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ABSTRACT

The governance system of any country is required to be stable in any country. This study is the initial
attempt to find the indicators of governance in Pakistan. The data has been collected from World Bank Data
Bank from 2002-2016. The correlation test and Structural Equation Modelling is applied to the data. The
governance is the construct variable in Structural Equation Modelling. The results shows that Voice and
Accountability, Political Stability and Violence Terrorism, Government Effectiveness, Gross Domestic
Product per Capital Growth, Gross National Index growth. Gender diversity and Human Development are

the factors of governance in Pakistan.
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INTRODUCTION

After the episodes of wars and cold war, the
world demands for advancement in
accountability and transparency in political
reforms (Knack, 2001). During this vein, the
unbearable corruptions unveil the flaw of social
and political inappropriate and ineffective
systems (Rontos, Salvati, Sioussiouras, &
Vavouras, 2013). The governance of the world
has faced to and fro phases after the failure of
long episodes of reforms. Especially the
borrowing countries did not realize the
importance of governance issues (Salvati,
Vavouras, & Rontos, 2013). The world
witnessed the development problems of Africa
and the huge corruption during international aid
distribution led to governance crises (Killander,
2008).Governance is basically the other name of
exercising political power to control the internal
and external affairs of the nation (Kaufmann,
2007). The system of governance requires
political reforms to tackle the corruption by
applying the accountability and sound
frameworks of improvements (Ronto, Syrmali,
& Vavouras, 2015). The role of governance is
the integral part of research because the
researchers look for deeper determinants of
governance for an economy. Because
governance  assures  accountability and
accountability assures the corruption free culture

(Acemoglu, Johnson, Robinson, & Yared,
2005). Corruption free culture is the cause of
economic and financial growth of any economy.
The economic growth of any country depends
upon the innovation and capital accumulation
and other factors (Rosenberg, 2004). The
innovation will be introduced once the
researchers and quality producers are motivated
and protected.

The important role of rational capital in the
nation's environmental efficiency of national
progress and sustainability aspects of the rapid
development of technology and cash for this
reason it has been in the workplace, particularly
in knowledge, skills, and knowledge to change
the mode of human resources. Today there exist
necessary and skills, abilities and critical thinking,
and can be matched with the latest technological
factors. There are signs that the work has been
carried out on the impact of rational capital at the
national level many studies (Zhou and Bontis,
2002 Alexander, 2006 Malhotra, 2003 Cabirita,
2006 and Lerro et al., 2005)

Similarly, research on economic development a
good nanny (Sharma, 2007) but still it is
necessary to investigate and determine the link
good governance and the rational capital and
underscores factor in social and economic
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development of the trilogy at present, Pakistan
passed the critical stage require public and
private institutions of good governance and anti-
corruption and accountability of government in
order to achieve the desired results, the
effectiveness of the quality of regulation the rule
of law because of effective legislative
mechanism inoperable. Government authorities
over the management system resulting in social
and growth of economic a little lower control
for Pakistan, it is first necessary to diagnose
problems in the government system and
secondly, it is connected through the growth
path of the States of the rational capital to do
this it is designed to research and the importance
of maintaining perspective of good governance.
The study on the structure to expand contacts
between governments the person in charge of
the national rational capital and social and
economic sustainable development of Pakistan.

In that frame are located in the main issue
addressed in the strategic direction of the
proposal is the traditional mode of labor
policies. Find the location of the capital city and
good governance in the form of intangible assets
and rational property associated with the
appointment of sustainable growth of economic.
The social and economic development social
and economic drivers in all of the elements are a
challenge for developing countries in the world
always in mind. Scientists are trying to develop
a framework for the implementation of the
economy and improve the country's
competitiveness and achieve  sustainable
development. Not just about run social and
economic development of the system of
government however, national mental resources
Institutions of good governance (Kaufman et al.,
2000) through the concept of conventional
evaluation services focused on defining the way
the country's direction. In this case, it has been
given idealized governance as a prerequisite for
sustainable and stable national social and
economic development. But also by an increase
in human economic and financial center
improve living standards. (Kaufman et al., 2000,
talent, 2003). Transnational Studies have shown
that good governance is in fact the country's
financial performance (Chong and Calderon,
2000) is an important part. This is the national
governance from the interaction of human and
capital structures and relationships arising
national governance capital (NG) of the person
in charge is the most important factor in social
and economic development (Ruiz et al., 2011)

found achieve contact between the three regions
confirmed that understanding in the field and
provides a framework of interdependence
between sustainable development.

