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On Relationship between Rule of Law and Economic Growth

2 &= M(Junsok Yang)”

ABSTRACT

This paper examines the relationship between rule of law and economic growth. We use the rule of
law index developed by the World Justice Project (WJP) which examines rule of law in eight
categories for 66 countries. We examine the relationship between the index for each of the eight
categories and economic growth through correlation analysis and regression analysis.

Our main results show that advanced countries and developing countries have substantial differences.
For advanced countries, absence of corruption, order and security, effective regulatory enforcement and
effective criminal justice showed the strongest relationship with higher economic growth, while for
developing countries, limited government powers, open government and effective civil justice showed the
strongest relationship with higher economic growth. While we cannot show causation, we may
preliminarily conclude that fostering appropriate factors can improve economic growth.

Key words: rule of law, regulation, economic growth, corruption, transparency
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4) "For the United Nations, the rule of law refers to a principle of governance in which all
persons, institutions and entities, public and private, including the State itself, are
accountable to laws that are publicly promulgated, equally enforced and independently
adjudicated, and which are consistent with international human rights norms and
standards. It requires, as well, measures to ensure adherence to the principles of
supremacy of law, equality before the law, accountability to the law, fairness in the
application of the law, separation of powers, participation in decision—making, legal
certainty, avoidance of arbitrariness and procedural and legal transparency." UN X 314]
(S/2004/616) “Report of the Secretary—General on the Rule of Law and Transitional
Justice in Conflict and Post—Conflict Societies”

5) “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.” httpi//info.Worldbank.org/govemance/wgi/pdf/rl pdf

6) AXE delg g dukddo|yt HAE7te el F=3A <l 740H(op1n10n perception)E 3
skl gk diolEloln, st= dolE e FAA QI 574]1} 5 A= A AaAQl dol
HE on| gt}

7) Knack and Keefer (1995) Appendix
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13) North, Douglass C. Institutions, Institutional Change and FEconomic Performance,
Cambridge University Press, 1990. p.3
14) Solow (1956), Solow (2000)



Axrde wEaw JfEae AR AFdEC] He E2 4H 3 convergence

effect)a Hojop gty ey 1950-709 ) 5 JHe=e] AdAEe] AxlamREt 93]
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7FEstEHE dAS A=A vpgS 2rEa glojof Stths o] FEREHI il Al
T4 vgS 2 A7t S e B s 1yt FHANS B
T k= =A% =93 A conditional convergence) =27} 7%

AANE SHoME A o]E9 @] YERUYHA AR FQAdo
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W AA 7 @A Aol AerS 9L, 1970~80d thel =

5}
5 e FEF(export-oriented) o] WEES Adete] FES W

%5 obAlo} Bl % 2
o] W= AAANEe] A&ED Aoleh Aol FEHAAW, YTk ANmTol A=
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FHARAA =Y FEFeA=7E 2 WS BA Zaplvh webd A5 FANT A=
< FYHAY FEAFEG s A HAaFe] A=A utgS WA epEes] Fofof gt}
= =& A7 AASEATHE. DeSoto(2000)91 A= Al 7S fsfiA e gl
e Amsl AdAS ArsA AR & A= AFAEA npgo] dasiral x4
AL, o= AR ERe] ofyEt AATFEAE B dFS FUh

olg1gt =gl & utge® vgo A7t LR AT La Porta et al (1998)0l 4= <
A el PAEE R w7 wedZet (FH)HEA MAEE 7 wvE R
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s a&doln, mebx A9 a&4 39 A% d% Felsiotta #4g vk 9l
on, Acemoglu= o8] =olA A% B AR 7ol AAYH ojwd F3Fs
FoAlol ekl gl ArE BRI vF JATHD. Acemoglu Ao 8 A3 T 3}
e m7ke] HAIETE ANIA] HAERRY v XEJAEA], o]FR AT HAEZT
H HZE A=A o whe Yol Aoy FaErvt thEr A g Q1A AE FH o o
s F7] Wil HAEe] 7Y, 5343 ke A ANA w7E AAdEE
o] =& o]f F shvtehe Ao’ ¥k Acemoglu and Robinson (2012)ol A& 7 Al
Al Aest w7tes AEE o T8 APd 0= IwRle] FA A Fojof AgE
Hod] Fv Ade His Ax, 28a AANES FXE F Jde A8E v A
H3 SR dastta st

AT AT T B A FAEE IR = Barro (1998)2F Barro and Sala—i—Martin

15) Helpman (2004) p.140

16) Rodrik (2005)

17) Acemoglu et al. (2005) Z=
18) Acemoglu et al. (2001)



