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Abstract

Institutions have been used as a basic variable in the research literature of
economic science for three decades. The importance of political institutions in the
formation and efficiency of other institutions and consequently economic activities
is reflected in the works of new institutionalists. In many cases, the driving effect
of political institutions on various aspects of economic activities or institutional
interactions has been interpreted in a paradoxical way. One of the fields affected by
these double and contradictory effects is the financial field, especially when it is
related to the monetary field. In this paper, using the stochastic frontier analysis
(SFA) approach and focusing on the selected countries of the Middle East and
North Africa (MENA), it is shown in which theoretical framework and with what
kind of empirical interpretation these contradictory effects can be explained. The
estimation results show that whenever political institutions directly intervene in the
financial and monetary sectors, it leads to the failure of the government and thus
has a negative effect on efficiency, and on the other hand, if it acts as an external
facilitator can play a positive role on efficiency.
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