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IMPACT OF GOOD GOVERNANCE INDICATORS ON SOCIO-ECONOMIC DEVELOPMENT
INDICES

The purpose of this study is to assess the influence of Governance indicators on the socio-economic development
of the country. Human development index and GDP per capita were selected as indicators of socio-economic
development. The indicators cover years 2002-2022 and are taken from World Data Bank and World Bank Group.
Nonlinear NARDL and linear ARDL methods were used as research methodology. For Human Development index:
The lack of violence or terrorism, political stability, voice and accountability, and the rule of law all have detrimental
long-term effects. Effective government has been shown to offer both immediate and long-term benefits. It's amazing
that HDI is unaffected by corruption control. There is no causal relationship between GDP per capita and political
stability, the absence of terrorism or violence, the rule of law, or the control of corruption. Effective government has
a short-term negative impact but a long-term good one. Regulatory quality, voice, and accountability all have short-
term detrimental effects.

Keywords: governance indicators, economic development, ARDL, NARDL, Kazakhstan, GDP per capita, human
development.
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Introduction. The Quality of governance is one of the most important factors that influences social
and economic development. Economic development generates the environment for the accumulation of
high-quality human capital if human development results in societal prosperity. We can see how a state
can support both economic and human development in this way.

A fundamental prerequisite for human development such as Equal rights and access is regulated and
controlled by a general force, that force is “government.” Investing in health and human capital could
transform the dynamic system and lighten the balanced growth trajectory, decreasing the poverty trap's
attraction basin and facilitating the transition to sustained growth. Azimi (2022) concluded that quality of
the institutional governance of a country plays a major role in national development [1].

In the research paper, we will review the literature in search of answers to the following questions:
How much weight do governance indicators have for socio-economic development?

The authors of this study seek to examine how the governess indicator affects the nation's
socioeconomic progress. To fulfill the study's objective, the authors assessed the impact of Governance
indicators on the “Human Development Index” and “GDP per capita” based on the results obtained using
ARDL models estimated using the Eviews econometric software package. Data from Kazakhstan for 2002-
2022 were used.

Literature review. Human development and human capital .Science has long focused on topics related
to human development. High-quality human capital will not be accumulated if the state does not focus on
human development and expand human potential. It is well known that the establishment of institutional,
socioeconomic conditions for human development is a necessary condition for the nation's continued
economic growth. Khalaf & Faraj (2025) state that one of the universal metrics for comparing countries is
the UN's human development index, which assesses the three main elements of life expectancy, educational
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attainment, and population quality of life and other studies on human capability. Human development is a
more expansive idea than human capital [2].

Human capital is a driving force of poverty eradication and sustainable development. Human capital
is a set of knowledge, skills, and abilities used in the process of production to meet the needs of the
individual and society. Human capital can be defined as the ability of individuals to produce goods and
provide services. Expenses on education, healthcare, and relocation in search of better job opportunities are
considered investments in human capital. The growth of human capital is viewed as a key determinant of
economic development, as without it, the economy would rely solely on manual labor, and only property
owners would receive an adequate income. Masud (2024) assessed the cost-effectiveness of an employee's
education; he described the firm's human capital as the sum of the employee's skills and knowledge. Human
capital is, in fact, a dynamic factor of production that promotes economic growth, human development, and
the development of society. Expenditures for the education, health, and free education of government
officials are investments in the development of society and economy. Human capital consists of two
components: innate or acquired early abilities and skills acquired through education and on-the-job training
[3].

Collectively, they lead to the formation of intellectual capital, labor capital, social capital and
entrepreneurial capital. High-quality labor force is a prerequisite for economic development, and people
who accumulate knowledge and pass it on from generation to generation determine the role and place of
nations in the world arena. Therefore, Li & et al. (2023) showed in their works that knowledge expenditures
accumulate human capital, which will be the driving force of economic development [4]. The development
effectiveness of the national economy, its competitiveness in the context of globalization and international
integration, are largely determined by the human capital accumulated and realized in the country [5].

Good governance indicators

Since 1996 Daniel Kaufman, Aart Kray and Pablo Zoido-Lobotan and Massimo Mastruzzi have
developed 6 governance indicators referred to as World Governance Indicators (WGI). Authors, in a word,
define WDI as follows [6]:

- Voice and Accountability: evaluates the degree to which citizens can choose their government
and the freedom of the press, association, and expression;

- Political stability and absence of violence: views of the possibility that the government would
be overthrown or destabilized through violent or unconstitutional tactics, such as terrorism or political
violence.

