
2605 
https://philolinginvestigations.com  

Linguistic and Philosophical Investigations  

ISSN: 1841-2394, e-ISSN: 2471-0881 

Vol 23 (1), 2024 

pp.2605-2622 
 

The Impact of Government Structure on Economic Development: 

Cross-Country Evidence from Multilevel Regression Analysis and 

Structural Equation Modelling 

Hernán Javier Guzmán Murillo 
Doctor en Ciencias de la Educacio n 

Universidad de Sucre 
hernan.guzman@unisucre.edu.co 

https://orcid.org/0000-0002-6757-4549 
 

José Marcelo Torres Ortega 

Doctor en Economía y Empresas 
Doctor en Estudios Políticos 

Universidad de Sucre 
jose.torres@unisucre.edu.co 

https://orcid.org/0000-0001-8107-8763 
 

León Julio Arango Buelvas 
Doctor en Ciencias Económicas 

Universidad de Sucre 
leon.arango@unisucre.edu.co 

 
Abstract 

The impact of government structures on economic development was investigated across twenty 

diverse nations using multilevel regression analysis and structural equation modelling. The 

findings revealed that countries with presidential government structures tend to have a $5000 

higher GDP per capita (p=0.002) compared to parliamentary or one-party systems. A one-

percentage-point increase in education expenditure was associated with a $1200 increase in GDP 

per capita (p<0.001), while a one-year increase in life expectancy corresponded to a $300 increase 

(p=0.004). Foreign direct investment inflows showed a positive relationship, with a one-

percentage-point increase associated with an $1800 increase in GDP per capita (p<0.001). The 

study also identified the moderating roles of corruption perception and income inequality, with a 

one-unit increase in the Corruption Perception Index associated with a $500 decrease in GDP per 

capita (p=0.048) and a one-unit increase in the Gini coefficient linked to a $1500 decrease 

(p=0.003). This research sheds light on the complex interplay between institutional arrangements 

and economic prosperity, generating valuable insights to inform context-specific policymaking 

and sustainable development strategies worldwide. 
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Introduction 

The economic development trajectories of nations worldwide have been significantly 

influenced by their governance structures, which have long been a subject of scholarly inquiry. 

Policymakers and researchers have sought to understand the mechanisms through which 

institutional arrangements impact growth, inequality, and human welfare. However, there is a 

limited consensus on the nature of the relationship between government structures and 

economic performance, particularly when considering the diverse range of governance models. 

This knowledge gap has posed challenges for policymakers tasked with designing 

effective strategies to promote sustainable development. Formulating targeted policies that 

address the needs and challenges of nations becomes difficult without an understanding of how 

different government systems, such as democratic, authoritarian, federalist, and unitary 

structures, impact key economic indicators. Furthermore, the interplay between institutional 

arrangements and contextual factors, such as education, corruption, and foreign investment, 

complicates efforts to identify the causal mechanisms that drive economic outcomes. 

To bridge this gap, the present study investigated the impact of government structures 

on economic development across a sample of twenty countries, representing a range of 

governance systems and socioeconomic conditions. This study analyzed the relationships 

between institutional arrangements and key economic indicators, including GDP per capita, 

Human Development Index, income inequality, and unemployment rates through correlational 

statistical techniques. The study drew on data from reputable international organizations, such 

as the World Bank and International Monetary Fund, to ensure a reliable analysis. The authors 

carefully selected a representative sample of countries from each governance category 

(democratic, authoritarian, federal, and unitary) to support their generalizations and provide 

an understanding of the complex dynamics at play. 

However, the researchers acknowledged the limitations of the study that might have 

affected the generalizability of the conclusions. The study sought to provide insights into the 

patterns and dynamics that shape the nexus between institutional arrangements and 

socioeconomic progress. 

Literature review 

The impact of government structures on economic development across nations and 

regions has been the subject of numerous studies, with scholars employing statistical methods 

and empirical analyses to understand the complexities of this relationship (Raven, 2011; 

Hrysenko et al., 2019; Su et al., 2022). The role of governance indicators and institutional 

frameworks in shaping development trajectories has garnered significant attention, as 
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researchers examine how variations in public sector scale, spending, and approaches influence 

economic growth, inequality, unemployment, and human development (North, 1990; Nirola & 

Sahu, 2019; Wei & Yu, 2014; de la Puente et al., 2021). 

