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ABSTRACT
This study explores how good governance shapes economic growth in India using annual data from 1996 to 2022. Economic growth, measured by GDP per capita, is taken as the dependent variable. The main independent variables are governance indicators: control of corruption, political stability, and voice and accountability, while the Human Development Index (HDI), government consumption, trade openness, foreign direct investment, and gross fixed capital formation are used as control variables. Using the Autoregressive Distributed Lag (ARDL) model and supporting robustness checks, the findings confirm a significant long-run relationship between governance and growth. A 1 per cent rise in control of corruption, political stability, and voice and accountability increases GDP per capita by about 1.07 per cent, 0.17 per cent, and 0.89 per cent, respectively, while a 1 per cent increase in HDI raises it by 2.32 per cent. Government consumption and trade openness have positive effects, but foreign direct investment and capital formation show negative impacts. These results underline the importance of strengthening governance institutions and investing in human development to secure India’s long-term economic growth.
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1. INTRODUCTION 
Good governance is crucial for a country's socio-economic development. It plays a pivotal role in areas like education, health, infrastructure, capital formation, maintaining macroeconomic stability, providing a safety net, ensuring legal systems, facilitating a business-friendly atmosphere and protecting the environment. These factors are essential for the foundation of a developed country. The concept of good governance involves how authority is used to oversee economic, social and political assets, emphasizing dynamic interactions between the state, social organizations and citizens in decision-making and accountability processes (Ijaiy, 2006). Good governance serves as a guiding system for the state and other entities. It fosters an environment conducive to economic growth and human development. Government prioritization of key sectors like education, health, and social protection positively impacts individual well-being. A stable legal system enhances economic and social opportunities, while accountable leadership improves resource allocation and reducing inequalities. Conversely, poor governance, marked by corruption, unequal resource distribution and political instability, hinders economic growth and human development, limiting opportunities and choices (Kankwanda et al, 2000; World Bank, 1997). 
The term 'governance' has its roots in the Greek word 'kubernaein,' meaning steering or piloting. In English, it is synonymous with 'government.' Various political scientists offer diverse definitions of good governance. According to Rosenau, it involves a well-defined system of regulations across all human activities, from families to international organizations, pursuing objectives with consequences beyond national boundaries. Good governance manages political rules, establishes rules for power and resolves conflicts efficiently (Kjaer, 2004). Good governance focuses on effective management, organization, functionality and accountability in public administration, linked to the concept of new public management, aiming to revamp public administration.  According to the World Bank, governance involves decision-making and authority exercise, while good governance includes inclusiveness and accountability in areas like authority selection, institutional efficiency, regulations and resource management (World Bank, 1992). The United National Development Programme (UNDP) emphasizes the authority in administrative, economic and political arenas for overseeing a nation's affairs, highlighting participatory, transparent, accountable, effective and equitable characteristics for good governance (UNDP, 1997). The International Monetary Fund (IMF) focuses on economic aspects, emphasizing public resource management, a transparent economy and a favourable regulatory environment for the private sector, defining good governance as ensuring accountability, upholding the rule of law, addressing corruption, and enhancing overall efficiency (IMF, 1996). Governance, as defined by Kauffmann, involves the exercise of authority for the public good, assessed across six dimensions. These dimensions include voice and external accountability, political stability, effective government, reduced regulatory burdens, adherence to the rule of law and control of corruption (Kaufmann et al., 1999). Hyden's definition encompasses creating and managing rules governing the public realm across five dimensions and six arenas (Hyden, 2011). According to these scholars, good governance focuses on the efficient exercise of authority within a country, involving monitoring, selecting and replacing governments, as well as formulating and implementing effective policies.
The Worldwide Governance Indicators (WGI) project, initiated by Daniel Kaufmann and Aart Kraay in 1999, provides the indicators of governance for more than 200 countries from the year 1996. Assessing six key dimensions of governance, the project offers a tool for evaluating governance quality globally. These six indicators are- Government Effectiveness (GE), Control of Corruption (CC), Political Stability (PS), Rule of Law (ROL), Regulatory Quality (RQ), and Voice and Accountability (VA). The WGI dimensions reflect citizens' involvement, government capacity, political stability, adherence to societal rules, public service quality and control of corruption. Derived from 30-plus data sources, the indicators are rescaled using the Unobserved Component Model, presenting governance measures in standard normal distribution units and percentile ranks. The WGI, crucial for citizens' perceptions and facilitating governance quality comparisons, also aids in exploring connections between good governance and economic growth. The concepts of good governance and economic growth are interconnected, with elements like participation, the rule of law, transparency and responsiveness affecting economic growth. The predictability of good governance benefits public policy, and the efficiency and honesty of government are crucial for economic growth. Effective governance contributes to economic growth in various ways, making good governance an accelerator for overall economic growth. 


