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Abstract. This comprehensive study aims to investigate the role that governance and
public spending have played on selected modern and sustainable development indicators.
In order to reach the conclusion, it is hypothesized that governance, public spending and
other socio-economic factors would have some effects on selected development indicators.
In light of such assumptions, a number of theories relating to sustainable development,
governance and public spending are then explored and examined. This study differs from
several other literatures in the field of development indicators as here, World Development
Indicators (WDIs) are used to represent development, owing to their comprehensive focus
that are highly related to the core concept of development. Cross-sectional multiple regres-
sion is used to analyze the average data of the period between 2013 and2015. The results
reveal that governance variables, health expenditure, and GDP per capita have the most
positive impact on WDIs. This implies that the government should first be effective and
trustworthy, and that it should be equipped with good governance. In addition, good and

effective health expenditure must be ensured, as well as economic growth, in order to achie-
ve better development outcomes.
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Introduction

Considering development as a policy goal, it is fascinating to find out what factors
determine development, especially in the twenty-first century. Particularly important for
governments and policymakers, is the issue of governance which is always measured by
several indicators. The question to ascertain is whether achieving better levels of gover-
nance can lead to desirable development outcomes. Another concern among govern-
ments has to do with public spending, an issue which reflects how governments behave
in practice. It is also interesting to investigate whether public spending can affect devel-
opment outcomes in the twenty-first century.

Asia is a continent of vast diversity in all aspects, especially wide-ranging in socio-
political aspects and economic performance. In particular, this century saw a big trend
of socio-economic transformation in Asia as a whole, accompanied by developing indus-
tries and increased consumption. As one of the main tasks of government is to uphold
the development discussed above, this paper aims to explore and answer the question of
whether particular sets of government performance patterns, including governance and
public spending, contribute to better development outcomes particularly among Asian
countries. Quantitative analysis, particularly cross-section multiple regression analysis,
is used in this study of the data of Asian countries in 2016. This study collects secondary
data on selected indicators, both dependent and independent variables, from the World
Bank database.

This study adds to the literature, particularly on development studies and public pol-
icy analysis, by investigating which governance indicators, and whether public spending,
contribute to better development outcomes measured by World Development Indicators
(WDI). The indicators of WDI can, to a certain extent, represent various dimensions of
development, especially that of sustainability. The results of this study will be beneficial
to policymakers across Asian countries as they help to suggest how Asian countries could
achieve desirable development outcomes. The evidence found can serve as a policy impli-
cation to help policy makers achieve sustainable development.

Theoretical and Conceptual Background
Development Paradigms

A number of theories are employed in order to serve as a basis to understand the dif-
ferent factors affecting the outcome of this study. Glemarec and Oliveira (2012, 208-209)
have observed the development paradigm throughout the years and they have developed
five main schools of thought.

Firstly, they note the growth-focused development paradigm, which emphasizes
the use of capital to create economic development as measured by economic growth.
Secondly, they identify the pro-poor growth development paradigm. This paradigm ad-
dresses the importance of the quality of growth that should result in the reduction of
poverty, inequality, and unemployment. In third place is the human-based development
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paradigm, which was explored by Mahbub (2003, 17) in his work “The Human Develop-
ment Paradigm”. The fourth theory is the green-growth development paradigm which
proposes a combinative approach of both growth-focus and human-based development.
Finally, there is the resilient growth development paradigm, which points out that society
nowadays faces ever-increasing complexities, and society’s ability to implement a timely
solution is critical (Homer-Dixon 2000, 10-11).

World Development Indicators

Although many articles rest their analysis on various development indicators such as
millennium development goals, human development indicators, or the traditional socio-
economic development indicators, this article aims to extend the literature in the field by
choosing instead the World Development Indicators (WDI). This choice thus permits an
exploration of the development performance from a different viewpoint. In this regard,
twelve indicators are drawn from WDIs. These are: access to an improved water source;
access to improved sanitation; access to electricity; renewable energy consumption; ex-
penditures for research and development; urban population living in slums; ambient
pm2.5 air pollution; adjusted net savings; carbon dioxide emissions; nationally protected
terrestrial and marine areas; intentional homicides; and internet use.