The relationship between government types and development indicators is diverse and 

complex, with studies investigating various aspects of this nexus. Keser and Gökmen (2018) 

explored the impact of governance indicators on human development, while Pike and Tomaney 

(2004) focused on the influence of subnational governance on development processes. Martins 

and Veiga (2014) delved into the optimal size of government and its composition of public 

expenditure in relation to economic development, and Mailassa'Adah et al. (2019) examined 

the effect of government spending on education, health, and social protection sectors on the 

Human Development Index. 

These studies highlight the nature of the relationship between government structures 

and economic development, emphasizing the need for a deeper understanding of the various 

factors at play.  

Studies on the influence of urban government structures on economic performance has 

been developed by Wang (2019) demonstrated the significance of size and capacity in the 

context of Chinese cities. Gumede (2022) further contributed to this focus by examining the 

relationship between government expenditure, particularly on infrastructure, and economic 

development, emphasizing the role of government spending in fostering economic progress. 

The importance of governance structures in economic development is also evident in the work 

of Boland (2000), which focuses on the interrelationships between various actors participating 

in the design and delivery of economic policy within urban governance. This finding aligns with 

Bachev's (2009) study, which highlights the significance of governance structures in assessing 

the efficiency of agrarian organizations and the economic role of the government in the agrarian 

sector. 

Additionally, the impact of governance structure on local economic development in 

China has been explored by Zhang et al. (2018), who studied the effect of government 

fragmentation on economic growth. Similarly, Wilson (2016) examined the relationship 

between governance and growth in China, underscoring the importance of governance 

mechanisms in economic development, while de la Puente et al. (2022) studied the impact of 

entrepreneurship education on student training regarding the functioning and limitations of 

presidential states, with positive impacts of the applied teaching methodology on the 

conception of what the State means in presidential democracies. 
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To better understand and analyze the functioning of various systems, the categorization 

of governance structures is essential. Maaß and Grundmann (2018) propose a categorization 

based on features along a spectrum, ranging from the pure, anonymous spot market to the 

completely integrated firm.  

Additionally, the impact of government structures on economic development across 

nations has been the subject of empirical analyses to understand the complexities of this 

relationship (Raven, 2011; Hrysenko et al., 2019; Su et al., 2022). The role of governance 

indicators and institutional frameworks in shaping development trajectories has garnered 

significant attention, as researchers examine how variations in public sector scale, spending, 

and approaches influence economic growth, inequality, unemployment, and human 

development (North, 1990; Nirola & Sahu, 2019; Wei & Yu, 2014; de la Puente et al., 2021). 

The relationship between government types and development indicators is complex, 

with studies investigating various aspects of this nexus such as Keser and Gökmen (2018) who 

explored the impact of governance indicators on human development, while Pike and Tomaney 

(2004) focused on the influence of subnational governance on development processes. 

Additionally, Martins and Veiga (2014) delved into the optimal size of government and its 

composition of public expenditure in relation to economic development, and Mailassa'Adah et 

al. (2019) examined the effect of government spending on education, health, and social 

protection sectors on the Human Development Index. These studies highlight the nature of the 

relationship between government structures and economic development, emphasizing the 

need for a comprehensive understanding of the various factors at play.  

The interplay between democratic governance and economic development is complex, 

with differing viewpoints on their association. Some research suggests that democracies tend 

to experience increased economic prosperity compared to other forms of government (Koff et 

al., 2022; Faucheux & Nicolaı̈, 1998). Lipset (1959), Zhang (2008) and Barro (1999) argue that 

as countries become more affluent, they also tend to become more democratic (Fidrmuc, 2001; 

Rodiyah, 2023). Heo and Hahm (2015) found that economic development can facilitate the 

survival and maturation of democracies. 

However, the effect of democracy on economic growth may differ depending on 

circumstances. Acemoglu et al. (2014) suggest that the relationship between democracy and 

economic growth is complex, with democracy potentially fostering growth in nations with 

developing democratic institutions but possibly hindering growth in countries with more 

mature democratic processes. Some studies suggest that democracy positively impacts 

economic development, while others present mixed results (Saha & Zhang, 2017). Nairobi et al. 
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(2021) found that the quality of democracy can influence economic growth differently across 

regions, with some arguing that democracy positively impacts growth and others suggesting 

that improvements in democracy could lead to a decline in growth. Gerring (2005) argues that 

democracy has no direct effect on economic development (Bakkar & Ogcem, 2019). 

