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The Effect of Corruption on Economic Growth in the Light of
Governance Variance

Mofeed Th. Younis (PhD) Adnan D. Ahmed
Assistant Professor Researcher
College of Political Sciences Department of Economics
University of Mosul University of Mosul
Abstract

This research aimed to investigate the effect of corruption on the economic growth in
the light of governance variance. Cross sectional data for three years for many countries
was fruitfully introduced into empirical research lately. Other independent variables have
been included in an econometric model like, education index, investment, foreign direct
investment, population growth rate. The mean of governance indexes has been used as an
indicator to governance quality. It was concluded that corruption has significant negative
effect on economic growth. This effect varied from country to another according to the
governance quality. Research showed that these countries have good governance suffer
weakly from corruption, but the effect of corruption become bigger in the countries that
have poor governance. It is found also that corruption is the most important variable affect
economic growth in the countries that have poor governance.

Keywords:
Corruption, Governance, Government, Economic Growth.
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Dependent variable: GDP per capita

Independent 2002 2004 2006
variable Good Bad Good Bad Good Bad
institutions institutions institutions institutions institutions institutions
constant 13.483 9.389 12.471 13.062 10.821 19.147
(6.76) (3.99) (8.09) (4.82) (5.72) (5.51)
COR.cpi -0.4900 -1.4318 -0.3310 -2.965 -0.4690 -5.236
(2.59) (1.68) (2.37) (2.45) (3.19) (3.14)
Education 4.442 1.3991 5.206 1.5564 6.075 0.9222
(2.56) (3.99) (3.63) (3.85) (5.31) (2.05)
Foreign direct -0.04685 0.02624 0.00024 -0.2243 -0.02527 0.07118
investment (0.60) (0.33) (0.00) (2.23) (0.31) (0.79)
Investment -1.0156 0.2218 -0.7273 0.2083 -0.1190 -0.4932
(1.53) (0.49) (1.43) (0.53) (0.21) (1.23)
Population -0.0664 -0.1494 -0.1763 -0.5072 0.0409 -0.7545
(0.46) (1.05) (1.62) (1.94) 0.21) (1.82)
Adjusted R? 55.2% 40.1% 69.1% 61.0% 85.9% 59.0%
F-statistic 7.90 6.03 13.39 11.90 23.14 10.36
Observations 38 51 36 44 25 42

Note: the numbers in the parentheses are t-statistics
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Dependent variable: GDP per capita
Independent 2002 2004 2006
ariable Good Bad Good Bad Good Bad
institutions institutions institutions institutions institutions institutions

constant 12.159 10.033 12.235 10.402 11.037 11.900
(5.81) (5.36) (7.72) (5.98) (5.70) (5.66)
COR.w -0.4572 -2.6737 -0.2327 -2.665 -0.3960 -2.320
) (2.76) (2.84) (1.91) (2.64) (3.20) (1.83)
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Dependent variable: GDP per capita

Independent 2002 2004 2006
variable Good Bad Good Bad Good Bad
institutions institutions institutions institutions institutions institutions
Education 4.263 1.4460 5.524 1.6071 5.817 0.9445
(2.47) (4.34) (3.73) (4.00) (4.88) (1.92)
Foreign 0.04630 0.02149 0.00320 0.1814 0.03633 0.05328
direct e . . e e .
vestment (0.60) (0.28) (0.05) (1.77) (0.43) (0.55)
Investment -0.7554 0.0897 -0.7457 0.1349 -0.3373 -0.6018
(1.11) (0.21) (1.42) (0.35) (0.55) (1.38)
Population -0.0206 -0.2057 -0.1723 -0.4430 -0.0044 -0.9317
(0.15) (1.50) (1.53) (1.67) (0.02) (2.11)
Adjusted R? 56.3% 46.0% 67.2% 61.8% 86.0% 52.2%
F-statistic 8.24 7.68 12.32 12.32 22.03 7.87
Observations 38 51 36 44 24 42
Note: the numbers in the parentheses are t-statistics
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