Similarly literature  development, good
governance practices has become a strategic tool
for the implementation of discussion agenda
Mann Village. The right decision and the
decision of the court is one way to make a
variety of countries implementation Related
civilization old man in the story on the other
hand is viewed as a deficiency a major cause of
slow growth of economic of the community
Furthermore in  accordance  with  the
requirements to use another sentence national
and international environmental governance in
the context of (Sheng, 2013) development of
quality management tools (Sharma, 2007) could
improve only if it has been improved. If protect
private property rights in addition to security the
rule of law and a clear choice can progress in
the institutional, social and economic corruption
and mismanagement weak institutions (Mauro,
2004) due to the negative impact on growth of
economic and Hall (1999), Jones is a unique
treasure in each country on the basis of
differences in social system and the role of
productivity expressed etc. Roderick and others
(2004) which is directly related to the financial
performance and management in cooperation
with each other infectious exhibition relations.
Court to study Kaufman and Kraay (2003)
authorities difficult to monitor the relationship
between the management and development to
explore how to select a control and the World
Bank will be replaced by examining the
performance of the project two hundred
countries around the world. Research shows that
the country is becoming creative resources to
good governance and social and economic
development indeed. (A) Accountability and
voice (b) stability of political and violence of
absence (c) the effectiveness of the government
(d) the socio-economic development of the six
awareness are using the Worldwide Governance
Indicators measurable indicators that can be
measured by material quality control (e) the
rule of law (f) fight against corruption. This
study describes the links between the country's
economic and social development and good
governance. It also provides guidance for
developers to design a framework for
sustainable economic and social policies and
strategies. No doubt about it that Pakistan
blessed with human and natural resources and
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studies for economic 2011 unfortunately the
government policies as a rule do not bring out
the true potential of the country.

The issue of governance has been extensively
discussed by researchers in the literature. The
researchers always put emphasis on the
importance of governance, the policy makers are
always addressed by economists and researcher
about the importance of governance for any
country. Governance is associated with different
factors including economic, social and political
factors. It is highly influenced by high growth
rates, high per capita income and high human
development  standards. Due to its
multidimensional nature, the researchers do not
have clear consensus on the issue of governance;
neither has agreed on a general definition of
governance (Kjaer, 2011). Researchers follow
their own definitions depending upon the
framework of their own focus apart from the
possible actual definition based on economic
aspect of governance. Most of the researchers
follow the definition given by the World Bank
(Rontoet al., 2015). The World Bank defined the
governance as “governance is defined as the
manner in which power is exercised in the
management of a country's economic and social
resources for development. Good governance is
synonymous  with  sound  development
management”(World Bank, 2018). Another
definition of governance is “Governance consists
of the traditions and institutions by which
authority in a country is exercised, this includes
the process by which governments are selected,
monitored and replaced; the capacity of the
government to effectively formulate and
implement sound policies; and the respect of
citizens and the state for the institutions that
govern economic and social interactions among
them”(World Bank Group, 2018).

The hypotheses of the study are based on the
research questions.

H:a: The GDP per capita has positive impact on
the governance

H,a: The GNI per capita has positive impact on
the governance

Hza: The gender diversity has positive impact on
the governance

Hsa: The HDI has positive impact on the
governance

While defining the governance the World Bank
has primarily focused on the reforms of public
and private sectors in the country. The good
governance is the basis of equitable
development. The equitable governance depends
on the sound economic and political policies and
reforms. Many researchers argue that good
governance is based on public sector reforms.
The World Bank signifies three dimensions:

e The political regime.

e The process of management reforms in
which the policy makers of a country
develop reforms by using social and
economic resources of the country.

e The capacity of the policy makers to design
and implement the policies for controlling
corruptions.

The definition of governance covers the
following broad points:

e The governance is the corruption free process
by which the governments are elected,
properly monitored and held accountable for
any corruption.

e The process by which the government can
develop effective policies for the betterment
of the country.

e The governance is necessary so that respect
of every citizen is secured and every citizen
may have social and economic freedom.

