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The Role of Institutional Reforms in Economic Development in Arab
Countries: An Empirical Study

Suleiman Hamoud

Abstract

Firstly, this study aims to investigate the role of institutional reforms in supporting the economic
development process, by examining the effect of institutions on economic growth in Arab countries.
Secondly, the study examines the causal relationship between institutions and economic growth, in order
to determine the direction of this relationship. To this end, the Political Risk Index (PRI) was used as an
indicator of institutions, and the real economic growth rate was used to indicate economic development
in the Arab countries studied. The data were analyzed using a fixed-effects model. The results indicate
a positive effect of the ICRG political risk index on the real economic growth rate over the period
studied. Investment and population growth rate were also found to have a positive effect on the economic
growth rate. Finally, the results confirmed the existence of a statistically significant causal relationship
between the ICRG index and real economic growth.
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