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ABSTRACT

The main purpose of this study is to analyze the relationship between the rule of law and
economic growth by using secondary panel data from 48 countries between 2002 and 2011. The
study group was divided by regions which included Asia group, European group, Americas group
and Organisation for Economic Co-operation and Development (OECD) group

Panel data used in this study included the gross domestic product per capita, the index of
the rule of law, annual hours worked per worker and capital accumulation. The results indicated
that the panel data used in this study by Augmented Dickey-Fuller test were stationary and order
of integration equal to I(1). The cointegration panel by using Pedroni residual cointegration test
had been used to analyze the long-term relationship between the variables. It found that the

statistics used in most tests of all group rejected the null hypothesis that is it had cointegration



unless Americas group accepted the null hypothesis that it did not has cointegration.

The Error Correction Mechanism (ECM) of a group of 48 countries, Asia group,
European group and OECD group to explain the process of adjustment of the variables in the
short term to long term. In any situations, the gross domestic product per capita of the sample of
48 countries, Asia group, European groups and OECD countries out of the equilibrium will adjust
into the same equilibrium in each period. The result of Granger Causality test show endogenous
variables and gross domestic product per capita were relationship but it is sensitive to the group
used. The relationship between rule of law and economic growth are consistent with theoretical

models of Mauro (2002) and Barro (1990).