1.1 An Overview of Good Governance and Economic Growth in India
India, being one of the fastest-growing large economies in the world, serves as an interesting case study for good governance. The pursuit of sustainable economic growth and robust governance has been central to India's narrative since gaining independence. Good governance, considered vital for social and economic growth, has been a focus in India. As the world's most populous nation and a rapidly growing major economy, India offers a unique perspective on the complex dynamics of good governance and economic growth. The country has implemented reforms to streamline government processes, curb corruption and ensure fair access to public services. The WGI project provides comprehensive governance indicators across six dimensions for more than 200 countries in the world. The Indian economy has seen significant growth. Factors such as economic reforms, globalization, a youthful population and technological advancements have contributed to this growth. The "Make in India" and "Digital India" initiatives aim to stimulate manufacturing and digital infrastructure, further driving economic growth. The nation has become a global hub for IT services, outsourcing and software development. These indicators illustrate India's economic growth over the specified period, emphasizing the interconnectedness of governance and growth concepts.  
This research paper aims to investigate the effect of good governance on economic growth in India through a comprehensive time series analysis. Good governance principles, including CC, GE, PS, RQ, ROL, and VA, are increasingly recognized as crucial determinants of a nation's overall development. Effective governance practices impact resource allocation, business facilitation, public trust, stability, and economic growth sustainability. Using advanced time series analysis techniques, this research paper aims to elucidate temporal dynamics and the potential effect of good governance dimensions on economic growth in India. 
1.2 Review of Literature 
Various studies explored the connection between good governance and economic growth, using panel and time series data. Findings are mixed on the impact of good governance. The current research focuses on a limited pool of relevant papers from 2004 to 2022, primarily using panel data and time series estimation. Initially, let's delve into a few studies conducted specifically in the context of India, highlighting the effects of good governance on economic growth. 
In a comprehensive study from 1980 to 2001, Basu (2004) found that superior institutional mechanisms during economic reforms played a key role in fostering rapid economic growth and higher well-being in sixteen major Indian states. Basu created an economic well-being index and a good governance index, employing factor analysis. Panel regression analysis with a Fixed Effects Model (FEM) revealed the significant impact of governance and economic policy measures on development performance across states during the specified period. The results emphasized the importance of sound institutional mechanisms, high-quality governance, and effective economic reforms for states to achieve higher levels of growth and well-being. Subsequently, Ram and Kaur (2012) created composite indices for overall governance quality, incorporating dimensions like transparency, corruption control, administrative effectiveness, law and order, fiscal efficacy, E-Readiness, and social justice. Using panel regression analysis on data from 14 Indian states (2003-2007), they found that governance significantly influences both the level and growth of per capita state domestic product. Positive and statistically significant coefficients for all governance parameters suggest that enhanced governance can lead to higher levels of economic growth, even with limited public expenditure. The study encourages states to prioritize governance improvement alongside seeking additional funds from the central government.  
After reviewing studies related to the Indian economy, it is pertinent to review studies that discuss the impact of good governance on economic growth, related to various countries or groups of countries worldwide. Governance, as outlined by the World Bank (1994), is a multifaceted concept crucial for achieving a nation's economic and social development through the use of state authority. Key institutions, as proposed by North (1991), Acemoglu and Robinson (2012), and Rodrik and Subramanian (2003) are essential for economic development, including well-defined property rights, impartial contract enforcement, minimal information asymmetry and stable macroeconomic conditions. Kaufmann and Kraay (2002) emphasize a strong positive association between governance quality and per capita income, indicating that improved governance promotes higher income. Emara and Jhonsa (2014) also note the positive effect of governance quality on per capita income. Zubair and Khan (2014) analysed the connection between WGI and economic growth in Pakistan from 2002 to 2011. Using statistical tools like Spearman's rank correlation and regression, along with qualitative research, they found that PS stood out as the primary factor contributing to economic growth among the four dimensions of good governance. Liu et al. (2018) investigated the impact of governance quality on China's economic growth from 2001 to 2015 using China’s provincial panel data. They created a provincial governance index and found a positive correlation between governance quality and economic growth. Good governance was observed to reinforce positive measures and mitigate the negative effects of power, with diminishing marginal returns on high-speed economic growth and an increasing impact on high-quality economic development. Vinayagathasan and Ramesh (2019) explored Sri Lanka's economic growth and governance from 1996 to 2016 using the cointegration technique. The study found a significant positive long-run relationship between GDP per capita and GE and negative associations between PS and GDP per capita, as well as between ROL and GDP per capita in the long run. Granger's causality test indicated bidirectional causality between ROL and GE, and unidirectional causality from CC to ROL.
Tarek and Ahmed (2013) investigated the impact of institutional quality on economic growth using the Fixed Effect Model (FEM), specifically focusing on political institutions in developing countries. Analysing data from 30 developing nations between 1998 to 2011, the study revealed that improving political institutions was directly linked to reducing corruption and fostering sustainable economic growth. Bhattacharjee and Haldar (2015) examined factors influencing economic growth in four major South Asian economies. Utilizing panel regression analysis from 1996 to 2010, they identified GE and VA as significant predictors of growth, while noting a negative impact of openness on growth during the study period.