The governance indicators are based on six key
aspects. These six dimensions of governance are
discussed in detail with their ability to measure
as following:

e Voice and Accountability (VA)

o Political Stability and Absence of Violence
[Terrorism (PSAVT)

e Government Effectiveness (GE)
¢ Regulatory Quality (RQ)

e Rule of Law (ROL)

e Control of Corruption (COC)
LITERATURE REVIEW

You cannot overstate the importance of national
governance it also plays an important role in all
levels of society with a focus on social and
economic development. (Charron and others,
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2012) shows that the European Commission is
to focus on the quality of governance by the
government looking at the fact how can the
government 's plans and the implementation of
policies not what government can achieve.
Similarly the United Nations Economic
Commission for Africa (2013) Natural
Resources for practical and effective way to use
good governance and the development of human
resources in Africa sustainable development is
moving spectacle. However, the search for
control centers that comes with divorce
researcher’s policy makers when there was no
agreement. All access to the commonly accepted
definition of international process generates
good governance these are some of the most
common translations.

It is allocated and organized by the referee
where it is the work of home administration of
this includes the process which governments
choose and supervise and replace Government's
ability to formulate and implement strong
principles effectively. IMF year 1992 respected
people and the status of the institution. Connecting
practices for monetary improvements as well as
the establishment of which will find out how
management is practiced within a region.
Kaufmann et al. year 2000 Sharma (2007)
development of economic and well connected
with referee when there will be good
governance support for secure property rights
and the rule of law and transparent mechanism
for the election results to improve with
economic development is Similarly, Mauro
(2004) due to corruption in the government's
economic progress as well as common side
effects of other institutions shows that appeal. In
addition capital per worker and productivity
solutions sectarian differences were due to the
nations said and Jones (1999) to a different
Fisher and others(2001) as the lead product.

Management of extreme red tap ism and
bureaucratic inefficiency and Palestine foreign
investment to result in a decline in the economy
as subtle issues of poor governance Laporta and
others (1999) a strong and effective government
administration system with English legal system
and semantically describe the ethnic lands also
reflects the positive portrayal of Islam and
Montenegro (2002) through provision of equal
opportunities to strengthen the country's export
support. However, this application is not always
a negative signal to the French source of justice
is valid worldwide. He Coleman (1988) both

from the social and economic indicators
contributed positively rule said showed that
economic progress talent and Kiefer (1997). It is
generally a high degree of monetary variables
than with increased social. Roderik and others
(2004) has been recorded in various
econometric studies and long term economic
growth and the positive relationship between
good governance describes. Kaufman work and
Rowe (2003) Administration and Development
and the World Bank project in the framework
for performance measurement two hundred
countries. His goal is to select the government
mechanism and monitoring and implementation
of these policies and how to replace the analysis
was formulated. They are really good
governance and social development in the
country's economic resources to take advantage
of it to conclude that a country has the ability.

Governance and government are two different
concepts. Governance is old concept and
whereas the government is a variable which
develop the set of policies and rules to
implement governance system in the country.
Governance is a basically an institutional
capacity of the system developed by the
government which ensures the accountability,
effectiveness, transparency and impartiality.

The governance outcomes are measured by
using its types(lgbal & Shah, 2008). The
Responsive governance is the one in which the
system of governance ensures the public
services according to citizen requirements. This
style of governance is committed to provide the
safety of life and the properties of general
public. The freedom of expression can be
practicable in responsive governance system.
Over all the responsive governance is
committed to improve the quality standards of
life in the system (Igbal & Shah, 2008).The Fair
governance fulfills the expectations of the
citizens. This style of governance is also
committed to add value to the citizen life
standards. This style ensures the equality by
providing the fair access of public services to
poor peoples and minorities. The biggest
problem in any country is the discriminations in
enforcement of law and this fair governance
style ensures the non-discriminatory
enforcement (Igbal & Shah, 2008).Another style
of governance is Responsible governance. This
governance style is transparent and open. It
works better with less cost. It ensures the
integrity competitiveness and focus on
outcomes. Finally the Accountable governance
provides the access to justice and provides the
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effective legislation to the people (Igbal & Shah,
2008).The topic of governance has been the
main issue during last two decades (Al-Marhubi,
2004). The researchers have been finding the
determinants of governance and its indicators.
Similarly the debate on the impact of
governance on economic growth and other
economic indicators has been a hot issue in the
field of research. Voice and Accountability
which is one of the indicators of governance is
found to have significant impact on economic
growth (Kaufmann, 2007). The literature finds
the positive impact of Voice and Accountability
on economic growth and poverty on the other
hand the negative association has also been
studied and the insignificant impact is also
empirically argued.