- Government effectiveness: the quality of public services, the civil service and its level of
independence from political constraints, the quality of policymaking and execution, and the legitimacy of
the government's commitment to such programs are all eventually captured by these.

- Regulatory quality: reflects opinions about the government's capacity to create and carry out
sensible laws and rules that allow and encourage the growth of the private sector.

- Rule of law: captures opinions about how much agents trust and follow social norms,
especially the standard of property rights, contract enforcement, the police, and the courts, as well as the
probability of crime and violence;

- Control of corruption: collects opinions about how much public power is used for personal
benefit, encompassing both small and large [7].

Human development index and governance indicators

The relationship between the human development index and public administration indicators has been
examined by many scientists who have considered their influence on various social, economic, and political
issues [8]. Both human and economic development benefit greatly from the formation of institutional
environments. The role of the state is important in sustainable economic growth, human well-being and
development. Banik et al. (2022) conducted in-depth analysis of how governance impacts the effectiveness
of healthcare expenditure to ensure higher human development in example of 166 countries [9].

Nugraha et al. (2023) investigated the nexus between HDI, good governance indicators and export in
ASEAN countries. In the panel data regression model, Three governance indicators—Government
Effectiveness, Regulatory Quality, and Rule of Law—had substantial positive coefficients [10], according
to the authors. Stylianou et al. (2023) examined the function of governance in inclusive human
development in 24 chosen Asian nations using panel data spanning 2010 to 2017.The authors' findings
indicate that the variables have a strong causal relationship [11]. The use of the OLS method was utilized
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by Kharel & Pradhan (2024) to investigate the correlation between human development indices and six
governance indicators. Human development indices were found to have a positive correlation with two
aspects of governance, which are government efficiency and political stability [12].

Governance indicators and economic development

Positive relationship between quality of institution on economic growth is well-established in
Golmohammadi et al. (2024) study. They showed that low level of Corruption is beneficial for economic
growth. By examining panel data of Chinese provinces from 2001 to 2015, they also analyzed the impact
of government regulators on growth [13].

The study results indicate that governance quality positively influences economic growth and that good
governance will strengthen the “helping hand” or weaken the “grabbing hand” of power. Using ARDL
approach, Oyetade et al. (2024) examined effect of governance indicators on economic growth of Nigeria.
Based on the study's findings, the authors recommend that the nation enhance institutional quality in order
to support political stability, the rule of law, and the fight against corruption. This will boost economic
growth. [14].

The main part. Data.This study looks at how Kazakhstan's HDI and GDPPC are affected by six
governance indicators. The World Data Bank and World Bank Group provided the data used in the study,
which spans the years 2002 to 2022. The study's explanatory factors are Voice and Accountability, Political
stability and absence of violence/terrorism, Government effectivness, Regulatory Quality, Rule of Law,
Control of Corruption.

The definitions and measurements of all indicators are given in Table 1 below:

Table-1
Applied Variables and Sources

Variables Definitions Sources

HDI Human Development Index World Data Bank
GDPPC GDP per capita (current US dollars) World Data Bank
VA Voice and Accountability World Bank Group
PSAV Political stability and absence of violence/terrorism World Bank Group
GE Government effectivness World Bank Group
RQ Regulatory Quality World Bank Group
RL Rule of Law World Bank Group
CC Control of Corruption World Bank Group

* compiled by the authors

The dynamic changes in all of the table's metrics from 2002 to 2022 are depicted in Figure 1 below.
The graph analysis in Graph 1 makes it clear that the variables under investigation are suitable for
examination. The clear, steady, and consistent time patterns on the graph indicate that changes in the
variables warrant further investigation.
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Figure — 1. Evolution of all variables for Kazakhstan (2002-2022)
* compiled by the authors

Methods
Considering the results of the evaluations covered in the previous section, we investigate the
connection between the Republic of Kazakhstan's governance indicators and the years 2002-2022.The
following formula defines the HDI:
HDI =f (VA, PSAV, GE, RQ, RL, CC) Q)

where Table 1 provides all of their definitions and measurements.
Additionally, GDPPC is evaluated using the regression model that follows:

GDPPC =f (VA, PSAV, GE, RQ, RL, CC) 2
The nonlinear NARDL model and linear ARDL models were estimated using the log HDI and first
difference, respectively, and long-run and short-run analyses of the relationship between the variables.