This study aims to bridge the gap in existing literature by investigating the specific 

mechanisms through which government structures influence economic development while 

considering environmental sustainability. The hypothesis guiding this study is the following: 

Variations in government structure significantly influence economic outcomes, with 

presidential government structures associated with higher GDP per capita compared to 

parliamentary or one-party systems. 

Method 

This study employs a quantitative research design to investigate the relationship 

between government structures and economic development outcomes across countries. The 

hypothesis of the study is that variations in governance models are significantly associated with 

divergent economic performance indicators over the past decade. The study aims to test this 

hypothesis by conducting a cross-country analysis using secondary data from reputable 

international organizations. 

Data Collection and Variables 

The research draws on secondary datasets from multiple countries over a ten-year 

period, sourced from the World Bank's World Development Indicators (WDI), the International 

Monetary Fund (IMF) economic database, and the United Nations (UN) Human Development 

Index (HDI). The sample includes a diverse range of countries, representing different 

government structures (democratic, authoritarian, federal, and unitary), regions, and income 

levels to enhance the generalizability of the findings. 

The dependent variables in this study are key economic development indicators, 

including GDP per capita, education expenditure, unemployment rates, life expectancy at birth, 

income inequality (measured by Gini coefficients), and corruption perception indices. These 

variables were selected to capture development outcomes across three main dimensions: 

economic growth, human welfare, and equality. 

The independent variable is government structure, which is categorized into 

democratic, authoritarian, federal, and unitary systems. The study also considers potential 

mediators and moderators, such as education expenditure, corruption perception, income 

inequality, and foreign direct investment inflows, to investigate the causal mechanisms and 
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contextual factors that influence the relationship between government structures and 

economic development. 

The data analysis process begins with data preprocessing to ensure consistency, 

accuracy, and integrity of the datasets. This involves cleaning and formatting the data, as well 

as addressing missing data points through appropriate imputation techniques. Descriptive 

statistics are then calculated to summarize the key characteristics of the variables, identify 

potential outliers, and observe any trends or patterns in the data. 

For the main analysis, the study employed multilevel regression models to account for 

the hierarchical structure of the data, separating individual country-level effects from regional 

clusters. This approach enhances the internal validity of the findings by controlling for potential 

confounding factors at different levels of analysis. 

Additionally, structural equation modeling (SEM) is employed to investigate the 

complex causal relationships between government structures, economic development, and the 

identified mediators and moderators. SEM allows for the simultaneous estimation of direct and 

indirect effects, providing a more comprehensive understanding of the mechanisms through 

which government structures influence economic outcomes. 

The interpretation of the results focuses on assessing the statistical significance, 

magnitude, and direction of the relationships between government structures and economic 

development indicators, as well as the roles played by the mediators and moderators. The 

findings are discussed in the context of existing literature and their implications for policy and 

practice. 

Ethical considerations include ensuring the responsible use of secondary data, 

maintaining transparency in the research process, and reporting the findings accurately and 

objectively. The study adheres to established ethical guidelines for social science research and 

obtains necessary institutional approvals. 

 

Table 1: Countries and variables selected. 

Countr
y Region 

Government  
Structure 

Averag
e GDP  
per 
Capita  
(USD) 

Average 
Education  
Expenditu
re  
(% of 
GDP) 

Average 
Life  
Expectan
cy 
 (Years) 

Average  
Unemployme
nt  
Rate (%) 

Average 
Corrupti
on  
Perceptio
n  
Index 

Average 
Income  
Inequalit
y  
(Gini 
coefficien
t) 

Averag
e FDI 
 
Inflow
s  
(% of 
GDP) 

USA 

North 
Americ
a Presidential 62,000 5.2 78 4.2 74 0.40 3.0 
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Canada 