The living standards in Ukraine were found to
decline in 1990s and that happens because of
destruction in the governance system (Kaufmann,
Kraay, & Zoido-Lobaton, Governance matters,
2000). The rule of law was not found to be
properly implemented similarly the accountability
system was not implemented and controlled
properly. The political instability had provided
opportunity for corruption. Countries like Russia
and Ukraine also witnessed governance challenges
despite of being big emerging economies in the
world (Kaufmann et al., 2000). Pakistan is at the
bottom of the list of emerging economies and it
has been facing the effects of poor governance
since it has come into being.

There are two theories which provide theoretical
base for finding the determinants of governance
in Pakistan. One is called rational choice
institutionalism (RCI) and the other one is called
sociological institutionalism (SI). The RCI
argues that the formal economical rationales
determine the governance system in a country.
The political system is solely responsible
designing the governance system in the country.
In this system the citizens face the governance
system designed by the public institutions. In
RCI theory it is assumed that to develop a
governance system with the informal system of
public servants and the citizens is highly costly
and will take much time. So the public personals
are assumed to develop a set of governance
system and implement it to the citizen. This type
of governance system is an instrument which is
just applied to the citizen. Pakistan has been
suffering from this kind of situation because the
governance system is designed by the agents.
The ministers on national assembly and they do

not ensure equity and justice. This poor
governance system will make rich richer and
poor poorer. This poor governance will enhance
the opportunities of corruption, less accountability
and instable political system in the country. The
RCI is further divided into two theories. The
first one is Public choice theory and second one
is principal-agent theory.

From Pakistan perspective the public choice
theory says that the governance system is
designed by the ministers of national assembly
in Pakistan. “Its fundamental assumptions are
that actors’ interests diverge and that dominant
actors design policies and governing institutions
to favor their own interests.” (Stephen, 2013)The
ministers know that their activities are not
monitored and controlled properly then they are
more concern to develop a system of governance
which is light for them and tight for the general
public. In Pakistan the situation is similar to the
public choice theory. A common man cannot carry
a gun on the roads and similarly a common man
cannot do corruption of single rupee in the
country. But on the other hand the ministers do
corruptions and break every rule of law in the
country. In Pakistan the policy makers are not
controlled properly and make the policy on their
own which is not in the favor of the citizens.

The RCI also develop the principal and agent
relationship in the country. The government
personals are the agents of the principal the
general public. The agents are the
representatives of citizens on the parliament and
are responsible to develop a system of
governance which fulfills the requirements of
citizens. On the other hand if this works on
other way then the whole system will suffer a
bad governance system. The conflict of interest
will lead to bad governance system. If the agents
are not properly controlled then they will not be
developing a governance system which provides
equity and justice. There will a possibility of
preferences of enforcement of law. The law will
be applied differently for poor people and
minorities and for rich people. On the other
hand SI promotes the cultural theory. This
approach says that the policy makers also take
cares for the cultures and involve the individuals
in making policies in the country. The cultural
preferences are taken in to account and the
public ministers also involve general public in
making governance in the country. This
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approach is time consuming but brings the
public and the government closer.

The literature has empirically find the strength of
better governance system and the empirically
findings also support this argument. The countries
with strong governance system have been facing
better economic growth and development. The
effective implementation of Rule of Law in the
country has been empirically found to have
positive impact on per capita income (Kaufmann
et al, 2000). The Kaufmann et al. (2000)
empirically finds the results of above arguments
and provided a graph based on per capita income
and infant mortality rate in the world. They studied
that countries like USA, Canada, Singapore and
Netherlands are found to have comparatively
higher per capita income and this has been
positively associated to the Rule of Law. Whereas
Bangladesh, Indonesia, Colombia and Ghana have
been shown as witnessing lowest per capita
income and that was also found to have associated
to Rule of Law.

Kaufmann et al. (2000) also empirically shown
the impact of Voice and accountability on infant
mortality. They found that Norway, Greece and
Etnonia has witnessed lowest infant mortality
and that was postively associated to Voice and

List of factors affecting governance

accountability. That shows that Voice and
accountability has positive impact on living
standards. On the other hand Afghanistan,
Kenya and lIrag have sitnessed highest infant
mortality and that had been linked to poor Voice
and accountability system in those countires.
This is a big question that if the effective
governance system is associated to better growth
and development then how a country can develop
a better governance system whereas the other
countries are not able to implement an effective
governance system. The problem in the literature
related to the framework of determinants of
governance is the debatable issue. Particularly the
study based in Pakistan related to governance
issue has not been discussed as much as the other
countries are addressed in the literature. This
studyis the novel attempt in Pakistan.