Gani (2015) explored governance's impact on economic growth in developing countries using unbalanced panel data. Regression analysis on 84 economies showed a positive relationship between GE and PS with economic growth, while CC and VA harmed economic growth. Dimensions of ROL and RQ were negatively correlated but statistically insignificant. Emara and Chiu (2016) evaluated the impact of governance on economic growth across 188 countries during the period of 2009-2013. Initially, they constructed a comprehensive governance index using Principal Component Analysis (PCA). Their findings revealed that a one-unit increase in the governance index corresponded to a 2 per cent rise in GDP per capita. A five-unit improvement could potentially double GDP per capita within seven years. However, in some oil-rich Middle East and North Africa (MENA) countries, enhanced governance did not entirely explain their higher-than-expected GDP per capita, indicating the involvement of other factors in their economic growth. The study concluded that economic growth in many MENA countries could be achieved without relying solely on good governance.               
Orayo and Mose (2016) studied the relationship between good governance and economic growth in East African Community (EAC) countries using panel data analysis from 1999 to 2013. Key governance indicators included in the study were PS, VA, ROL, CC, GE, and RQ. Results of the study highlighted the significance of RQ, PS, and CC, with RQ and PS negatively related and CC positively related to economic growth. In Kenya and Uganda, VA significantly impacted economic growth. Samarasinghe (2018) conducted a thorough analysis to understand the intricate link between governance and economic growth, using data from 145 countries taking period of 2002-2014. The author used governance indicators CC, PS, and VA, and some control variables. Employing panel data analysis with various models, the study revealed a significant impact of governance on economic growth. A 6.9 per cent increase in real GDP per capita was associated with a one-unit rise in the CC indicator. However, indicators like PS and VA did not exhibit a statistically significant effect on real per capita GDP growth. The study emphasized the importance of considering regional effects on economic growth and the direct relation between income levels and governance conditions, highlighting better governance and higher real per capita GDP growth in high-income countries compared to low-income countries. 
Singh (2019) studied the relationship between governance and growth in BRICS countries, using balanced panel data from 1997 to 2015. GDP per capita growth and six World Bank governance indicators were analysed using Padroni's panel cointegration technique and the Fully Modified Least Squares (FMOLS) for the long-run equilibrium relationship. Dumitrescu and Hurlin's panel causality test served as a short-run diagnostic test. Findings revealed a complementary relationship between growth and governance. In the long run, governance promoted and sustained high-income growth, while a minimum level of economic development was necessary for optimal institution functioning in the short run. Adzima and Baita (2019) explored the influence of governance on economic growth in Sub-Saharan African countries during the period 2000-2018. Panel data analysis showed a positive relationship between governance and economic growth. ROL and GE were identified as crucial determinants, suggesting that improved institutional quality could contribute to poverty reduction through fostering economic growth. 
Zhuo et al. (2020) analysed panel data of 31 developed countries for the period 2002-2018. Using the FEM, they found a direct and significant influence of VA, CC, and ROL on economic growth and indirect but significant effects of PS, GE, and RQ on economic growth, emphasizing the significance of governance indicators in enhancing the level of economic growth. Fawaz et al. (2021) investigated the impact of governance on economic growth in 111 developing countries (High-Income Developing Countries - HIDC and Low-Income Developing Countries - LIDC), taking data from 1996 to 2018. Using the FEM, the study found that ROL and CC positively impacted GDP per capita in developing countries. Additionally, VA contributed to higher per capita income in HIDC but exacerbated it in LIDC.
Azimi (2022) studied the symmetric impact of governance on economic growth in the world's ten largest economies for the period 2002-2019, revealing a long-run symmetric relationship. Autoregressive Distributed Lags (ARDL) model results showed a positive effect of governance predictors on both long and short-run economic growth, with varying sensitivities across countries. Canada exhibited high sensitivity, followed by France, while China, the US, Germany, the UK, India, Italy and Brazil showed weak sensitivity. Error correction results indicated a rapid adjustment of short-run dynamics to long-run equilibrium. Kesar et al. (2023) investigated the impact of the governance index and gross capital formation on the economic growth of BRICS countries from 2002 to 2019. Initially, they created a governance index using the PCA. Subsequently, employing panel data analysis, they revealed positive and significant impacts of the governance index, population, gross fixed capital formation, governance effectiveness and CC on economic growth. Panel test analysis identified unidirectional causality among variables.
As reviewed above, the existing research indicates a clear connection between good governance and economic growth across various countries. Most studies used panel datasets to explore this relationship, with some studies using time series and cross-sectional data. Notably, there is a scarcity of research focusing on India, particularly at a national level, using time series analysis. This paper aims to fill this gap by investigating the effect of good governance on economic growth in India since 1996. Using the ARDL bounds test technique, the study examines the impact of good governance on economic growth. The chosen determinants of economic growth are based on existing literature.
The remainder of this research paper is structured as follows: Section 2 discusses the data, variables, and estimation techniques used in the paper. Section 3 outlines the results and engages in a discussion of the statistical findings. Finally, section 4 summarizes the main findings of the research paper and discusses policy measures.
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2.1 Econometric Model 
For this study, the econometric model is designed to apply the Autoregressive Distributed Lag (ARDL) bounds testing approach (Pesaran, Shin, & Smith, 2001) in order to examine the short-run and long-run relationship between governance indicators and economic growth in India. The model used is:
                                                  (1)
In equation (1), economic growth, measured by product per capita gross domestic (GDPPC) is the dependent variable, while the key independent variables are the governance indicators: control of corruption (CC), political stability (PS), and voice and accountability (VA). To control for other influences, the Human Development Index (HDI), gross fixed capital formation (GFCF), government consumption (GOVCON), foreign direct investment (FDI), and trade openness (OTRADE) are included as control variables. All variables are expressed in natural logarithms to allow elasticity-based interpretation and the following model is used for further study.
                                                                                                         (2)

