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Abstract:

This paper evaluates the role played by financial
development in economic growth, and also, the effect of
economic growth on financial development of thirty six
oil vis-a-vis nonoil economies during 1982-2011. Based
on a panel of 5- years averages, we apply System
Generalized Method of Moments (SYS-GMM) to
estimate the dynamic equations.

The estimation results show that financial
development plays a crucial role in the efficiency of
investment, and thus, in performance of those
economies. However the quality of financial institutions
varies significantly between oil and nonoil countries.

Another important result is that, despite of relatively
high level of investment in oil economies, the quality of
investment is really poor. This suggests that it is not the
level of investment on its own but the quality of
investment which is important. The high level of
investment should be accompanied by a well developed
financial system which channels financial resources
away from less production projects. We also find that,
the positive effect of per capita income on financial
development is smaller in oil economies, and that, the
real exchange rate is among the determinants of
financial development in those economies.
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Regressors (1) ) 3) 4) (5) (6) @) ()
constant -0.14 -0.15 0.16 -0.04 -1.81 -0.38 -0.15 0.66
03 0.2 0.2 0.7 (0.00)* 0.13 0.00)* | (0.00)*
P 0.97 0.97 0.97 0.94 0.93 0.93 0.95 0.93
yp 0.00)%* | (0.00)* | (0.000* | (0.00)* | (0.00)* (0.00)* 0.00)* | (0.00)*
Linvprive 0.02 0.02 0.03 0.03 0.02 0.03 0.03 0.01
= linv X lprivc | (0.00)* | (0.000* | (0.00)* | (0.00)* | (0.00)* (0.00)* 0.00)* | (0.00)*
Lamprivedum o1 | 001 | 001 | 002 | 001 0.01 001 | -0.02
il p 0.00)% | (0.01)** | (0.01)** | (0.00)* | (0.01)** | (0.00)*** | (0.00y** | (0.00)*
loildum 0.01 0.01 0.01 0.01 0.01 0.01 0.01 0.01
0.00)%* | (0.00)* | (0.00)* | (0.00)* | (0.00)* (0.00)* 0.00)% | (0.01)**
leove 0.09 0.07 0.06
& 0.00)%* | (0.000* | (0.00)*
loven 0.06
P (0.00)*
0.51
Ih (0.00)*
. 0.002 20.01
linfdef 05 (0.00)*
lind 0.13 0.14 0.08
(0.00)* | (0.00)* (0.03)%*
i 0.01 0.01 0.02
(0.00)% | (0.03)%* (0.00)*
i.  Hansen test
of instruments 0.25 0.25 0.32 0.16 0.09 0.28 0.30 0.26
(p-value)
ii. Seriall
correlation test | 0.17 0.15 0.82 0.66 0.48 0.42 0.18 0.41
(p-value)

F-test for joint
Significance (0.00)* | (0.00)* (0.00)* (0.00)* (0.00)* (0.00)* (0.00)*

(p-value)
Instrument 30 31 28 28 28 28 28 28
observation 126 122 166 166 166 161 161 131
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2) 3) 4) (5) (6)
constant -1.02 -1.03 0.3 14 0.69 0.17
0.2 0.1 0.61 0.3 (0.00)* 0.7
(1fdes)E1 0.94 0.83 0.87 0.96 0.93 0.92
(0.00)* (0.00)* (0.00)* (0.00)* (0.00)* (0.00)*
0.04 -0.06 -0.09 0.16 0.07 -0.06
* (Iide5)-2 0.3 0.05)% | (0.02% | (000 | (0.00y% | (0.1
. 0.10 0.07 0.26 0.13 0.03 0.10
P (0.09)%* 0.6 0.00y% | (0.01)** 0.4 0.1
~0.02
Lrypdum -0.007 -0.006 .01 .01 0.01
= Iryp X oil (0.00)* | (0.09)%+* 0.1 (0.00)* (0.00)* (0.00)*
loven 0.27 0.28 0.20
P (0.1)%%% (0.05)%** | (0.01)**
lexch 0.07 0.24 0.08 0.10
0.4 0.000% | (0.01)** (0.1)%**
_loxchdum -0.09 -0.19 -0.05 0.16
0.2 (0.00)* 0.2 (0.01)**
i 0.32
m (0.1
) -0.23 -0.24
linfdef (0.00)* (0.00)*
. 0.21 0.21 0.4
Ifdi 0.2 0.2 (0.02)%*
lh 0.04 06029
(0.02)** :
i. Hansen test of
instruments 0.30 0.16 0.12 0.43 0.41 0.24
(p-value)
ii. Seriall
correlation test 0.33 0.61 0.79 0.56 0.32 0.36
(p-value)
F-test for joint
Significance (0.00)* (0.00)* (0.00)* (0.00)* (0.00)*
(p-value)
Instrument 26 27 26 30 36 27
observation 121 137 137 118 140 120
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