METHODOLOGY

The data has been collected from World Bank
Data Bank from 2002 to 2016. The correlation test
is applied to the check the association between all
the variables and then the Structural Equation
Modeling SEM is applied to find the indicators of
governance. The Stata 12 is used as statistical
software. The framework of this study is based on
general theories and scientific articles.

Variables

VA: Voice and Accountability

PSAVT: Political Stability and Absence of Violence/Terrorism

GE: Government Effectiveness

RQ:Regulatory Quality

ROL.: Role of Law

COC : Controlof Corruption

GDPPC_GROWTH: Gross domestic product per capita growth

GNIPPP_GROWTH:Gross National Income growth

GDIV:Gender DiversityHDI: Human Development Index

Voice and Accountahility
(Fontoet al., 2013)

Political Stability and Absence of
Violence/Terrorism
(Rontoet al., 20135)

Government Effectiveness
(Fontoet al., 2013)

Regulatory Quality
(Fontoet al., 2013)

Rule of Law
(Fontoet al., 2013)

AOZPepdREHa00

Controlof Corruption
(Rontoet al., 20135)

o

Human Development Index
(Bonto et al.. 2015)

Gender Diversity

Aceituno, 2013)

(Garcia-Sanchez, Cuadrado-Ballesteros, & Frias-

Economic growth per capita
[(Garcia-Sanchez et al, 2013)

Gross national income per capita
[(Fonto et al. 20135)

LY

Figurel. Factor affecting governance in Pakistan
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RESULTS

Summary statistics

Variables Observation| Mean | Standard deviation | Minimum value | Maximum value
VA 15 -0.8893 0.1522 -1.17 -0.69
PSAVT 15 -2.2873 0.4476 -2.81 -1.55
GE 15 -0.622 0.1703 -0.82 -0.38
RQ 15 -0.6553 0.1035 -0.91 -0.48
ROL 15 -0.8406 0.0651 -0.97 -0.74
cocC 15 -0.94 0.1209 -1.09 -.76
GDPPC_GROWTH 15 2.2459 1.8041 -0.485 5.478
GNIPPP_GROWTH 15 0.0691 0.0213 0.04 0.11
GDIV 15 13.268 1.7220 11.08 15.56
HDI 15 0.5274 0.0147 0.504 0.55

Table 2 shows that there are 15 observations. The dataset covers the period of 15 years starting from 2002 to
2016. The mean value of VA is -0.8893 and the standard deviation are 0.1522 which shows small standard
deviation. The minimum value of this indicator is -1.17 and the maximum value of this indicator is -0.69 which
shows that overall the situation of VA is poor in Pakistan. The average value of PSAVT is -2.2873 with standard

deviation value of 0.4476 with the minimum value of -2.81 and the maximum value of -1.55.

Correlation table

VA | PSAVT | GE | RQ | ROL | COC | GDPPC_GR | GNIPPP_GR | GDIV | HDI
OWTH OWTH
VA 1.00
PSAVT -0.83 1.00
GE -0.73 0.88 1.00
RQ 0.47 -047 |-0.11)1.00
ROL 0.05 0.14 0.27 |-0.11| 1.00
COoC 0.02 0.23 041 ] 0.27 | 0.25 1.00
GDPPC_G| -0.29 0.61 0.62 |-0.21| -0.08 | 0.18 1.00
ROWTH
GNIPPP_ | -0.56 0.79 0.79 |-0.22| -0.02 | 0.26 0.89 1.00
GROWTH
GDIV -0.54 0.87 0.86 |-0.30| 0.25 | 0.6 0.65 0.76 1.00
HDI 0.78 -0.69 |-0.75|-0.00] -.008 | -01 -0.24 -0.57 -0.45 [1.00

CORRELATION RESULTS

Table 3 shows the correlation between the
variables. The VA has negative correlation with
PSAVT, GE, GDPPC_GROWTH, GNIPPP_
GROWTH and GDIV. On the other hand VA has
positive correlation with RQ, ROL, COC and
HDILVA has strong negative correlation with
PSAVT and GE which is -0.83 and -0.73
respectively. On the other hand VA has strong
positive correlation with HDI 0.78.0n the other
hand the VA has very weak correlation with rol,
COC and gdppc growth. Here it can be argued that
if the situation of VA in Pakistan will get
improved then the human development of the
country will be improved. On the other hand the
freedom of voice and accountability will create
more political instability and government
effectiveness in the country.