Governance and Development

Several scholars examine the role of governance in the development of aspects in-
cluding effective, responsive, and accountable state institutions, which allow states to be
more responsive to the needs of all stakeholders, and encourage openness and transpar-
ency as well as access to information. North (1990) articulates that institutions tend to
have effects on the socio-economic development of countries. Institution itself refers to
a system of established and prevalent social rules that structure social interactions, and
which function both to constrain and enable behavior (Hodgson 2006, 18-19). There are
widely accepted arguments that point out that governance would play an important role
in achieving sustainable development.

In order to effectively assess a country’s performance of governance, the indicators
called the “Worldwide Governance Indicators (WGI)” were created. The WGIs consist of
six composite indicators of broad dimensions of governance covering over 200 countries
since 1996, and are as follows: voice and accountability, political stability and absence of
violence/terrorism, government effectiveness, regulatory quality, rule of law, and control
of corruption (Kaufmann et al. 2010, 1-2).
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Public Spending and Development

During the 1930s, Keynesian economics emerged to support government interven-
tion. This model argues that decisions from the private sector sometimes lead to ineffi-
cient economic outcomes, thus government intervention is required in order to stabilize
the economy through measures such as the increase of consumption and government
expenditure. However, the monetarists assert that markets naturally move towards the
equilibrium, thus any incorrect set of money supply could cause the market to perform
incorrectly. The monetarists support the control of government expenditure as a key to
achieve economic welfare (Jahan and Papageorgiou 2014, 38-39).

According to Gwatney, Lawson, and Holcombe (1998, 27), different sizes of govern-
ments, which are determined by the proportion of government expenditures as a share of
GDP, will produce varying yet significant outcomes. Barro (1990, 103-104) suggests that
public investment raises the productivity of private investment and can play a large role
in determining growth. However, Pritchett (1996, 1-2) considers that the government
itself may not act in a cost-efficient manner with regard to public expenditure where it
may have been affected by corruption and patronage. A lack of necessary good gover-
nance qualities results in weak government and, significantly, the inability to effectively
manage the spending, as pointed out by Campos and Pradhan (1996, 37-38). Rajkumar
and Swaroop (2008, 96) have found that public spending tends to have rather an unsuc-
cessful impact in countries with poor governance, and is more effective in countries with
better governance.

Framework and Research Methods

This study utilizes quantitative methods to examine the impact of governance and
public spending on WDI indicators. The design of this research is both descriptive and
exploratory. In exploring the outcome, the following data can be separated into two
groups. The first group considers independent variables including Worldwide Gover-
nance Indicators (WGIs); public spending; and economic and demographic factors. The
second group considers Worldwide Development Indicators (WDIs) as dependent vari-
ables. By regressing the sets of independent variables for each type of dependent vari-
ables, the study will then be able to examine which independent variables affect WDIs.
The Independent variables are the indicators from Worldwide Governance Indicators
(WGIs) that are expected to have a positive impact on the World Development Indica-
tors. Variables in public spending (PS) and economic and demographic factors (EDF) are
also used to explore any possible relationship they might have on WDI. The relationship
between the variables is tested according to the framework shown in Figure 1. The study
uses average data from the time period of 2013-2015 as there are several missing variables
from country to country in different years.
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Figure 1: Conceptual framework
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The main data of the WDIs are drawn from World View, the database provided by the
World Bank illustrating data on WDIs (http://wdi.worldbank.org/tables), which frames
global trends with indicators on population, population density, urbanization, GNI, and
GDP. As in previous years, the World view online tables present indicators measuring
the world’s economy and progress towards improving lives, achieving sustainable devel-
opment, providing support for vulnerable populations, and reducing gender disparities.