Two main models were compiled. Thus, the NARDL structure of model 1 is expressed in a non-linear
form 3:

m n 14 q
A LOG(HDIt) = ﬁo + Z B]_A LOG(HDIt_k) + Z ﬁzAVAt_k + Z ﬁgAPSAVt_k + Z ﬁ‘l—AGEt—k
k=0

+ Z BsARQ; . + Z BoARL, i + Z BoACC, i+ 1V A,
+Y2PSAVt i + Y3GEt it V4RQt i T VsRLi_; +y¥6CCr; 3)

where, operator A represents the differencing operation.
An ARDL structure of model 2 is expressed in equation 4:

m n
AGDPPC, = By + Z B1AGDPPC,_ + Z BoAVA,_y + Z B3 APSAV,_;, + Z By AGE,_y
k 1 =0 k=0

+ Z PsARQ:_ + z BeARLy_y + z BoACCi_i + v, VA

+Y2PSAVt i T YsGEt i +VaRQ¢; + VSRLt i T Y6CCri (4)
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It is crucial to ascertain whether the series are stationary before looking at their long-term interactions.
The levels or differences of time series variables were tested for stationarity using Augmented Dickey-
Fuller (ADF) unit root tests. While certain variables should ideally be stationary at first difference I(1),
others can be employed at level I(0). The unit root results support the key hypotheses that necessitate the
application of the ARDL model test in order to validate the presence of long-term correlations between the
GDPPC and governance indicators mentioned in the study and the Kazakhstani HDI.

Outcomes of both short- and long-term relationships

In order to do both short-term and long-term analysis of the relationship between the variables, the
study's non-linear NARDLI and linear ARDL2 models were assessed using the ADF test's first difference.
The results are shown in Table 3 below.

The cointegration F-test findings for these models show that the derived F-statistics (33.25564 and
4.715870) are statistically significant at 1-10 percent significance levels and exceed the upper bound of
4.65 (Table 2). The results show that the selected variables in the Kazakh instance are cointegrated and
have a long-term relationship.

Table -2
Results of cointegration test
Model F Statistics Critical Bounds Decision
NARDL 1 33.25564 2.87-4.65 Cointegration
ARDL 2 4.715870 2.87-4.65 Cointegration

Critical bounds are reported at 1% (***) and 10% (**) level of significance
*compiled by the authors

We can proceed to the following stage, which entails estimating the long-run and short-run coefficients,
since the chosen variables are cointegrated over the long term. Since first difference was used to estimate
the ARDL model, we can estimate the short- and long-term effects of altering the explanatory factors on
the dependent variable.

In Kazakhstan, in the long term, PSAV negatively correlates with LOG(HDI) with a coefficient of
0.030777, ceteris paribus (Table 3). The results indicate that GE is positively correlated with LOG(HDI)
with a coefficient of 0.078613, all other things being equal. VA also negatively and RL positively influence
LOG(HDI) in the long run with the corresponding coefficients of 0.095730 and 0.026643.

The obtained empirical data (Table —3) indicate that in Kazakhstan in the short term the number of
Voice and Accountability (VA) is negatively and significantly correlated with LOG(HDI) also in the short
term with a coefficient of -0.002736.

In addition, if the lag variable LOG(HDI(-1)) in period t in the short term is proved to be negative (-
0.028582), GE(-1) AGE Government effectiveness indicator is positive (0.002247 and 0.001309)
dependence was confirmed. PSAV(-1) APSAV Political stability and absence of violence/terrorism is
negatively associated with the level of LOG(HDI), respectively, with coefficients of -0.000880 and -
0.000490.

Regulatory Quality is positively and significantly correlated with GDP per capita (current US dollars)
in the short run with a coefficient of 17496.90.

Changes in Rule of Law, Government effectivness have a negative impact on GDP per capita in the
short run, respectively, with coefficients of -14028.92 and -10874.63.

In addition, the positive effect of GDPPC(-1) lag variable in period t-1 on the level of GDPPC in period t
in the short term is proven (0.364457).
Table -3
Results of NARDL and ARDL Estimation (2002-2022)

Model 1- results of NARDL Model 2- results of ARDL
estimation ALOG(HDI) estimation AGDPPC
Variable Coefficien t-Statistic (Prob.) Variable Coefficient t-Statistic (Prob.)
t
Short Run

LOG(HDI(-1))* | -0.028582 | -8.648(0.0000)*** GDPPC(-1)* 0.364457 1.740(0.1098)

GE(-1) 0.002247 4.887(0.0009)*** PSAV** 833.5237 0.773(0.4556)
PSAV(-1) -0.000880 | -6.925(0.0001)*** RQ** 17496.90 3.144(0.0093)***