90 st=2Wstal2 M17d K4z

(20035 & 4 k. Barro= AAAEN 93-S = F AUe o 245 A
A FFAEAE AEsklth of7]dls felA dEd ICRGE WAIFS A,

Democracy House2] W3} A4 A7 QlZgo]HE 5 AdF AAAA Ax7 &
BAGEAA F= 9FS 3SLS IARAS Fsked #AsGltE Barro] 4
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SFE PN ABAGGE] Erhe Holdnk 2y o] A 714 (109) AAA
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RE S7bES 2ol ¥ud u Fe(adA AR ) 1919 GNIS| #AI7F 0.8232
2 4EE] =dAN AEH NESS R Hushe A4S, A= 05813 0.397
= "ot} o] AT oju] s e Aol qfAF o] o]Fojxa glon
2 xS A FAAATE AR, MeTeA= Al F 9 e EAEe] wol
A B A7 golzinkar A =7F Al

M=ol A9, Ao AS9= 28 109 GNIgt AAdEES A=
(-0360)cl 22 FHAGe] FFol AANHA @%E 7ol Atk F1~F83ke
A-E BH opA
TR S o= )
QA AAE stk 53] F3(EAeh k)7E o
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3. HIIMRED YWXFY N49 3AHSH

ol = HAF2] A 49} GDP 2 1919 GNI, 223 20082010\ A AFEZH
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9;= C+ DI+ DG, + DT+ Fln), +e (1)

g 2008-2010d B+ GDP H4&&
C: 4=

DI : 2005-2007 HtA o] A-&3} 2008-2010 Ht A Ao)Ahg&o] Waks
DG : 200520071 H{AF-A &0 T3} 2008-2010 HHAF-AE0]F 2] 2|o]
DT: 2005-2007d A Pul 3} 2008-201013 H A Qu]52] Z}o]
F(n) @ WIP A5 A4 (n = 1---8)
et 22t ()
s
ARAA] Fge DGO DTHSFES Esto] nestaat stk AAA NS JRA|
=440 AgAAoR oA ERE e, AFAES 18str] YA DGHTE Ao
A tE DGE 2005-2007d7F A H-AZ=(goverment expenditure)®] GDP H]ZF9] 3o
|4

Al 2008-2010%t AH-A|Z2] GDP HlFe] His M AR, AFAZF] H|Fo
7k dulyg EAY EJEAE BE Wgolt AYY WEE sty eiA
DTHSE At =, DTHSE 2005200737 AH A9 (tax revenue)e] GDP H|
9] HetollA 2008201037 MJe]l GDP 59 HyS Wl A=, AEAFe nF
o] z} w7l A Ari} EAY EJEAS B Wgolt DIE B3l W3ls 1
H3t7] 91ek MR 2008-2010 A Ho|xgo] v} 2006-2007d Ao AE H o]
W3S WE (%)= AALsE Mot}

DI, DG, DT ¥ Z7F MA289] A o] A& (real interest rate), A5-*& GDP

H] Z(Government expenditure), A Y] GDP H]= (tax receipts)E 7]+l =2 A4S}
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F2(F-74 53 FA)et Fe(tA1- )7t 95% <] *@‘: , 183 F8 (J<_>LJJr7<q HAALH A
L))ol 0% A= L2 frastrhal YERRTh i Fl(@%ﬂ—?ﬂw A3, FA(71 24 <l
), F5(AR9] APE)el F7(AT Ao M) Ao —10bx] Qdats x| ok

ZAow yehtal vk FEA]l dTal yEhE F2, F63 F7 84 ATl A
Fxsta Y= AEEQ] W, Fl, F4, F72 T2 X9} #dy = o8 A& 1
Aot o] A= A o]d A& ofYetar AZbetar, AT}t BAG el ek A
AAQ W8S FAANA F= AR 5 5 U0 BE HAF AFE E2TAT
T2 (995 BU tF A (multicolinearity)®] 7FsAdeol Zst A¥E & 4 o =
S, A9 MEA7I7E 14m7HEolARE 12709 Sywagrt X0} glo] AHgwrt
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Adjusted R2% 059-068 F=o= =t} © F8
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<H 3> &&= OLS A=A Z (5584 2008-2010& GDP H4FE°| )

