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ABSTRACT

Corruption, defined as abuse of public power for private benefit, is a
global phenomenon that affects almost all aspects of social and economic
life. Examples of corruption include the sale of government property by
public officials, bribery, and embezzlement of public funds, patronage and
nepotism.

The World Bank estimates that over 1000 billion US dollars annually
are lost due to corruption, representing 5% of the world GDP. The African
Union estimates that due to corruption, the African continent loses 25% of
GDP.

Among the many disagreeable aspects of corruption is evidence that it
slows economic growth through a wide range of indirect channels. In the
presence of corruption, businessmen are often made aware that an up-front
bribe is required before an enterprise can be started and that afterwards
corrupt officials may lay claim to part of the proceeds from the investment.
Businessmen therefore interpret corruption as a species of tax-though of a
particularly pernicious nature, given the need for secrecy and the uncertainty
that the bribe taker will fulfill his part of the bargain-that diminishes their
incentive to invest.

By empirical evidence for 21 countries, and by using the mediator
variable procedure, we found that corruption lowers foreign direct

investment and retards economic growth to a significant extent.
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Correlations

CI05 FDI06 GDPPC06
Pearson Cl05 1.000 -.537* -.864*1
Correlation  FD|06 -.537* 1.000 .659*7
GDPPC06 -.864*" .659*1 1.000
Sig. CI05 . .012 .000
(2-tailed) FDIO6 .012 . .001
GDPPC06 .000 .001 .
N CI05 21 21 21
FDIO6 21 21 21
GDPPC06 21 21 21

*. Correlation is significant at the 0.05 level (2-tailed).
**. Correlation is significant at the 0.01 level (2-tailed).
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Tests of Between-Subjects Effects

Type Il

Dependent Sum of Mean
Source Variable Squares df Square F Sig.
KIND GDPPCO06 3.3E+09 1 3.3E+09 46.127 .000

FDIO6 10641.801 1 110641.801 5.908 .025
Error GDPPCO06 1.4E+09 19 7.2E+07

FDI06 34226.629 19 | 1801.402
Corrected GDPPCO06 4.7E+09 20
Total FDIO6 44868.430 20
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G Jylatl
GDP,,. = 39795.748 — 5388.714 CI + 88.934 FDI
Sig.t= .000 .000 .041
Sig. F =.000
Rzadj = 78
DW= 1237
VIF = 1.404 1.404
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~ R2 |Sig. | Sig. | Sig. | SEbl |SEb2 |Sig.
y |GDPpc=47624.36 — 73 000 000 867.222 000
6494.529 CI )
y [FDI=288.027 - 12.434 25 .001 {.012 4.485 012
Cl
v |GDPpc=10428.899 + 40 003 001 55.690 001
213.745 FDI ’
GDPpc =39795.748 - 78 .000 |.041 |937.582 140.466 |.000
¢ |5388.714 CI + 88.934 .000
FDI
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a*b
Zab: ———————————————
SEab

SE,,= V a® * SE%, + b * SE?,

a=-6494.529
SE,= 867.222
b=213.745
SE, = 55.690

203

SE,, = V -6494.529% * 55.690° + 213.745% * 867.222*
406414.323
- 6494.529 * 213.745
A — =-3.41
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