RL** 0.000762 1.700(0.1233) RL(-1) -2212.184 -0.589(0.5677)
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RQ** -8.55E-05 -0.219(0.8314) VA** 4784.759 1.504(0.1607)
VA** -0.002736 -3.246(0.0101)** GE(-1) -13889.96 -3.382(0.006)***
A(GE) 0.001309 4.062(0.0028)*** A(RL) -14028.92 -2.593(0.0250)**
A(PSAV) -0.000490 -3.719(0.0048)*** A(GE) -10874.63 -3.481(0.005)***
Long Run
GE 0.078613 5.981(0.0002)*** PSAV -2287.029 -0.812(0.4339)
PSAV -0.030777 -7.918(0.0000)*** RQ -48008.13 -2.655(0.0224)**
RL 0.026643 1.995(0.0772)* RL 6069.810 0.707(0.4944)
RQ -0.002992 -0.221(0.8303) VA -13128.46 -3.802(0.0029)***
VA -0.095730 -3.737(0.0046)** GE 38111.39 2.110(0.0586)*

1) coefficients are statistically significant at ***19%, **5%, *10% level of significance.
2) compiled by the authors

Conclusion. The authors of this study evaluated six governance indicators—specifically, voice and
accountability, political stability and the absence of violence or terrorism, rule of law, regulatory quality,
government effectiveness, and control of corruption—with the goal of examining the relationship between
HDI, GDP per capita, and good governance indicators. The Data of 2002-2022 years period were taken
from World Data Bank and World Bank Group. For evaluation both NARDL and ARDL models were used
and their results are as follows:

Voice and Accountability has negative impact on HDI on both short and long run terms and the same
with Political Stability and absence of violence/terrorism. The factor of Rule of Law has impact only on
long run and its impact is negative, Regulatory Quality found to have no effect on both terms. Government
Effectiveness has positive effect on both short and long terms. Finally, results of Granger test evidenced
that Control of Corruption has no causal relationship with HDI.

As far as the GDP per capita is concerned, Governance indicators have following results:

Voice and Accountability, Regulatory Quality indicators have negative effect on long term. But on
short term Regulatory Quality have positive effect on short term. The coefficient for VA is insignificant.

Political stability and absence of violence/terrorism and Control of Corruption indicators found to have
no effects on both terms. The growth of the Rule of Law have a negative effect on the short term.

Government effectiveness has negative effect on short run and positive effect on long run. As we see,
governance indicators have heterogenous impact on socio-economic development of the country.
Nevertheless, their influence still exists, so the government should implement programs aimed at improving
good governance indicators.

Previously, in the introduction section, authors nominated for discussion three research questions.
Based on the results of the analysis, these questions can be answered as follows: governance indicators are
very important for the socio-economic development of a country. However, as this is a very complex system
that combines many indicators, a thorough infrastructure analysis is necessary in order to know how
accurately they reflect the whole essence.

To improve HDI Voice and Accountability, Political Stability and absence of violence/terrorism, Rule
of Law and Government Effectiveness indicators should be prioritized. To improve GDP per capita, Voice
and Accountability, Regulatory Quality and Government effectiveness should be prioritized.
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Ymupsakos C.bl, Kaknxanosa T.U., Angatdaesa I'.K.