Table 3 shows that PSAVT has strong positive
correlation with GE, GDPPC_GROWTH,
GNIPPP_GROWTH and GDIV in the country.
On the other hand it has strong negative

correlation with HDI. So here it can be argued
that in Pakistan if the situation of political
stability improves then the GDPPC_GROWTH
will also improve. The Table 3 also provides
sound evidence that if Pakistan improves its
political condition then the gross national
income growth will also improve. Here it can be
argued that PSAVT is very important for
Pakistan. If the political stability will get
improve then this will improve many indicators
of development in Pakistan.

The GE also has positive correlation with
GDPPC_GROWTH and GNIPPP_GROWTH it
also has very strong positive correlation with
GDIV. The gender diversity means that the
proportion of women on the every sector. The
developed economies appreciate women to
participate in every field of life. The female
workers are proved to have positive impact on
the performance of every business. In fact in
Pakistan the female workers are not appreciated
in the professional field.
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STRUCTURAL EQUATION MODEL

Structural equation model (SEM) is used to
empirically find the unobservable constructs.
The latent variable is the one which is measured
by one or more observed variables. | use SEM
because | need to find out the governance which
is used as latent variable in my study. Figure 9
shows the governance as latent variable which is
found on the basis of six indicators of
governance in Pakistan. The factor loading
analysis is shown in Table 8.

Factors loadings

Factors Loadings
VA -0.7874
PSAVT 0.9700
GE 0.9403
GDPPC GROWTH 0.7236
GNIPPP GROWTH 0.8982
GDIV 0.8903
HDI -0.7118

The factor loading analysis is done in Stata 12

and only those factors are retained which have
loadings above 0.7. The VA and HDI show
negative direction in factor loading analysis. But
the loadings of VA and HDI are more than 0.7
therefore it can be argued that these factors are
confirm for the latent variable named as
“governance” but these factors have opposite
direction. VA and HDI are confirmed factors of
the governance but have opposite directions.
RQ, ROL and COC are eliminated because
these variables have loading below than 0.7 and
are not assumed to be the confirmed factors of
the governance.

| can say that Regulatory quality, Rule of Law
and the control of corruptions are not the
confirmed factors of governance the latent
variable in Pakistan. | can say that RQ is not
important for the governance. The regulatory
quality is not important factor for governance in
Pakistan but Voice and accountability, Political
stability and the government effectiveness are
the confirmed factors for the governance.

va a“'@”"
ge -u“‘@"

psavt

hdi g

Figure2. Standardized coefficients of SEM

Figure 10 shows the SEM diagram. All the
factors are significant at 1 percent. The p-values
of all the factors are 0.000. The path analysis
shows the results of standardized coefficients.
Table 9 shows that the VA has the positive
impact on governance the standardized
coefficient of VA is 0.79 with the p-value of
0.000. So the coefficient is significant at 1
percent level of significance. The PSAVT has
negative impact on governance and its p-value is
also 0.000.So the coefficient of PSAVT is
significant at 1 percent level of significance.
Table 9 shows that the GE has the negative

impact on governance the standardized
coefficient of GE is -0.92 with the p-value of
0.000. So the coefficient is significant at 1
percent level of significance. The GDP per
capita growth has negative impact on
governance and its p-value is also 0.000. So the
coefficient of GDP per capita growth is
significant at 1 percent level of significance.

Table 9 shows that the GNI growth has the
negative impact on governance the standardized
coefficient of GNI growth is -0.84 with the p-
value of 0.000. So the coefficient is significant
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at 1 percent level of significance. The GDIV has
negative impact on governance and its p-value is

Results of Structural Equation Modeling

also 0.000. So the coefficient of GDIV is
significant at 1 percent level of significance.

