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The Impact of Budget Transparency and Governance Indicators on
the Financial Performance for a Selection of Developing Countries in
the Middle East & Asia Region during the period (2004-2018)

Firas Al-Mallah, PhD student, Business Economics, University of Jordan,
Jordan.

Khawla A. Sbetan, Associate Professor, Business Economics, University of
Jordan, Jordan.

Abstract

The aim of this study is to analyze the impact of the budget transparency and
governance indicators on the financial performance for a selection of developing
countries in the Middle East and Asia region, based on cross-sectional time series data
during the period (2004-2018), using the Auto Regressive Distributed Lag method
(ARDL). The results indicate that independent variables varied in their impacts on
budget balance. Budget transparency index shown very slight impact on budget balance.
Regarding governance, the results shown that controlling corruption and political
stability indicators contributed to improving the budget balance, while regulation quality,
government effectiveness and “voice and accountability” indicators led to a decline in
the budget balance. Rule of law indicator was insignificant. Therefore, developing
countries still need to exert huge efforts and allocate necessary resources to achieve the
envisaged targets from applying budget transparency and governance concepts.

Keywords: Budget transparency, Governance, Budget balance.
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. Level _First .
Variable Test Difference Conclusion

Stat. Prob. Stat. Prob.
BB LLC -4.5691 | 0.0000 - -

IPS -2.70393 | 0.0034 - - 10)
ADF-Fisher | 60.5837 | 0.0194 - -

PP-Fisher | 55.7356 | 0.0502 - -
OBI LLC -1.24456 | 0.1066 | -12.7915 | 0.0000

IPS 0.70455 | 0.7595 | -9.23468 | 0.0000 (1)
ADF-Fisher | 26.0002 | 0.9302 | 142.851 | 0.0000
PP-Fisher | 29.2122 | 0.8462 | 158.132 | 0.0000

CcC LLC -2.76195 | 0.0029 - -

IPS -0.89472 | 0.1855 | -10.9722 | 0.0000 (1)
ADF-Fisher | 46.5027 | 0.1621 | 173.339 | 0.0000
PP-Fisher | 49.8185 | 0.0949 | 221.886 | 0.0000

VA LLC -5.16195 | 0.0000 - -

IPS -3.18147 | 0.0007 - - 10)
ADF-Fisher | 70.6902 | 0.0010 - -

PP-Fisher | 63.7234 | 0.0056 - -
GE LLC -5.32054 | 0.0000 - -

IPS -2.76686 | 0.0028 - - 10)
ADF-Fisher | 71.4089 | 0.0008 - -

PP-Fisher | 67.2706 | 0.0024 - -
RL LLC -4.78347 | 0.0000 - -

IPS -2.52433 | 0.0058 - - 10)
ADF-Fisher | 62.3669 | 0.0076 - -

PP-Fisher | 64.2048 | 0.0050 - -
RQ LLC -3.54555 | 0.0002 - -

IPS -1.70499 | 0.0441 - - (1)
ADF-Fisher | 51.7818 | 0.0672 | 135.251 | 0.0000
PP-Fisher | 51.0057 | 0.0773 | 201.438 | 0.0000

PS LLC -3.73436 | 0.0001 - -

IPS -3.89529 | 0.0000 - - 10)
ADF-Fisher | 79.064 | 0.0001 - -

PP-Fisher | 83.1156 | 0.0000 - -
CA LLC -2.67121 | 0.0038 - -

IPS -3.13625 | 0.0009 - - 10)
ADF-Fisher | 66.5243 | 0.0029 - -

PP-Fisher | 77.1328 | 0.0002 - -
INF LLC -5.38035 | 0.0000 - -

IPS -3.7278 | 0.0001 - - 10)
ADF-Fisher | 72.5633 | 0.0006 - -

PP-Fisher | 72.5662 | 0.0006 - -
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Level First
Variable Test Difference Conclusion
Stat. Prob. Stat. Prob.
LPGDP LLC 0.90875 | 0.8183 | -4.59358 | 0.0000
IPS -0.51553 | 0.3031 | -4.58656 | 0.0000 I(1)
ADF-Fisher | 76.0974 | 0.0002 - -
PP-Fisher | 85.1224 | 0.0000 - -
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