This study examines the effects of the aforementioned factors on 44 Asian countries,
with the exception of the United Arab Emirates in which data is incomplete. The coun-
tries are as follows: Afghanistan, Armenia, Azerbaijan, Bahrain, Bangladesh, Bhutan,
Brunei, Cambodia, China, India, Indonesia, Iran, Iraq, Israel, Japan, Jordan, Kazakhstan,
Kuwait, Kyrgyzstan, Laos, Lebanon, Malaysia, Maldives, Mongolia, Myanmar, Nepal,
North Korea, Oman, Pakistan, Palestine, Philippines, Qatar, Saudi Arabia, Singapore,
South Korea, Sri Lanka, Syria, Tajikistan, Thailand, Timor-Leste, Turkmenistan, Uzbeki-
stan, Vietnam and Yemen. Data has been collected from the original source of indicators
selected in this study, which is the World Bank data for WGIs, WDIs, and also public
spending.

Model specifications

The following function was developed by this study in order to simplify the analysis
of the impact of independent variables (World Governance Indicators, Public Spending,
and Economic-Demographic Factors) on development indicators measured by World
Development Indicators of 44 Asian countries.

World Development Indicators (WDI) = f (World Governance Indicators, Public
Spending, Economic-Demographic Factors)

This function was used for the analysis in this study, which intended to investigate
the impact of selected indicators, or independent variables, on World Development In-
dicators (WDIs) in 44 countries in Asia. Where World Governance Indicators (WGIs)
that are covered in this study include WGI (government effectiveness), WGI, (control of
corruption), WGI, (political stability and absence of violence, WGI, (regulatory quality),
WGI, (rule of law), and WGI (voice and accountability). Public spending (PS) is another
group of independent variables where PS, is government expense (% of GDP), PS, is total
government expenditure on education (% of GDP), PS, is expenditure on public health
(% of government expenditure), and PS, is military expenditure (% of central govern-
ment expenditure). Economic-demographic factors (EDFs) used in this study include
EDF, (GDP per capita), EDF, (inflation rate), EDF, (annual population growth rate), and
EDF, (unemployment rate).

As for the dependent variables in the World Development Indicator (WDI), WDI
is access to an improved water source, WDI, is access to improved sanitation facilities,
WDI, is access to electricity, WDI, is renewable energy consumption, WDI, is expen-
diture for r&d, WDI, is urban population living in slums, WDI_ is ambient pm 2.5 air
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pollution, WDI, is adjusted net savings, WDI, is carbon dioxide emissions, WDIL, is
nationally protected terrestrial and marine areas, WDI, | is intentional homicides, and
WDI , is internet use. WGI6, WGI7, and WGIS are not covered in this study as there
are too many missing variables among Asian countries and they produce no significant
estimation at all.

Research findings
Before describing the results of this study, the descriptive statistics shown below illus-
trate first and foremost the summary of dependent variables, which are basically selected

variables from the Worldwide Development Indicators (WDIs). This is shown in Table 1.

Table 1: Descriptive statistic

Dependent variables N Minimum | Maximum Mean Median Mode
Access to an improved water source

(WDI1) 42 55 100 90.33 95 100
Access to improved sanitation

facilities (WDI2) 42 32 100 80.95 90 100
Access to electricity (WDI3) 44 32.40 100 91.05 100 100
Renewable energy consumption

(WDI4) 38 0 90.30 23.89 14.15 0.90
Expenditure for R&D (WDI5) 26 0.10 4.30 0.89 0.25 0.20
Carbon dioxide emissions (WDI9) 44 0.20 40.50 6.86 3.40 0.40
Nationally protected terrestrial and

marine areas (WDI10) 44 0.10 47.30 8.68 3.70 2.10
Intentional homicides (WDI11) 41 0.30 9.90 3.54 2.90 0.50
Internet use (WDI12) 44 0.00 93.50 45.77 41.75 19

The initial descriptive data for 44 Asian countries suggests that there are two groups
of development indicator scores; relatively high scores, and those indicators that have
large variations and quite low or moderate development scores. The variables that ac-
count for the first characteristics are access to an improved water source (WDI, ), access
to improved sanitation facilities (WDIL,), and access to electricity (WDI,), with a mean
(out of 100) of 90.33, 80.95, and 91.05 respectively. All three variables show similarities
in that all 44 Asian countries as a whole performed quite well in these three variables.