In equation (2),  represents the intercept and  denotes the stochastic disturbance term. The equations are part of a log-linear regression model, with both dependent and independent variables expressed in logarithmic forms. 
2.2 Description of Data 

This study delves into the impact of good governance on economic growth in India by analysing annual time series data spanning from 1996 to 2022, sourced from the World Bank. The analysis concentrates on pivotal governance indicators, CC, PS, and VA. In this study, only the CC, PS, and VA indicators of governance were chosen as explanatory variables for three primary reasons. Firstly, maintaining model parsimony is crucial, as adding more variables could compromise its simplicity. Secondly, the interdependency among indicators suggests that GE, RQ, and ROL are closely tied to CC, PS, and VA indicators. Hence, these are considered key governance indicators. Thirdly, variables with correlation coefficients exceeding 80 per cent were excluded to mitigate multicollinearity issues. Through comparison, only CC, PS, and VA demonstrated correlation coefficients below 0.8 compared to other governance indicators.

The transition of some datasets from biannual to annual intervals was ensured via linear interpolation to maintain consistency. The utilization of WGIs ensures comprehensive and inclusive data, facilitating robust cross-national comparisons and aligning with various scholarly definitions of good governance. To proxy economic growth, GDP per capita (constant 2015 US $) from the World Development Indicators (WDI) is employed. Control variables are incorporated to study the impact of governance indicators while controlling for other factors. These control variables include the Human Development Index (HDI), Foreign Direct Investment (FDI), Gross Fixed Capital Formation (GFCF), Government Consumption (GOVCON), and Trade Openness (OTRADE). Table 1 provides an overview of the selected variables, their definitions, and sources.

Table 1: Definition and sources of variables
	Variable
	Symbol
	Definition
	Source

	Dependent variable- Economic Growth Indicator

	Per Capita Gross Domestic Product 
	GDPPC
	Per capita GDP is calculated by dividing the GDP by the midyear population. The presented data is expressed in constant 2015 U.S. dollars annually
	WDI, World Bank

	Independent variables- Good Governance Indicators

	Control of Corruption
	CC
	CC measures the perception of the degree to which public power is employed to prevent personal gains from public power and assets. To streamline, this and the subsequent variables are represented as percentile ranks ranging from 0 to 100
	WGI, World Bank

	Political Stability 
	PS
	PS is employed to assess the likelihood of encountering political instability within the pertinent countries
	WGI, World Bank

	Voice and Accountability
	VA
	VA gauges the extent to which citizens enjoy the freedom to choose their government, express themselves freely, associate without constraints, and experience media freedom
	WGI, World Bank

	Control Variables

	Human Development Index
	HDI
	[bookmark: _Hlk162608001]The HDI is a composite statistical measure that evaluates a country's average achievements in dimensions of health, education, and standard of living
	UNDP

	Gross Fixed Capital Formation
	GFCF
	GFCF encompasses expenditures on various assets such as land improvements, acquisitions of plant and machinery, and construction of infrastructure
	WDI, World Bank

	Government Consumption
	GOVCON
	GOVCON encompasses all current expenditures made by the government for the acquisition of goods and services, including compensation of employees
	WDI, World Bank

	Foreign Direct Investment
	FDI
	FDI represents the net inflow of investments. The series reflects the net inflows into the Indian economy from foreign investors and is normalized by dividing it by the GDP
	WDI, World Bank

	Trade Openness
	OTRADE
	OTRADE is the total of goods and services exports and imports, represented as a percentage of GDP
	WDI, World Bank