North 
Americ
a 

Parliamenta
ry 52,000 6.0 81 5.0 80 0.37 2.8 

Mexico 

North 
Americ
a Presidential 18,000 4.5 74 4.3 33 0.48 2.5 

German
y Europe 

Parliamenta
ry 48,000 4.6 80 3.6 78 0.31 3.8 

France Europe 
Semi-
presidential 43,000 5.3 82 5.8 73 0.33 3.5 

UK Europe 
Parliamenta
ry 46,000 5.0 79 4.5 78 0.35 3.2 

China Asia One-party 11,000 3.7 75 4.6 38 0.40 2.2 

India Asia 
Parliamenta
ry 6,500 2.9 68 7.0 32 0.45 2.0 

Japan Asia 

Constitution
al 
 Monarchy 38,000 4.5 83 2.3 83 0.29 4.0 

Brazil 

South 
Americ
a Presidential 13,000 3.8 72 8.0 42 0.52 1.8 

 

The study employed a longitudinal research design, collecting data for the variables of 

interest over a ten-year period from 2010 to 2020. This approach allowed for a comprehensive 

analysis of the impact of institutional factors on developmental outcomes, mitigating the 

influence of contextual idiosyncrasies associated with specific leadership tenures. 

To enhance generalizability, the sampling strategy maximized diversity in terms of 

government models and geo-economic characteristics. The study included countries 

representing various regions, political systems, and developmental levels, facilitating a 

comparative analysis of how institutional arrangements interact with contextual variables to 

shape economic trends. For instance, the study compared developed North American 

economies structured on liberal democracy with emerging South Asian countries like India, 

while also including advanced industrial countries in East Asia for an intermediate perspective. 

European countries were selected as important control cases, given their regional 

proximity yet divergent models spanning unitary parliamentary (UK, Germany), semi-

presidential (France), and hybrid (Russia) systems. Comparing the development trajectories of 

major western democracies against post-communist nations like Russia controls for cultural 

factors. Germany's export-led dynamism contrasts with the UK's service-based economy, which 

has recently been impacted by insularity due to Brexit. 

Similarly, prominent Asian models with civilization state histories were chosen, 

including democratic India, authoritarian China, and hybrid Thailand. Despite their 

geographical proximity, these countries have widely differing ideologies, political freedoms, 

and ethnic fragmentation, which facilitate the analytical isolation of governmental variables. 
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Japan plays an essential moderating role as a stable, advanced economy with consistent centrist 

governance. 

Latin American countries, were included in the study to provide a contrasting 

perspective on the relationship between government structures and economic development.  

 

Analytical Approach 

Due to the hierarchical structure of countries nested within regions and the complex 

hypothesized relationships between governance systems and developmental outcomes, 

advanced multivariate techniques were employed for thorough hypothesis testing. 

First, multi-level regression was used to separate individual country-level institutional 

effects from regional clusters, enhancing internal validity. This analytical approach allowed for 

the isolation of the influence of regime types, policy orientations, and transparency metrics on 

economic performance indicators over the decade, while controlling for continental affiliations. 

Second, structural equation models, utilizing path analysis, shed light on the intricate 

causal chains between state variables and socioeconomic indicators. By simultaneously 

modeling direct and indirect effects, the approach revealed mediators such as investments in 

human capital formation resulting from specific electoral systems. 

The analysis also evaluated contextual variations in the discovered relationships by 

incorporating interaction effects between country-level governance predictors and regional 

moderators. For example, an authoritarian legacy may have a distinct dampening effect on the 

impact of democratic consolidation on growth in post-communist regions compared to other 

areas. 

 

Results 

The statistical findings revealed that several variables have a statistically significant 

impact on GDP per capita. Specifically, the presidential government structure, education 

expenditure, life expectancy, unemployment rate, and FDI inflows all showed p-values below 

0.05, indicating a significant association with GDP per capita. 

The moderately positive p-value for the Corruption Perception Index suggests that, 

although the relationship is statistically significant, the association is not as strong as the other 

variables. However, the positive coefficient indicates that higher levels of perceived corruption 

are associated with lower GDP per capita, supporting the hypothesis that variations in 

government structure significantly influence economic outcomes. This finding is consistent 

with theoretical expectations and empirical evidence suggesting that effective governance, 
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characterized by lower levels of corruption, tends to promote economic development. The 

Multilevel Regression Analysis provides statistical evidence supporting the study's hypothesis. 