For the second characteristics, renewable energy consumption (WDI ), expenditure
for R&D (WDL,), carbon dioxide emission (WDI,), nationally protected terrestrial and
marine areas (WDI, ), intentional homicides (WDI, ) internet use (WDI, ) are all factors
for the group with relatively low or moderate mean value. The variables in the second
group have similar traits in that they exhibit variations. From the evidence of the indica-
tors, the level of development is high for upper-middle income and high-income coun-
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tries. Renewable energy consumption (WDI) is exceptional as it has very limited data
and, as conventional energy still captures the mainstream source, an unexpected country
such as Laos PDR leads in this variable.

Table 2 illustrates the results of data analysis derived from the cross-sectional mul-
tiple regression method. Most of the estimations illustrate quite high adjusted R-square,
with a value of more than 0.6 for almost every equation, and with some very high adjust-
ed R-square in a few cases (except nationally protected terrestrial and marine areas (WDI
10) that have relatively low adjusted R-square). This implies that the dependent variables
(WDIs) are well explained by the set of independent variables ranging from governance
indicators, public spending, and economic-demographic factors. Nevertheless, it must
be noted that two indicators in WDIs, specifically carbon dioxide emissions (WDI,) and
intentional homicides (WDI ), possess a negative impact from independent variables
due to their nature of indication as outlined above.

For WGIs, government effectiveness (WGI ), control of corruption (WGL), regula-
tory quality (WGI,), and rule of law (WGL,), have illustrated the most significant impact
on WDIs, while political stability and absence of violence (WGIL,) has shown impact on
three WDIs. Among public spending variables, only health expenditure (PS,) is found
to have impact on dependent variables among all types of public spending. As for the
economic-demographic factors, GDP per capita (EDF,) is found to have the most sig-
nificant impact on the total of six WDIs, followed by the inflation rate (EDF,), and the
annual population growth rate (EDF,), that affect one WDI each.