Source: Prepared by authors.
2.3 Methodology
This study uses the ARDL cointegration technique, also known as the bounds test of cointegration (Pesaran, Shinn, and Smith, 2001). The ARDL technique is employed when variables exhibit integration of different orders I (0), I (1), or a combination, but no variable is integrated of order 2. This technique is suitable for cases with a singular long-run relationship in a small sample size. Based on the Ordinary Least Square (OLS) method, the ARDL model includes lagged values of both independent and dependent variables, allowing distinct lags for each variable. The technique employs the Wald test, using the F-statistic, to determine the presence of a long-run relationship, established when the computed F-statistic surpasses the critical value of the upper band. 
Augmented Dickey-Fuller (ADF) (1979) and Phillips-Perron (PP) (1988) tests are employed to assess the integrating order. The study uses the ARDL bounds test as variables are integrated of mixed orders of I(0) and I(1), and none of the variables is I(2). Equation (3), as given below, specifies the number of lags for variables in the ARDL model, examining the long-term relationship between good governance and economic growth.
+                         	                                                                                                                                                                  												(3)
In this model, ∆ represents difference operators,  is a constant, and  and are coefficients for long-term and short-term term respectively. and  is the stochastic error term. Equation (3) is considered cointegrated if there is a long-term relationship among lnGDPPC, lnCC, lnPS, lnVA, lnHDI, lnGFCF, lnGOVCON, lnFDI, and lnOTRADE. The estimation of this equation begins with testing for cointegration. In simpler terms, cointegration is established when rejecting the null hypothesis for individual λ parameters or jointly for all λ parameters (using F-statistics. If the F-statistic is below the lower-bound I(0) critical value at a significance level (5 per cent), the null hypothesis cannot be rejected. Conversely, if the F-statistic exceeds the upper-bound I (1) critical value, the null hypothesis is rejected. If the F-statistic falls within both critical values, the test provides inconclusive evidence. The next step involves estimating the Error-Correction Model (ECM) in the above equation to incorporate short-run adjustments and long-run equilibrium in response to volatilities   as given below in equations (4):
+                                                                                                                          												(4)
In the above equation, represents the lagged residual term from the cointegrating equation, and its coefficient  signifies the speed of adjustment, indicating how quickly long-term equilibria adapt to short-term changes. Post-estimation diagnostic tests, including Breusch Pagan-Godfrey, Breusch-Godfrey LM, Jarque-Bera, and stability tests like CUSUM and Ramsey RESET, are conducted to ensure model validity and stability. Additionally, the long-run results are validated using the FMOLS and Canonical Cointegration Regression (CCR) methods.
3. RESULTS AND DISCUSSION
3.1 Trend, Descriptive Statistics and Correlation Matrix of Selected Variables
The study conducted a thorough trend analysis of good governance and economic growth indicators in India. The results of this analysis are given in Figure 1 in visual form.


Source: Prepared by authors.

Figure 1. Trends of good governance and economic growth in India

As is clear from Figure 1, good governance indicators in India generally show upward trends with fluctuations, except for VA, which has declined over time. The economic growth indicator consistently exhibits an upward trend from 1996 to 2022. Descriptive analysis of the log-transformed variables and correlation among these variables are shown in Table 2. 
Table 2. Descriptive statistics and correlation matrix of selected variables
	
	lnGDPPC
	lnCC
	lnPS
	lnVA
	lnHDI
	lnGFCF
	lnGOVCON
	lnFDI
	lnOTRADE

	Descriptive Statistics

	Mean
	7.06
	3.75
	2.71
	4.09
	-0.57
	3.48
	2.39
	0.28
	3.65

	Median
	7.05
	3.78
	2.72
	4.10
	-0.57
	3.44
	2.38
	0.41
	3.73

	Maximum
	7.64
	3.91
	3.19
	4.16
	-0.44
	3.73
	2.49
	1.29
	4.02

	Minimum
	6.48
	3.57
	2.20
	3.89
	-0.76
	3.12
	2.29
	-0.75
	3.09

	S. Deviation
	0.38
	0.09
	0.24
	0.06
	0.11
	0.16
	0.06
	0.52
	0.29

	Skewness
	0.01
	-0.35
	-0.07
	-1.80
	-0.29
	-0.28
	0.27
	-0.27
	-0.63

	Kurtosis
	1.64
	2.06
	2.54
	5.58
	1.62
	2.43
	2.29
	2.23
	2.07

	Jarque-Bera
	2.06
	1.55
	0.25
	22.16
	2.35
	0.72
	0.89
	0.99
	2.72

	Probability
	0.36
	0.46
	0.88
	0.00
	0.31
	0.69
	0.63
	0.60
	0.25

	Sum
	190.59
	101.16
	73.08
	110.27
	-15.50
	93.89
	64.40
	7.65
	98.51

	Sum Sq. Dev.
	3.73
	0.22
	1.50
	0.10
	0.33
	0.66
	0.09
	6.96
	2.27

	Correlation Matrix

	LnGDPPC
	1.00
	
	
	
	
	
	
	
	

	LnCC
	0.04
	1.00
	
	
	
	
	
	
	

	LnPS
	0.25
	0.52
	1.00
	
	
	
	
	
	

	lnVA
	-0.67
	-0.29
	-0.61
	1.00
	
	
	
	
	

	lnHDI
	0.99
	-0.21
	0.16
	-0.58
	1.00
	
	
	