(1) () (3) (4) (5) (6) @) (8) (9)

c | 75534 | 8993+ | 21518« | 2859 | ~4.962 | -8317 | ~7.551 | ~7.949 | -40.643
(4.957) | (4.171) | (5.842) | (10.574) | (3.647) | (3.997) | (7.325) | (4.899) | (32.248)

ol | 0013 | 0.011x | 00100 | 0.009 | 0.0120 | 001 [ 00130 | 0.011m | 0,013
(0.005) | (0.004) | (0.003) | (0.007) | (0.008) | (g l0s) | (0.008) | (0.004) | (0.008)

pg | ;0049 | ~0.100 | -0.0834 | -0.0633 | ~-0.066 | ~0.075 | ~0.043 | ~0.062 -0.049
(0.090) | (0.078) | (0.061) | (0.118) | (0.085) | (0.077) | (0.092) | (0.083) (0.178)

oT 0.084 0.032 0.049 0.053 0.093 0.044 0.042 0.027 0.003
(0.083) | (0.089) | (0.054) | (0.094) | (0.079) | (0.069) | (0.084) | (0.077) (0.141)

—

F1 9.696 -26.463
(6.759) (16.196)

Fo 13.735% 6.319
(5.386) (22.481)

F3 27.081 ek 46.842
(6.843) (36.595)

F4 -1.79 27.867
(13.337) (38.307)

F5 9.976 -6.523
(5.502) (8.963)

F6 14,783+ 21.160
(5.927) (12.825)
F7 13.419 -20.459
(10.830) (58.708)

F8 12.757= | —2.000

(6.544) | (14.288)
AF?ZJ 0.297 0.498 0.684 0.138 0.367 0.489 0.262 0.393 0.588

Stat 2.372 | 4.230%x | 8.044xx+ | 1.519 2.886x | 4.112%x | 2,154 3.100% 2.684

obs 14 14 14 14 14 14 14 14 14
<F> 6 0% AB|E, wx 5% AF I, wkxl 99% AF T

FHAG] 7HeAdS aElste] ZF =7ke] 2008 GNI &8 5
3 F3(EA 9 b5 AlelataL the MAF] AFe AFes B
Adjusted R29] 2% 7o) R5F "ol upo), upeba] Mxl=rel glof
FH HEE = ds EA7F fla 2008 GNI ®7F X3 A &
Ffrastrial gk

ek Aol Adks gea B, HAF e 87 ok T 474 ok F2(FA4
Fa FA), F3(AAM e k), F6GHAIF ), F8(EAA FAA Aw)7t 5719 ZA
AFET AV de AR Yehyal, o] okES Arslstd AAAdGEN AU
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(11) (12) (13) (14) (15) (16) (17) (18) (19)
C -1.412 | 2.366 | 7.896x* | 3.084 | -0.711 | -3.333 | —3.275 | 2.058 -2.291
(1.997) | (2.031) | (2.867) | (2.764) | (2.641) | (3.450) | (3.896) | (2.851) | (5.637)

DI 0.000 0.000 | -0.000 | -0.001 0.001 0.002 0.001 0.000 0.002
(0.002) | (0.003) | (0.003) | (0.002) | (0.002) | (0.002) | (0.002) | (0.003) | (0.003)
DG 0.004 0.0015 | -0.007 | -0.013 | 0.055 0.065 0.041 -0.004 0.008

(0.027) | (0.036) | (0.035) | (0.036) | (0.041) | (0.041) | (0.038) | (0.034) | (0.065)
oT 0.013 0.009 0.012 0.019 0.005 | -0.004 | -0.015 | 0.016 -0.001
(0.026) | (0.032) | (0.033) | (0.034) | (0.030) | (0.030) | (0.033) | (0.033) | (0.031)

F{ | 13789 25.131
(3.837) (10.103)
Fo 8.129 -10.014
(5.050) (8.600)

F3 -4.267 -1.606
(4.659) (4.573)

Fa 4.374 -9.231
(5.043) (6.614)

F5 14.916% -6.185
(6.289) (12.378)

F6 18.869 4.306
(7.311) (12.878)

F7 19,020 5.935
(8.410) (10.931)

F8 7.460 5.865

(6.150) | (6.315)

GNI | -0.001%0 | =0.001%x | —0.000% | —0.0000 | —0.001%ex | —0.001%0x | <0001+ | 0.000%+ | —0.000
08 (0.000) (0.000) (0.000 (0.000 (0.000) (0.000) (0.000) (0.000) (0.000)

ARdzj‘ 0.483 0.223 0.151 0.147 0.323 0.351 0.308 | 0.0179 0.462

SF’L;’E 5201w | 2.322% 1.816 1.793 | 3.195%% | 3.493*x | 3.048xx | 2.000 2.644~
obs 24 24 24 24 24 24 24 24 24

<F> 6 0% AB|E, wx 5% AF I, wexl 99% AF T
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