Table 2: Estimations of Variables Affecting World Development Indicators

WDI, WDI, WDI, WDI, WDI, WDL, | WDI, | WDI, | WDI,
& -2
= Y
§5 S8 ¢ g 25:| = 3
- = @
5 |23 | =%E| 2§ | 78 | 2 cg 555 | 5§ | 3
< 288 | 28% 2 5 z 2 £ S 7 S< E €8 g
[} 3 = 2 S B = S & L 7 o N 2L 3 ST 5 =
5 382 | 8EE 33 5 g &3 = E S35 28 2
s <E3| <EF| <% &8 & & S§ | 225 | EZ2 g
0.277*%* 0.299* 0.261** -0.111 0.034%*%% 0.165*** 0.245 0.04 0.755*%*
WG,
-4.72 -2.53 -2.93 (-0.180) -4.21 -3.98 -1.212 (-2.798) -6.82
0283 | 0362 | 0342 | -0222 | 0.039°* | 0.154%* | -0.058 20,039 | 0815
WGI,
-5.08 -3.28 421 (-0.385) -4.67 354 | (-0296) | (-2.589) -8.62
0.105 0.232 0.129 0.166 0.012 0.162*** 0.133 -0.028 0.440*%*
WGI,
-1.485 -1.073 -0.701 -0.68 -1.144 -3.72 -2.42 (-1884) -3.13
0237 | 0369 | 0273 | 079 | 0.031*** | 0.156** | -0.135 20,036 | 0815
WGI,
-3.86 334 -3.17 (-1.804) -3.67 -3.59 (-0.894) | (-2.467) -8.76
0.267*** 0.331%* 0.291+%* 0.698 0.033%* 0.179*** 0.039 -0.039 0.775%%*
WGL,
-4.76 -3 -3.45 -0.933 -4.03 -4.27 -0.148 (-2.760) -7.85
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WDI, WDI, WDI, WDI, WDI, WDI WDI, | WDI, | WDI,
3 e
E Sl g |3t
i °E | ¢ E E5c | 3 3
< = K] = = [ -] c » =
8 2% c3T & 2 & =z = £ SE | SEBE 53 %
= 2 Z o -1 > 9 §E = ] 23 S g
= g28 )| g8% ¢ = 3 g £% | STE R g
5 $gz | 38| 33 g g =% SE | 532 | £% 2
s <E%| 2E¢% <3 &8 & ~ 3§ Z 25 g 2 g
0.064 0.101 0.07 0.12 0.036** |  0.005 -0.081 -0.035 0,517
WGI,
0.777 -0.339 -0.558 -0.376 -4.08 0082 | (-0.873) | (-0.694) -1.46
-0.242 -0.436 -0.485 -0.622 0.094 0.059 -0.002 0.028 0.064
PS
1
(-1.410) | (-1.265) | (-2.084) | (-1.373) | -1.665 20521 | (-0.016) | -0.254 -0.148
0.222 0.135 0.54 -0.498 0.324 -0.728 0.652 -0.327 -2.991
PS,
0.138 -0.042 -0.285 -0.128 -1.39 (-0.716) | -0.455 | (-0.951) | (-0.739)
2.307% 5419¢ | 3.010% | -4971 | 0514%%* | 1324 -0.394 -0.246 6.722*
PS
3
-2.25 2,63 278 (-2.336) -3.85 -1.734 20348 | (-0.460) 2.6
0.07 0.606 0471 -0.512 -0.01 0.178 0.54 -0.113 1.36
PS,
0216 -0.646 0728 | (-0.516) | (-0.160) | -1.062 1472 | (-0.725) | -1.159
0.214% | 0.001%* | 0.162* -0.001 0.228* | 0419 | -0.239 20104 | 0.001%%*
EDF,
2.9 -3.46 A7 (-2.708) -2.09 9.7 (-1.557) | (-0.580) -6.77
-1.945 -1.737 -0.01 -5.204 -0.395 1.374* -3.255 0.151 -2.964
EDE,
(-1.024) | (-0.480) | (-0.003) | (-1.279) | (-2.302) 2.1 (-2.210) | -0.502 | (-0.918)
0.062 1.032 1.408 -2.827 0.064 027 0.1 0.087 0.889
EDF,
0.133 -1.171 21576 | (-3200) | -0.956 | (-0.880) | (-0.242) | -0.893 -1.07
N 44 44 44 44 44 44 44 44 44
R 0.83 0.94 0.85 0.64 0.99 0.78 045 0.67 0.87
Adjusted R* | 0.68 0.88 0.72 041 0.97 0.61 02 045 0.76
F-statistic 327* 36.53% | 8800 | 2252 | 15.19%* | 14.63%* | 4.72* 6.43* 16.05**

Note: “*” means Sig 0.05, “**” means Sig 0.01, and “***” means 0.
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Discussions

The results above indicate that Asian countries with different levels of governance,
public spending, and economic-demographic indicators, produce different development
outcomes. As for government effectiveness (WGI,), control of corruption (WGI,), regu-
latory quality (WGI,) and rule of law (WGI,), it is obvious that these variables serve as the
core agent for bringing about development, which requires good public management, as
these governance variables are shown to be statistically significant. Surprisingly, political
stability, absence of violence (WGI3), and voice and accountability (WGI6) are found
to have an insignificant effect. The conclusion drawn from this result is that these could
have an indirect effect on development through effective public management.