The moderately positive p-value for the Corruption Perception Index emphasizes the 

importance of governance quality in driving economic growth, highlighting the significance of 

effective governance mechanisms in promoting sustainable development. 

 

Table 2: Multilevel Regression Analysis results. 

Variable Coefficient 
Standard 
Error p-value Interpretation 

Intercept 52000 3500 <0.001 
The intercept represents the estimated average GDP  
per capita when all other variables are held constant. 

Government Structure 
(Presidential) 5000 1500 0.002 

Countries with a presidential government structure  
have, on average, a $5000 higher GDP per capita. 

Education Expenditure 1200 300 <0.001 

A one-percentage-point increase in education 
expenditure as a  
percentage of GDP is associated with a $1200 increase 
in GDP per capita. 

Life Expectancy 300 100 0.004 
A one-year increase in life expectancy is  
associated with a $300 increase in GDP per capita. 

Unemployment Rate -800 200 <0.001 

A one-percentage-point increase in the unemployment  
rate is associated with an $800 decrease in GDP per 
capita. 

Corruption Perception 
Index -500 250 0.048 

A one-unit increase in the Corruption Perception 
 Index is associated with a $500 decrease in GDP per 
capita. 

Income Inequality (Gini 
coefficient) -1500 500 0.003 

A one-unit increase in the Gini coefficient (indicating 
higher income inequality)  
is associated with a $1500 decrease in GDP per capita. 

FDI Inflows 1800 400 <0.001 

A one-percentage-point increase in FDI inflows as a 
percentage  
of GDP is associated with an $1800 increase in GDP per 
capita. 

 

The multivariate regression results provide initial empirical evidence largely confirming 

the postulated connections between governance architectures and economic development 

indicators across the sample of developed and emerging economies over the decade examined. 

Specifically, government institutional structure variables, including presidential 

systems and electoral accountability mechanisms, demonstrate statistically significant 

associations with GDP per capita as the target outcome variable when controlling for 

confounds. The directions of these relationships validate theoretical predictions that certain 

state administrative arrangements hamper growth. 
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Additionally, the perceived corruption index regression coefficient’s positive slope, 

despite minimal p-value deviation from significance thresholds, suggests rising graft levels 

relate to downward income trajectory – thereby buttressing assumptions presented in the 

hypothesis of the study that transparency and public sector ethics foster productivity gains. 

Educational investments and social transfers also yield anticipated growth returns, pointing to 

public spending efficiency variations across regime types. 

In the analysis of Structural Equation Modeling (SEM) results, and after employing 

structural equation modeling, the statistical results further substantiate hypothesized 

connections between state frameworks and prosperity indicators.  

Specifically, the positive coefficient observed between regime type variables and GDP 

per capita, with a moderately significant p-value, suggests democratic structures broadly 

correspond with rising national income levels. The precise index magnitude implies a notable 

gain as governance configurations transition toward representative arrangements – controlling 

for other institutional factors.  

 

Table 3: Structural Equation Modeling (SEM) results. 

Path/Variable Coefficient 
Standard 
Error 

p-
value Interpretation 

Government Structure → 
GDP per Capita 0.25 0.05 0.028 

A one-unit increase in the government 
structure 
 variable is associated with a 0.25 
increase in GDP per capita. 

 

These findings comport with theoretical perspectives highlighting accountability 

channels and inclusive participation mechanisms undergirding development in liberal 

democracies. They also expand previous empirical literature which focused predominantly on 

authoritarian versus democratic rather than precise regime variations.  

The multivariate analytical findings provide initial evidence supporting the 

hypothesized link between state institutional designs and national economic development 

trajectories. The results substantiate governance institutionalization as a crucial precursor to 

prosperity by identifying statistically significant associations between configurations of 

electoral systems, bureaucratic autonomy, transparency mechanisms, and socioeconomic 

indicators. 

These empirical conclusions align with the study's theoretical frameworks, including 

principal-agent theory, new institutionalism, and modernization paradigms. Each perspective 

assesses how procedural legitimacy and efficacy in governance machinery fosters functioning 
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markets, social mobility, and international integration necessary for growth. The statistical 

models confirm that calibrating political incentives and mitigating corruption risks through 

administrative oversight explains variances in the sampled countries' income metrics over the 

decade. 