	

	lnGFCF
	0.28
	-0.44
	-0.44
	0.0
	0.355
	1.00
	
	
	

	LnGOVCON
	-0.27
	0.11
	-0.04
	-0.08
	-0.32
	-0.42
	1.00
	
	

	lnFDI
	0.66
	-0.13
	-0.01
	-0.34
	0.69
	0.57
	-0.37
	1.00
	

	lnOTRADE
	0.72
	-0.36
	-0.18
	-0.32
	0.77
	0.81
	-0.51
	0.76
	1.00


Source: Authors’ Own calculation.
The results of Table 2 reveal moderate negative skewness for all, except GDPPC and GOVCON, which display positive skewness. Additionally, all variables demonstrate positive kurtosis. The Jarque-Bera test confirms a normal distribution for all variables. Examining the correlation matrix, LNGDPPC is positively correlated with lnCC, lnPS, lnHDI, lnGFCF, lnFDI, and lnOTRADE, and negatively correlated with lnVA and lnGOVCON. Overall, the dependent variable consistently exhibits a negative correlation with lnGOVCON and a positive correlation with almost all other considered variables. Additionally, lnGDPPC and lnHDI demonstrate a strong positive correlation, while lnVA and lnGFCF show no correlation.
3.2 Unit Root Tests and Lag Length Selection
The ARDL technique, while not demanding mandatory stationarity testing, is advisable to scrutinize the order of integration of the variables. This precaution is essential because the method may face challenges in the presence of I (2) series. To ensure compatibility with the method, the ADF and PP tests were conducted, whose results are given in Table 3. 
Table 3. Results of stationarity test
	Part A: Value of Test Statistic for Augmented Dickey-Fuller Test

	[bookmark: _Hlk206582463]Variable
	Level
	First Difference
	Order of Integration

	
	Intercept
	Intercept & Trend
	Intercept
	Intercept & Trend
	

	lnGDPPC
	-0.12
	-2.43
	-4.85*
	-4.75*
	I(1)

	lnCC
	-2.14
	-2.09
	-5.50*
	-3.38***
	I(1)

	lnPS
	-2.26
	-2.56
	-6.33*
	-6.55*
	I(1)

	lnVA
	 1.34
	 0.30
	-3.70**
	-4.14*
	I(1)

	lnHDI
	-3.54†
	-5.04**†
	-4.61**†
	-5.54**†
	I(0)

	lnGFCF
	-2.47
	-2.01
	-7.20*
	-8.06*
	I(1)

	lnGOVCON
	-2.94
	-3.22
	-3.19**
	-3.13
	I(1)

	lnFDI
	-2.12
	-2.25
	-5.47*
	-5.39*
	I(1)

	lnOTRADE
	-1.81
	-1.31
	-4.22*
	-4.37*
	I(1)

	Part B: Value of Test Statistic for Phillips–Perron Test

	Variable
	Level
	First Difference
	Order of Integration

	
	Intercept
	Intercept & Trend
	Intercept
	Intercept & Trend
	

	lnGDPPC
	-0.06
	-2.43
	-4.87*
	-4.76*
	I(1)

	lnCC
	-2.29
	-2.23
	-5.48*
	-5.49*
	I(1)

	lnPS
	-2.25
	-2.50
	-6.83*
	-9.00*
	I(1)

	lnVA
	 1.00
	-0.08
	-3.74*
	-4.12*
	I(0)

	lnHDI
	-1.77
	 0.13
	-2.70
	-3.06
	I(1)

	lnGFCF
	-2.48
	-1.93
	-6.93*
	-8.06*
	I(1)

	lnGOVCON
	-2.28
	-2.62
	-3.05*
	-3.01
	I(1)

	lnFDI
	-2.12
	-2.25
	-5.47*
	-5.39*
	I(1)

	lnOTRADE
	-1.80
	-1.35
	-4.22*
	-4.37*
	I(1)


[bookmark: _Hlk206704480]***p < 0.01, **p < 0.05, *p < 0.1; † ADF test with break point. Source: Authors' Own calculation. 

The results of unit root tests given in Table 3 indicate that all variables, except lnHDI, are nonstationary at the level, but stationary at the first difference. Therefore, lnHDI is integrated of order 0, while all other variables are integrated of order 1. This mixed order of integration [I(0) and I(1)] supports the suitability of employing the ARDL model.  
This study utilizes the ARDL model with automatic lag selection based on criteria like AIC (Akaike Information Criterion), SIC (Schwarz Information Criterion), and HQ (Hannan-Quinn) Information Criterion. To determine the optimal number of lags, the AIC is preferred for its robustness. Table 4 displays the lag order selection outcomes, considering sequential modified LR test statistics, Final Prediction Error (FPE), AIC, SC, and HQ Information Criterion. The results are given in Table 4.
Table 4. Lag Order selection criteria in Vector Autoregressive (VAR) model
	Lag
	LogL
	LR
	FER
	AIC
	SC
	HQ

	0
	256.16
	NA
	4.48e-20
	-19.01
	-18.58
	-18.89

	1
	470.65
	263.98*
	2.26e-24*
	-29.28*
	-24.92*
	-28.03*


* Indicates lag order chosen by the AIC criterion. Source: Authors' Own calculation.

