAB Perception of politicians to be cormupt -- % of respondents agreeing with statements: more than half & all politicians are corrupt
WCY Bribery and corruption do not exist
WJP Factor 2: Absence of cormuption

Code Data Source Name

ADB  African Development Bank Country Policy and Insfitutional Assessments
AFR  Afrobarometer

ASD  Asian Development Bank Country Policy and Institutional Assessments

136



xSl

BPS
BTI
CCR
EBR
ElU
FRH
=CB
GCS
Gl
GWP
HER
HunA
IFDy
1JT
IPD
IRP

MSI
OBl
Fla
PRC
PRS
RSF
TPR
VAR
VDM
WCY
wWJapP
WO

Business Enterprise Environment Survey

Bertelsmann Transformation Index

Freedom House Counfries at the Crossroads

Eurcpean Bank for Reconstruction and Development Transition Report
Economist Intelligence Unit Riskwire & Democracy Index

Freedom House

Transparency International Global Cormmuption Barometer Survey

Waorld Economic Forum Global Competitiveness Report

Global Integrity Index

Gallup World Poll

Heritage Foundation |ndex of Economic Freedom

Cingranelli Richards Human Rights Database and Political Temor Scale
IFAD Rural Sector Performance Assessments

IJET Couniry Security Risk Ratings

Institutional Profiles Database

IREEP African Electoral Index

Latinobarometro

International Research and Exchanges Board Media Sustainability Index
International Budget Project Open Budget Index

World Bank Country Policy and Institutional Assessments

Political Economic Risk Consultancy Corruption in Asia Survey

Puolitical Risk Services International Country Risk Guide

Reporers Without Borders Press Freedom Index

US State Department Trafficking in People report

Wanderbilt University Americas Barometer

Varieties of Democracy Project

Institute for Management and Development World Competitiveness Yearbook
Waorld Justice Project Rule of Law Index

Global Insight Business Conditions and Risk Indicators
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Covariance Analysis: Ordinary
Date: 05/11/20 Time: 13:38
Sample: 2003 2018

Included observations: 16

Correlation
Probability EGR CPI CC EE GE PS OR RL
EGR 1.000000
CPI -0.274622 1.000000
0.3033 -
CcC -0.157997 -0.120568 1.000000
0.5589 0.6565 —_—
EE 0.174506 0.312505 0.113467 1.000000
0.5180 0.2386 0.6756 —_—
GE -0.080451 0.318105 0.293430 0.382889 1.000000
0.7671 0.2299 0.2700 0.1433 —
Ps -0.580065 0.353098 0.185353 0.401567 0.456107 1.000000
0.0185 0.1798 0.4919 0.1231 0.0758 —
ar 0.517174 -0.718400 -0.026789 0.151331 -0.200916 -0.205441 1.000000
0.0402 0.0017 0.9216 0.5758 0.4556 04453
RL 0.515950 -0.449653 -0.062260 -0.101646 -0.210439 -0.587917 0.633510 1.000000
0.0408 0.0806 0.8188 0.7080 0.4340 0.0166 0.0084 —
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Dependent Variable: EGR
Method: Least Squares
Date: 05M11/20 Time: 12:54
Sample: 2003 2018
Included cbservations: 16

Variable Coefficient Std. Error t-Statistic Prob.
CPI 0.028957 0.033782 0.BBETES 0.3883
EE 3.128600 4.023746 0.777534 0.4568
CC -1.300162 4.588718 -0.283339 0.7833
GE 7.082359 G.461288 1.086122 0.3015
P& -6.457145 1.778408 -3.630857 0.0055
QR 3.704483 1.805816 2.051417 0.0705
RL -6.110672 3.851754 -1.546319 0.1564
R-squared 0.693105 Mean dependent var 3.287500
Adjusted R-squared 0.488508 5.D. dependent var 1.5860T8
5.E. of regression 1.134085 Akaike info criterion 3.380752
Sum squared resid 11.58372 Schwarz criterion 3728759
Log likelihood -20.12601 Hannan-Quinn criter. 3408061
Dwrbin-¥Watson stat 20972203

1.000000 0.312505
0312505 1.000000
-0.120568 0.113467
0.318105 0.232229
0.353098 0.401567
-0.718400 0151331
-0.449653 0101646

CcC
-0.120568
0.113467
1.000000
0.292430
0.185353
-0.026789
-0.062260

GE
0.318105
0382889
0.293430
1.000000
0.456107
-0.200916
0210433

139

=

0.353098
0401567
0.185353
0.456107
1.000000
-0.205441
-0.587917

QR
-0.718400
0.151331
-0.026789
-0.200916
-0.205441
1.000000
0.633510

Rl
-0.449653
-0.101646
-0.062260
-0.210439
-0.587917

0.633510
1.000000