THIMAI MEMJIEKETTIK BACKAPY KOPCETKIIITEPIHIH 9JIEYMETTIK-9KOHOMMUMKAJIBIK
JAMY UHAEKCTEPIHE 9CEPI

AngaTrna

By 3epTTeyniH MakcaThl MEMIICKETTIK OacKapy KOpCeTKIIITEePiHiH eNIiH dIeyMeTTIK-9KOHOMHUKAJIBIK JaMybIHA
ocepiH Oarayay OOJBINT TaOBUTAIBL. OJIEyMETTIK-9KOHOMHKAIIBIK JaMyIbIH KOPCETKIIITepi peTiHAe amaM JaMybIHbIH
WHJIEKCI JKoHe jkaH OachiHa makkaumarel JKIO tammammel. Kepcerkimrep 2002-2022 xpuimapIpl KAMTHOBI JKOHE
Jyauexysinik nepekrep 6anki MeH JlyHueKy3UmiK OaHK TOOBIHAH aJlBIHFaH. 3epPTTEY SHiCTeMeCi peTiHIe CHI3BIKTHIK
emec nardl sxoHe cBBBBIKTHIK ARDL omicTepi KOImaHBUIINEL. AAMHBIH JaMy HHICKCI YIIiH: Jaysic Oepy JKoHe ecell
0epy KYKBIFbI, CasiCH TYPAaKTBUIBIK )KOHE 30PJIBIK-30MOBUIBIK/TEPPOPU3MHIH 0OJIMaybl KbICKA JKOHE Y3aK Mep3iMji
MEPCIICKTHBA/IA TEPIC dCep €Te i, al 3aHHBIH YCTEMIIr Y3aK Mep3iMIi epCIeKTURAAa Tepic acep eTe/i. MeMJIeKeTTIK
0ackapyIblH THIMIITIT KbICKA MEP3iM/Il )KOHE Y3aK Mep3iM/Ii IIEPCIeKTUBAa OH dcep eTeTiHi aHbIKTan sl Chidaiinac
JKEMKOPJIBIKKa Kapcel kypec JKIO-re ocep ermeiiTiHi TaHKanapisik. JKan OaceiHa makkangarsl JKIO-re keneTi
00JIcaK, CasCH TYPAKTBUIBIK ITEH 30PJIBIK-30MOBUIBIKTHIH/TEPPOPU3MHIH O0JIMaYbI, 3aHHBIH YCTEMJIIT KoHE ChiOaiinac
KEMKOPJIBIKKAa Kapchl KYpec OFaH ceOemn-caniapiiblk ocep erneini. MemiekeTTik 6acKapyAblH THIMALII KbICKa
Mep3iMJIi IepCIeKTHBaFa Tepic acep erei, Oipak y3ak Mep3iMIi ImepclieKTUBara OH acep ereni. Jlaysic, ecem O6epy
JKOHE PETTEY carachl KbICKa MEp3iM/Ii IIepCIIEKTUBaFa TePic acep eTTi.
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BJMUSTHUE MTOKA3ATEJEA Y®®EKTUBHOI'O TOCYJIAPCTBEHHOI'O YIIPABJEHUS HA
NHAEKCHI COIUAJTBHO-95KOHOMHMNYECKOI'O PA3ZBUTHUSA

AHHOTAIIUA

Lenpto maHHOTO MCCIENOBaHMS SBISIETCSl OLEHKA BJIMSHMS TTOKa3aTeNled roCyJapCTBEHHOTO YIPABJICHHS HA
CONMAIBHO-?KOHOMHYECKOE Pa3BUTHE CTpaHBl. B KadecTBe MmokaszaTenell COIUAIBbHO-IKOHOMHYECKOTO Pa3BUTHS
ObLTH BBIOpAHBI MH/IEKC YenoBedeckoro pa3sutus u BBII Ha nynry Hacenenus. [Tokaszarenu oxsarbiBatot 2002-2022
TOAbI 1 B3THI N3 BcemupHoro 6anka nanusix u ['pymnmsl BcemupHoro 6anka. B kauecTBe METO10710T N HCCIIEA0BAHUS
HCI0JIb30BanuCh HenuHelHble MeToabl NARDL u nunelinbiii ARDL. Jlns unaekca yenoseueckoro passutus: Ipaso
roJoca U OJ0TYETHOCTh, MOTUTHYECKAs CTAOMIBHOCTS M OTCYTCTBHE HACHIINSA/TEPPOPHU3MA OKA3BIBAIOT HETATHBHOE
BIIMSIHAE B KPATKOCPOUHOU U JOJITOCPOUHON NEPCHEKTHBE, 4 BEPXOBEHCTBO 3aKOHA OKAa3bIBA€T HEFATUBHOE BIIMSIHUE
B JIOJTOCPOYHOH MEPCIEKTHBE. Y CTaHOBICHO, YTO 3(P(PEKTHBHOCTH TOCYIAPCTBEHHOTO YIIPABICHUS OKa3BIBACT
MTOJIOKUTEIHHOE BIMSHUE KaK B KPATKOCPOYHOM, TaK M B JOJITOCPOYHOI MepcreKTHBe. Y TMBUTEIBHO, 4TO O0prba ¢
koppymmei He Biamser Ha MPUIL. Yto kacaercs BBII Ha mymry HaceneHuWs, TO NOJUTAYECKas CTaOMIBHOCTh U
OTCYTCTBHE HACHIIUS/TEPPOPHU3Ma, BEPXOBEHCTBO 3aKOHA 1 O0ph0a ¢ KOppyIIHeil He OKa3bIBAIOT HA HETO IPUYUHHO-
CIIEICTBEHHOTO BIUSHHUA. O(PPEKTHBHOCTH TOCYJApCTBEHHOTO YIIPABICHHWS HETaTHBHO CKa3bIBaeTCAd Ha
KpPaTKOCPOYHOM NEpPCHEKTHBE, HO MOJOXKHUTENbHO - Ha JONrOCPOYHOM. ['0loc, MOJOTYETHOCTh M KadyecTBO
peryaupoBaHus N0Ka3ajad HEraTUBHOE BIMSHUE Ha KPAaTKOCPOUHYIO IIEPCHEKTUBY.
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