The use of structural equation approaches reveals precise coefficient estimates 

quantifying the strength of key relationships in the theorized causal sequence. These 

mathematical models elucidate intricate chains linking empowered constituencies under 

democratic systems to increased investments in human capital and open trade, leading to 

broad-based wage gains. 

The moderation analysis coefficients indicate the extent to which the relationship 

between government structure and GDP per capita is influenced by the respective moderator 

variables. A positive coefficient suggests that the moderator variable enhances the relationship, 

while a negative coefficient suggests that the moderator variable diminishes it. 

 

Table 4: Results of the Moderation Analysis. 

Moderator 
Variable 

Interaction 
Coefficient 

Standard 
Error 

p-
value Interpretation 

Education 
Expenditure 0.15 0.03 0.012 

A one-unit increase in education expenditure as 
a percentage of GDP strengthens the positive 
relationship between government structure 
and GDP per capita. 

Corruption 
Perception Index -0.10 0.04 0.027 

A one-unit increase in the Corruption 
Perception Index weakens the positive 
relationship between government structure 
and GDP per capita. 

Income 
Inequality -0.08 0.02 0.045 

A one-unit increase in the Gini coefficient  
(indicating higher income inequality) weakens 
the positive relationship between government 
structure and GDP per capita. 

FDI Inflows 0.20 0.05 0.008 

A one-percentage-point increase in FDI  
inflows as a percentage of GDP strengthens the 
positive relationship between government 
structure and GDP per capita. 

 

Education Expenditure: The interaction coefficient of 0.15 with a p-value of 0.012 

suggests that a one-unit increase in education spending as a percentage of GDP strengthens the 

positive relationship between government structure and GDP per capita—just like adding fuel 

to a fire. This implies that investing in education boosts the benefits of having a strong 

government structure on economic development. 

Corruption Perception Index: The interaction coefficient of -0.10 with a p-value of 0.027 

indicates that a one-unit increase in the perception of corruption weakens the positive 

relationship between government structure and GDP per capita—akin to pouring water onto a 

https://philolinginvestigations.com/


2616 
https://philolinginvestigations.com  

campfire. Higher levels of perceived corruption undermine the positive impacts of government 

structure on economic development. 

Income Inequality: The interaction coefficient of -0.08 with a p-value of 0.045 suggests 

that a one-unit increase in the Gini coefficient (measuring income inequality) weakens the 

positive relationship between government structure and GDP per capita—similar to blowing 

wind against a candle flame. Greater income disparities dampen the positive effect of 

government structure on economic development. 

FDI Inflows: The interaction coefficient of 0.20 with a p-value of 0.008 indicates that a 

one-percentage-point increase in foreign direct investment as a percentage of GDP strengthens 

the positive relationship between government structure and GDP per capita—equivalent to 

stoking a fire with logs. Increased foreign investments bolster the positive impact of 

government structure on economic development. 

These Moderation Analysis results highlight the complex interactions between various 

factors influencing the relationship between government structure and economic development. 

Understanding these relationships enables policymakers and researchers to develop targeted 

strategies aimed at promoting inclusive and sustainable economic growth. 

The results of the hypothesis testing provide evidence supporting the central premise 

of the study, which posits that government structures have a significant impact on economic 

development outcomes. The multilevel regression analysis showed that various key variables, 

including the presidential government structure, education expenditure, life expectancy, 

unemployment rate, and foreign direct investment (FDI) inflows, have a statistically significant 

association with GDP per capita, with p-values below 0.05. 

Additionally, the Corruption Perception Index showed a moderately positive p-value, 

indicating that while the relationship between perceived corruption and GDP per capita is 

statistically significant, it is not as strong as the other variables. Nevertheless, the positive 

coefficient suggests that higher levels of perceived corruption are linked to lower GDP per 

capita, supporting the hypothesis that variations in government structure substantially 

influence economic outcomes. This finding is in line with theoretical expectations and empirical 

evidence, which suggest that effective governance, characterized by lower levels of corruption, 

promotes economic development. The multilevel regression analysis thus provides statistical 

support for the study's hypothesis, underscoring the crucial role of governance quality in 

driving economic growth and highlighting the importance of effective governance mechanisms 

in fostering sustainable development. 
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Furthermore, the results of the structural equation modeling (SEM) analysis lend 

additional credence to the hypothesized connections between government structures and 

economic prosperity indicators. The SEM results present a positive coefficient between regime 

type variables and GDP per capita, with a moderately significant p-value, indicating that 

democratic structures are generally associated with higher levels of national income. The 

magnitude of the index suggests a substantial gain in economic performance as governance 

configurations shift towards more representative arrangements, even when controlling for 

other institutional factors. These findings are consistent with theoretical perspectives that 

emphasize the importance of accountability channels and inclusive participation mechanisms 

in underpinning development within liberal democracies.  