The results of Table 4 suggest that an optimum lag length of 1 is appropriate for estimating the ARDL model.    
3.3 Estimation of ARDL and error correction models
Based on AIC, the chosen ARDL model is (1,1,0,1,0,1,1,1,1) for the respective fitted model. A criteria graph in Figure 2 confirms that this model has the lowest values, establishing this as empirically preferred.    
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Source: Prepared by authors.
Figure 2. Criteria Graph

To explore the long-term relationship between good governance and economic growth in India, the bounds test is performed using the chosen ARDL model. Table 5 summarizes the results.
Table 5. Results of the bounds test
	Test Statistic
	Value
	Signif.
	I(0)
	I(1)

	F- Statistic
	22.38766
	10%
	1.66
	2.79

	K
	8
	5%
	1.91
	3.11

	
	
	2.5%
	2.15
	3.4

	
	
	1%
	2.45
	3.79


Source: Authors' Own calculation.
As evident from Table 5, the obtained F statistic (22.39) significantly exceeds all upper-bound values at various significance levels. Consequently, the null hypothesis is rejected, indicating a long-term relationship between good governance and economic growth in India. With the confirmation of a long-term relationship through the bounds test, the study proceeds to obtain the values of long-run coefficients and error correction terms for short-term adjustments. The main results of the estimated ARDL model are presented in Table 6.
Table 6. Results for long-run coefficients and error correction term
	Dependent variable- GDP Per Capita

	Variable
	Coefficient
	Std. Error
	t-statistic

	Normalized Long-run Coefficients

	lnCC
	 1.0754
	0.2275
	 4.7266***

	lnPS
	 0.1680
	0.0902
	 1.8614**

	lnVA
	 0.8887
	0.2415
	 3.6796***

	lnHDI
	 2.3160
	0.3927
	 5.8973***

	lnGFCF
	-0.9062
	0.3505
	-2.5853**

	lnGOVCON
	 0.1014
	0.3823
	 0.2653

	lnFDI
	-0.0057
	0.0688
	-0.0836

	lnOTRADE
	 0.9086
	0.2530
	 3.5921***

	
	
	
	

	Error Correction Model

	D(lnCC)
	 0.0953
	0.0335
	 2.8439**

	D(lnVA)
	 0.4946
	0.1143
	 4.3246***

	D(lnGFCF)
	-0.0656
	0.0320
	-2.0433*

	D(lnGOVCON)
	-0.2964
	0.0627
	-4.7248***

	D(lnFDI)
	-0.0475
	0.0076
	-6.2717***

	D(lnOTRADE)
	 0.1874
	0.0290
	  6.4790***

	
	-0.2878
	0.0154
	-18.6555***


[bookmark: _Hlk206704854]***p < 0.01, **p < 0.05, *p < 0.1; Source: Authors' Own calculation.
Analysing the results, significant long-run coefficients are observed for CC, HDI, VA and PS at the 1, 1, 1, and 5 per cent levels, respectively, emphasising the influential role of CC, PS, VA, and HDI in impacting India's GDP growth. Notably, GFCF has a negative coefficient, which is significant at the 5 per cent level, while the coefficient of FDI is negative and lacks statistical significance. The results show that the effect of trade openness has a positive and significant effect on economic growth. The negative and statistically significant error correction term suggests a gradual adjustment, with a 28 per cent annual convergence to equilibrium. 
The cointegration equations representing the long-term relationship between good governance and economic growth can be derived from the presented table. 
                                                                                                         												(5)
The coefficients in equations (5) signify the lasting effects of changes in the independent variables, serving as long-term elasticity coefficients due to the logarithmic expression of variables. Analysing India's economic growth, the study emphasizes a positive correlation with key governance indicators CC, PS, and VA. A one per cent improvement in each variable results in a 1.07, 0.17, and 0.89 per cent increase in India's GDPPC, respectively. HDI exhibits a substantial elasticity, with a one per cent increase leading to a 2.32 per cent rise in GDPPC. GOVCON and OTRADE contribute positively, with a 0.10 and 0.91 per cent increase, while GFCF and FDI negatively impact GDPPC. The study underscores the crucial role of governance indicators in shaping India's economic growth, offering valuable insights for policymakers on targeted governance reforms for sustained progress.
3.4 Model Robustness Tests 
The results of the CUSUM test to evaluate model stability are shown in Figure 3. 
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Source: Prepared by authors.
Figure 3. Result of the CUSUM test

The values shown in Figure 3 consistently remain within the 5 per cent significance boundaries throughout the sample period. This consistent pattern confirms the stability of both short-run and long-run coefficients in the estimated ARDL model. Table 7 presents the results of model diagnostic tests to ensure the robustness of the model. 
Table 7. Results of model diagnostic tests
	Test
	Test Statistic
	Conclusion

	Jarque-Bera Test for Normality
	JB = 0.828
(0.661)
	Residuals are normally distributed

	Breusch-Godfrey LM Test for Serial Correlation
	F = 0.925
(0.431)
	No serial correlation in residuals

	Breusch-Pagan-Godfrey Test for Heteroscedasticity
	F = 1.015
(0.505)
	No heteroscedasticity in residuals

	Ramsey RESET Test
	F = 0.398
(0.542)
	The model is correctly specified


p-value for the coefficients is in parentheses; Source: Authors' Own calculation.