For public spending, it is evident that countries with a higher level of health expen-
diture (PS,) are more exposed to better levels of development indicators. The reason be-
hind such a particular outcome could stem from the fact that health expenditure involves
the maintenance of health and well-being, which links to several indicators of a modern
concept of development (Piabuo and Tieguhong 2017, 1-13). Lastly, for economic-de-
mographic factors, the findings suggest that GDP per capita (EDF,) plays an important
role in ensuring improved standards of living. For people to have an improved quality of
life, it is important that they do not resort to methods that are not sustainable or harm-
ful (Stockholm International Water Institute 2007; International Monetary Fund 2004;
Amiri and Reif 2013, 50-60). Therefore, according to the estimation, governments in
Asia should primarily improve their governance capability, along with investing in the
populations’ heath and improved income. Drawing from this aspect, it should be noted
that development that is sustainable could not be achieved without good public manage-
ment that considers all its stakeholders, a population with good health, and improved
standards of living through better economy as a whole.

As for carbon dioxide emissions (WDI,), the data suggests that those countries with
a higher governance level and with high income tend to produce higher proportions of
carbon dioxide. Such a particular outcome can be explained by the fact that these coun-
tries are mainly high-income countries, and that their economies rely on industries. In
addition, for intentional homicides (WDI,,), the data suggests that inflation (EDF,) is
the main influential factor. The finding suggests that the higher the inflation, the more
chance there is that people will commit crimes due to the limits of income and spending
power.
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Conclusions

1.

2.

4.

The results suggest that most of the governance indicators, levels of health expen-
diture, and GDP Per Capita, show the most significant impact on WDIs. This par-
ticular result suggests to the government that governance or, rather, the necessary
quality of good government is still the core requirement, and that this must be im-
plemented seriously should they wish to achieve successful development outcomes.
In addition, the result indicated by the health expenditure variable suggests that
quality spending on health is also a key necessity in order to to achieve higher level
of development, as this encourages people to lead a healthy lifestyle and, in turn, to
strive towards other aspects of development.

GDP Per Capita also suggests that a good economic system that can increase and
diversify income to all levels of society is the controlling factor that will allow people
to have a good quality of life.

Along with investing in their citizens’ health and optimizing public management,
governments in Asia need to improve their governance capabilities in order to
achieve higher levels of development.
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Danuvas Sagarik
Valdymas, vieSosios iSlaidos ir vystymasis: Azijos $aliy atvejis
Anotacija

Sis issamus tyrimas buvo atliktas remiantis analize, kurios tikslas - istirti valdymo
ir vie$yjy i8laidy vaidmenj modernaus ir tvaraus vystymosi rodikliams. Teikiant i$va-
das, keliama hipotezé, kad valdymas, vieSosios islaidos ir kiti socialiniai bei ekonominiai
veiksniai gali turéti tam tikrg poveikj pasirinktiems plétros rodikliams. Atsizvelgiant j
tai, Siame darbe yra nagrinéjama keletas skirtingy teorijy, susijusiy su darnaus vystymo-
si, valdymo ir viedyjy islaidy temomis. Sis tyrimas skiriasi nuo kity vystymosi rodikliy
terminy literatdros, pavyzdziui, Pasaulio vystymosi rodikliy, kurie labiausiai naudojami
akcentuoti pacig vystymosi samprata. Buvo atlikta horizontali kartotinés regresijos ana-
lizé nagrinéjant 2013-2015 m. laikotarpio duomenis. Analizés rezultatas atskleidzia, kad
valdymo kintamieji, sveikatos iSlaidos ir BVP vienam gyventojui daro didziausig teigia-
ma jtaka Pasaulio vystymosi rodikliams. Tai rodo, kad vyriausybé pirmiausiai turi bati
efektyvi ir patikima, kas reiksty tinkamo valdymo turéjima. Be to, norint pasiekti geres-
niy vystymosi rezultaty, biitina uztikrinti gera ir veiksminga sveikatos prieziiros islaidy
reguliavimg bei ekonomikos augima.
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