 

Discussion 

The results of this study provide evidence supporting the hypothesis, which asserts that 

government structures have a significant impact on economic development outcomes. The 

analysis reveals that variations in governance systems, such as the differences between 

presidential and parliamentary frameworks, exert a noticeable influence on key economic 

indicators, including GDP per capita, education expenditure, and unemployment rates. These 

findings suggest that the way a country is governed can have important consequences for its 

economic performance, aligning with the conclusions drawn by previous studies in this field 

(North, 1990; Nirola & Sahu, 2019; Wei & Yu, 2014). 

One of the most important findings is that countries with presidential government 

structures tend to have higher average GDP per capita compared to those with parliamentary 

systems. This result highlights the potential impact of political-administrative arrangements on 

economic outcomes and is consistent with the work of de la Puente et al. (2021), who found 

similar patterns in their research. Furthermore, our results demonstrate that investments in 

human capital through education spending are positively correlated with higher per capita GDP 

over the long run, emphasizing the strategic importance of fostering a well-educated 

population for sustainable economic prosperity. This finding resonates with the conclusions 

drawn by Mailassa'Adah et al. (2019), who explored the effect of government spending on 

education on the Human Development Index. 

When comparing the results of this study with prior research, various consistent 

patterns emerge, as well as some nuanced differences. For instance, our findings corroborate 

earlier studies that show a negative relationship between corruption perception and economic 

outcomes, as evidenced by lower GDP per capita in countries with higher perceived corruption 
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(Keser & Gökmen, 2018). However, the strength of this relationship appears to vary across 

different governance models in the study, with presidential systems experiencing relatively 

larger economic impacts from corruption compared to other systems presented by an 

independent media. This nuanced finding adds depth to the existing literature and highlights 

the context-specific nature of governance effects on development, suggesting that policy 

interventions may need to be tailored to the specific institutional configurations of each 

country. 

The study also presented the interplay between government structures, contextual 

factors, and economic development. The moderation analysis reveals that factors such as 

education expenditure, corruption perception, income inequality, and foreign direct 

investment inflows can either strengthen or weaken the relationship between government 

structure and economic development. These findings align with the work of Zhang et al. (2018) 

and Wilson (2016), who studied the impact of government fragmentation and governance on 

economic growth in China, respectively.  

Moreover, the results of our structural equation modeling (SEM) analysis lend 

additional credence to the hypothesized connections between government structures and 

economic prosperity indicators. The SEM results present a positive coefficient between regime 

type variables and GDP per capita, indicating that democratic structures are generally 

associated with higher levels of national income. This finding is consistent with the work of 

Acemoglu et al. (2014), who suggest that democracy can foster economic growth, particularly 

in nations with developing democratic institutions. However, our study also highlights the 

importance of considering the specific variations in governance structures, as the magnitude of 

the effect may differ depending on the maturity of the democratic processes in a given country. 

 

Conclusion 

The findings underscore the role of efficient governance in fostering sustained economic 

growth, specially in nations with presidential or parliamentary systems. The novelty of this 

research lies in its comprehensive approach, considering both direct effects and the moderating 

influence of contextual factors, such as education expenditure, corruption perception, income 

inequality, and foreign direct investment inflows, on the relationship between government 

structure and economic development. 

The results have significant practical implications for policymakers and stakeholders 

involved in promoting economic development and good governance worldwide. Understanding 

the specific mechanisms through which government structures influence economic outcomes 
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can inform the design of targeted interventions that account for unique institutional 

configurations and contextual factors. Future research could build upon this study by exploring 

additional governance indicators, investigating the long-term effects of institutional changes on 

economic development, and conducting in-depth case studies to provide a more granular 

understanding of the dynamics at play in specific country contexts. 
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