Table 7 shows that the residuals from the estimated ARDL model exhibit a normal distribution without concerns of serial correlation or heteroskedasticity. The models are deemed appropriately specified according to the Ramsey RESET Test. In summary, the outcomes of stability tests and other diagnostic assessments affirm the suitability of the estimated ARDL model for analytical purposes.
To validate the ARDL model's long-term outcomes, FMOLS and CCR methods are employed, addressing endogeneity and serial correlation issues. The results of these methods are given in Table 8.
Table 8: Results of ARDL, FMOLS, and CCR Methods
	Dependent variable- GDP Per Capita

	Variable
	ARDL
	FMOLS
	CCR

	lnCC
	 1.0754
(4.7266)***
	 0.3839
(4.2085)***
	 0.3932
(3.1806)***

	lnPS
	 0.1680
(1.8614)**
	 0.3003
(7.2783)***
	 0.1927
(3.1389)***

	lnVA
	 0.8887
(3.6796)***
	 0.7243
(6.4074)***
	 0.9000
(7.5518)***

	lnHDI
	 2.3160
(5.8973)***
	 3.1372
(19.8963)***
	 3.2575
(16.6260)***

	lnGFCF
	-0.9062
(-2.5853)**
	-0.0046
(-0.0384)
	 0.05868
(0.3147)

	lnGOVCON
	 0.1014
(0.2653)
	 1.0196
(8.2186)***
	 0.6314
(5.2700)***

	lnFDI
	-0.0057
(-0.0836)
	-0.0554
(-2.4978)**
	-0.2269
(-6.5053)***

	lnOTRADE
	 0.9086
(3.5921)***
	 0.3431
(3.9332)***
	 0.4666
(3.6463)***


 t-statistics for the coefficients are in parentheses; ***p < 0.01, **p < 0.05, *p < 0.1; Source: Authors' Own calculation
Results in Table 8 show that estimates from these techniques closely align in signs and magnitudes with ARDL model results, ensuring the robustness of the estimates. Consistency across estimation techniques strengthens confidence in the reliability of the ARDL model.
This study's statistical findings indicate two significant outcomes. Firstly, there is compelling evidence supporting the dependence of good governance on economic growth in India. Additionally, other variables such as HDI, GFCF, GOVCON, FDI, and OTRADE seem to have an impact on India's economic growth.
4. CONCLUSION
The existing literature consistently asserts that governance indicators influence economic growth, with effects varying based on income level, social infrastructure, and technological aspects of economies (Acemoglu, Johnson, and Robinson, 2005). Recognizing the importance of good governance in fostering economic growth is crucial. Effective governance creates a conducive environment for stability, transparency, and accountability, shaping a nation's overall trajectory. Given conflicting results in both theoretical assumptions and empirical studies, this investigation comprehensively analyses the effect of good governance on economic growth in India. The study first examines whether governance indicators significantly contribute to economic growth in India. Utilising time-series datasets from 1996 to 2022 from WGI and WDI, the analysis begins with a unit root test to exclude any I(2) series, ensuring model accuracy. The ADF and PP tests reveal a mixed integration order, making the ARDL model suitable. Results from time-series ARDL cointegration techniques confirm a long-run relationship between good governance and economic growth.
All governance indicators positively impact economic growth. Also, a close relationship between economic growth and human development is evident. In terms of elasticity, economic growth is highly responsive to CC. The model's stability and robustness are affirmed through various standard tests, with statistically validated results from post-estimate examinations. Based on these intriguing findings, the study recommends a set of policy measures. 
Effective governance with robust institutions like CC, PS, and VA creates a favourable business environment, encouraging investments, entrepreneurship, and economic activities for sustained growth. Transparent governance aids resource allocation, lowers transaction costs, and promotes fair competition, crucial for businesses. Tailored policy recommendations addressing governance challenges, strengthening institutions, and implementing checks and balances are crucial. Investments in education and healthcare positively impact economic productivity and societal well-being. Transparency and accountability, facilitated by technology, empower citizens to hold authorities accountable through open budgeting and accessible public records. Inclusive economic policies and fair wealth distribution reduce disparities, while sustainable development practices contribute to long-term economic growth. In conclusion, the interconnection of good governance and economic growth emphasises the need for holistic policies prioritizing transparency, accountability, and inclusivity for the benefit of citizens' well-being and overall progress.
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