OIn
Standardized Coef. Std. Em.  z P=lz] [93% Conf Interval]
Measurement
va<-

GOV | 7047634 1063436 747 0000 3263338 1003103
_cons | 6046345 1133736 -333 0000 -8263627 -3.824464

GOV | -9703382 0320871 -3024 0000 -1.033248 -0074687
_cons | -3289330 0006184 320 0000 -7248553F 3330123
g'g‘{_
GOV | -9204077 0479683 -1938 0000 -1.023424 -8353912
_cons | -3.780321 7369382 -313 0000 3224893 2336148
-

GOV | -6660284 15151 440 0000 -9630382 _3700202

_cons | 128836 3403034 369 0000 6039376 10973182

GOV | -8420144 083303 -10.
_cons | 3330306 6653044 35

gdiv=-
GOV | -8805336 0394613 -1496 0000 -1.008096 -T7730113
_cons| 7973421 1478821 339 0000 3076983 1087386
hdi<-
GOV .T042338 1352821 521 0.000 4390858 0603818
_cons| 36093166 6747709 347 0000 2370639 35013692
Varance
eva| 3683512 1690330
epsavt| 038403 0622719
ege| 1362013 0801646
e.2dppe_gowth | 3351324 2021093
e.omippp.growth | 2910117 1402846
e.gdiv | 2026944 1037823
ehdi| 3040348 1903404
GOV 1

LE test of model vs. saturated: chi2(14) = 66.01, Prob> chi2 =0.0000

1498465 0034772
0072239 4720717
037752 4013830
2719342 1.133176
113131 7483817
0772738 5636241
240276 1057414

CONCLUSION

Finally it can be argued that Regulatory quality,
Rule of Law and the control of corruptions are
not the confirmed factors of governance the
latent variable in Pakistan. | can say that
Regulatory Quality is not important for the
governance. The regulatory quality is not
important factor for governance in Pakistan but
Voice and accountability, Political stability and
the government effectiveness are the confirmed
factors for the governance.

The hypothesis which put question that the
Gross Domestic Product per capita has positive
impact on the governance has been rejected

because it shows negative impact on the
governance in Pakistan which is against the
notion that governance has positive impact on
economic growth. The other hypothesis is that
Gross National Income per capita has positive
impact on the governance and that hypothesis
was also rejected as it shows negative impact.
The gender diversity has negative impact on the
governance and it is also against the findings. So
the Human Development Index has positive
impact on the governance and the results are
significant. The governance in Pakistan is poor
but other indicators are of economic growth and
developments are improving so this shows that
if Policy makers want to improve the
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governance indicators then it will have positive
effect on the economic development.

They may propose that the results of this
research as a basis for national policies and use
them to achieve sustainable development for
future growth this particular analysis is based on
the emerging concept that includes both
conceptual and theoretical foundations took
secondary data that was used in the search for
world development indicators the Federal
Bureau of Statistics and the economic situation
in Pakistan and the study of this research take
into account one of the important factors for the
economy of any rational capital which serves as
an essential element for creating value for the
country Skandia navigator treated differently in
the human capital and the house began to be
taken from the center and national governance
strengthen the heart as are being discussed.
Rational capital to the main topic of rational
capital of the nation of social and economic
development is useful. In addition, tangible and
intangible assets are classified as worldwide
attention that the property was in the
development. Usually the value of intangible
assets is 20%, and 80% is an intangible asset. In
fact, last year in the Audited Annual Accounts
for the financial efficiency is a synonym related
to the business by focusing on results? Financial
audit reports pay any interest for the most
important element which is effective national
governance for the company. It has
recommended this research to add a portion of
the material in the company’s annual audit
report. Sample size should be enhanced and
research should also be conducted in other
sectors rather than this sector/field.

LIMITATIONS

There are few limitations of this part of study.
The first one is the availability of the data. The
data is not available before 2002 and therefore
the unavailability of the data is the main
problem in Pakistan. On the other hand the time-
series model cannot be run because the
observations are not adequate for running the
time-series model. Normally the time-series
model predicts the impact of independent
variables on dependent variable over the period
of time. The time accounts for the variations
incur over the period of time. The time-series
model also accounts for the seasonal variations.
Normally the 40-50 observations are desirable
for the time-series model but here the
observations are 15 and therefore the time-series
model cannot provide adequate findings. On the

other hand the study is only based on the
Pakistan. The dimensions of the quality of this
study can be widening if the panel study is
conducted. Further this study is only based on
secondary data and the primary studies can also
be conducted. The upcoming researchers can
also interview the professionals and then can
find the factors affecting governance in
Pakistan. The study is limited and the results can
be generalized to any other country as well as
other sectors.
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