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The Effect of Corruption on Government Economic Performance

Mufeed Th. Younis (PhD)
Assistant Professor
College of Political Sciences
mufeedthanoon @yahoo.com

Abstract

This paper empirically examines the impact of corruption on government economic
performance (the amount and the allocation of public spending, tax revenue and structure,
and the quality of government services) in Middle East and Central Asia countries.
Applying the method of pooling cross sectional time series Data for the period 2004-2007,
it is highlighted two different effects of corruption on sectional public expenditure: a
"quantity effect” on the total amount of real spending and an "allocation effect" on the
budget structure. It is found first that high level corruption reduce the total amount of real
public expenditure, and corrupt its structure. In the same direction it differentiated two
effects of corruption on tax revenue: a "tax revenue effect”" on the amount of tax revenue
and "tax structure effect” on the tax structure. Furthermore, it is investigated the relation
between corruption the quality of government services by applying cross sectional data for
2006. It is concluded that corruption decreases the quality of public expenditure and the
low level corruption lead to improve government services, but high level corruption affect
government services negatively.

Key Words: Corruption, Government Expenditure, Tax, Government Revenue.
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Regression Plot

Y =127.300 - 5.72329X
R-Sq=0.153
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Regression Plot

Y = 67.9319 - 27.4259X + 3.45900%*2
RSq =0.369
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Regression Plot

Y =212.977 - 63.0145X + 5.32138X*2
RSq=0.135
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