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REFOCUSING THE NOTIONS OF
GROWTH AND DEVELOPMENT AIMS OF THE RESEARCH THE CONCEPTUAL MODEL

As noted by G. Myrdal (1974),the pre-1g7os neoclassical methodology ~ We sought to device a model which could test the impact of a series of noneco-

treats the quantitative increase in per capita income (GDP/capita) as 416 systems on economic development. Based on the existing literature, hy-
conducive to qualitative socio-institutional change. Economic growth

and econvutic development have thercfore been nsed interchangeably potheses were formulated on the expected impact of the noneconomic vari-
and important structural transformations within societies have re- ables. To test the hypotheses effetively, the chosen noneconomic systems were

mained largely unexplained. According to both R. Brinkman (1997)and bl‘Ollg]]t down to their “PURE” illCﬂIIlc-i]ldcpﬁlldC]lt form before rcgrcssing The chosen systems of noneconomic factors were condensed into index terms through
F. Cracolici (2010)this has had conceptual and methodological conse- . . : . the Principal Component Analysis (PCA) function. The noneconomic systems were then
quences on how economic growth and development have been studied so them agamst. measures of economic dcvclopmcnt. Economic dtzvt::lopmcnt = stripped of their income-dependent components by regressing them against measures
far. represented in the model by the concept of Total Factor Productivity. of economic growth.

Significant research contributions have given the notion of economic
growth a more nuanced meaning, describing it as affected by other as-
pects of social order: political stability, the organisation of education
and labour, cultural identities as well as wider aspects of social wellbe-
ing ranging from health to happiness. These relationships have however o “Pgljtical Systems (understood as the complex interaction of political sta
not been considered within the boundaries of a systematic theoretical
framework.

THE HYPOTHESES TO TEST:

NEPURE — y+ W

. i o A : ) ” A new variable was generated, capable of capturing noneconomic systems as isolated
bility and bureaucratic efficiency) highly impact economic development terms. The variable was labelled NErur: and represents all income-independent non-

* “Labour and Education Systems moderately impact economic development” econoniicinctors.

Economic growth, associated commonly with growth in GDP, is actually o “Cultural Systcms do not significantly impact economic dcvclopmcnt” N
_ =
¥ FP=a + ﬂ NEpr:e + €

to be viewed as only one of many aspects of economic development, o «Ggciy] Wellbeing systems significantly impact economic development”
which comprises both economic and noneconomic factors.

NErure was regressed against Total Factor Productivity to test the hypotheses and
assess the impact of noneconomic systems on economic developmet

GAPS IN CURRENT LITERATURE DATA SOURCE AND SAMPLE

is our chosen measure of economic development.
It is techmcally defined by Robert G. King and Ross Levine (1993) as “Real
Tﬁ ’ per Captta GDP Grown - (0.3)* The Growth Rate of the Capital Stock per

* Data for the systems labelled “political”, “economic and labour” Person”

* No clear-cut distinction between economic growth and and “social wellbeing” was sourced with the World Bank (WB) data- 7~ This is the index term of four . .
economic development. This is needed to separately study base - Political Systems measured by Institutional efficiency and Democracy Status
the impact of economic and noneconomic factors on the eco- - Labour and Education systems measured by the Total Literacy rate, the level
nomic health of a given country. * Data for the “cultural” systems was sourced with the Quality of Gov- M E _< “: gffll'““l Enrolment, Expenditure per Student Employment and Measures
0 alent
SARER N nidcbookiiDgt) - Social Wellbeing Systems measured by levels of Human Poverty, Health Ser-
- : : : vices Provision, Survival rate, Gender Bias, Gender Empowerment, Inequali-
* No comprehensive and accessible model capable of assess- * The Sample covers a total of 104 countries across the period from ty and Environmental Sustainability
ing the impact of noneconomic factors on the level of eco- 1990 to 2012 (missing values treated as unaltered from previous \_- Cultural Systems measured by indicators of Social Values
nomic development of a given country. ears
P &1 2 y ) This term represents - c Fa . It comprises:
(;‘3»5" RU fof - Economic Growth measured by GDP per capita
‘}ﬁ,ﬁ . ﬁ,ﬂﬁ E - Financial Development measured by Liquid liabilities to GDP (%), Bank
Qﬁr’ " #\%\3\ ov* credit to bank deposits (%), Central bank assets to GDP (%), Bank private
bﬂgt* s ib“%tmﬁc’cws credit to GDP (%), Stock market turnover ratio (value traded/capitalization)
O e bt n? (%)
WhT A AT L on®
Q\l“ﬂ% g iﬂ“%g, ff‘xat All data was elaborated with STATA (v. 12) software
WwH T X
. %“1 = ﬁo
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OUTCOMES
IMPLICATIONS

The advantage of extracting the income-independent components from
LABOUR AND EDUCATION SYSTEMS thenoneconomic systems is in appreciating the true impact of these fac-
tors beyond changes in the financial arrangements of a given country.

Contrary to expectations, labour and edu- This all 1; k ¢ ke inf d eho; hout h ¢ g
cation systems were found to DR tistically his allows policy makers to make informed choices about how to priori-
significant in their “PURE” form and tise areas of reform with respect to increasing levels of total factor pro-

therefore capable of highly impacting TFP ductivity—i.c. economic dcvelt)pmcnt.
(economic development).

POLITICAL SYSTEMS

Contrary to expectations, the “PURE” com-
ponents of political systems were only mod-
erately significant. This can be explained by
the high dependence of the chose variables
on the macro-economic environment. The
residual “PURE” term is therefore possibly
mOL Eke et e o o Our study concludes that social well-being and labour and education sys-
political systems in their entirety. ) - x g ) )

tems in their “PURE” form can significantly impact economic develop-
ment, regardless of considerationsn economic growth, whereas political
systems must be assessed keeping economic growth in high regard. Cul-
tural systems, predictably, do not seem to strongly affect economic devel-
opment to the same extent and, as such, should not necessarily be priori-

tised within the context of emerging and developing economies.

CULTURAL SYSTEMS SOCIAL WELLBEING SYSTEMS

FUTURE DEVELOPMENTS

Cultural systems cannot be said to impact TFP

significantly in their “PURE” form‘. Cultural social wellbeing systems. The results
systems are long-term processes Whl(:]-l are not yield high levels of significance for all i .
largely susceptible to the shocks of informa- “PURE” components.This is also due to Further research can be dcployed to asess the sign of the correlation

bion oL Ahie exicraiul CoonGmIC CAVItOMMEERY the amount of data that is available for between Total Factor Productivity (TFP) and noneconomic factors. As

and do not necessarily interact with the pro- e chasenivariables. . ) . .

ductive systems of a given country. a methodological alternative, an index term may be generated with
PCA for everyyear within the given data. Also in terms of methodology,
alternatives can be elaborated for the treatment of the missing vari-

ables in the data for each system.

Most convincing is the evidence given for

LIMITATIONS OF THIS MODEL:
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* The categorisation of variables is accusable of subjectivity



