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Abstract 

This work examines the impact of corruption on economie growth in the Southem Africa 
Development Community (SADC) region over the period 1995-2003. Literature suggests that 
corruption may counteract government failure and promote economie growth given exogenously 
determined suboptimal bureaucratie rules and regulations. However other studies suggest that 
corruption has detrimental effects on economie growth. The study uses Cross Country 
Regression Analysis to examine the impact of corruption on Economie growth. The findings 
reveal that there is a positive correlation between corruption perception index and growth. The 
findings suggest corruption has a detrimental impact on economie growth. Hence basing on the 
experience of countries that are least corrupt and have high levels of economie growth rates, the 
study recommends a holistic approach to deal with corruption. This can be done by redefining 
the role of government, improving the system of incentives and strengthen domestic institutions 
m order to make sure that necessary checks and balances are m place. 
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RESUME 

La présente étude examine l'impact de la corruption sur la croissance économique dans les pays 
la Communauté de Développent de l'Afrique Australe (SADC) durant la période allant de 1995 à 
2003. La littérature nous enseigne que la corruption peut freiner l'échec du gouvernement et 
promouvoir la croissance économique sous réserve d'établir des règles bureaucratiques 
exogènes sous optimales. Cependant, d'autres études suggèrent que la corruption a des effets 
négatifs sur la croissance économique. L'étude utilise une analyse de régression transversale par 
pays pour examiner l'impact de la corruption sur la croissance économique. Les résultats 
montrent qu'il y a une corrélation positive entre l'indice la corruption et la croissance. Les 
résultats révèlent que la corruption a un impact négatif sur la croissance économique. Donc, sur 
la base de l'expérience des pays qui ont des taux élevés de la croissance économique, l'études 
recommande une approche holistique pour trouver une solution à la corruption. Cela peut se faire 
en redéfinissant le rôles du gouvernement, en le but de veiller absolument à ce qu'un système de 
garde-fous soit mis en place. 
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Executive Summary 

Corruption is not a new phenomenon. lt bas existed for a very long time and is becoming a more 
visible and volatile political and economie issue. The classic way in which corruption becomes 
an economie issue is through ''rent seeking activities". Economie rent is that extra amount paid 
( over what would be paid for the best ahernative use) to somebody or for something useful 
whose supply is limited either by nature or through human ingenuity (Mauro, 1997). Corruption 
is the abuse of public power for private benefit (World Bank, 2000). Cited examples of 
corruption are the bribing of public officiais, taking kickbacks in public procurement or 
embezzling public funds, nepotism, cronyism inside trading. 

Corruption is said to be a result of weak state management. It exists when individuals or 
organizations have monopoly of power over a good or service, discretion over making decisions, 
limited or no accountability, and low levels ofincome (Klitgaard, 1998). It should be noted that 
not all acts of corruption result in payment of bribes. For example an employee who claims to be 
sick but goes on vacation is abusing his position for personal use. Thus he is engaging in an act 
of corruption though no bribe is paid. 

Corruption within the Southem African Development Community (SADC) region bas been a 
subject of growing concern, as it is believed to undermine the regional capacity to provide for 
sustainable economie growth and eradication ofpoverty. Zyekic (2002) noted that the confidence 
of citizens and foreign investors in the SADC region depends on govemments' ability to provide 
for the rule of law and security especially "good and clean govemance". In this regard, the 
SADC Heads of State made a commitment to curb corruption by adopting and signing the SADC 
Protocol Against Corruption in August 2001. 

Although commitment bas been shown to curb corruption in the region, the Southem African 
Democracy Barometer survey (2002) found that "perceptions of official corruption are fairly 
extensive across the region and concludes that even though these perceptions may not be 
accurate, they nevertheless constitute an important challenge. Furthermore, Transparency 
International1 Corruption Perception Index trends showed that the indexes of the region over the 
period of 1995 to 2003 have been deteriorating with the majority of member states :falling in the 
category of most corrupt countries. Within the same period, the economie performance of the 
region bas shown a fluctuating from 4.8 in 1995 to 6.3 in 1996 to 2.4 percent in 2003. 
Consequently, this study seeks to examine whether the deteriorating corruption perception index 
trends have an impact on economie growth in the SADC Region over the period between 1995 
and2003. 

The objective of this study is to examine the impact of corruption on economie growth in the 
SADC Region in the period of 1995 to 2003. The findings of this study will serve as a guide to 
policy makers and other development partners and it will also serve as a tool for international 
comparison with other regions like the Economie Community Of West African States 
{ECOWAS) and Middle East and North Africa (MENA). The fàct that most of the countries in 

1 The Transparency International is an international organization that ranks countries on a scale ofO to 10 with an 
index ofO indicating a highly corrupt country and 10 not corrupt (the lower the index, the more corrupt a country is. 
Similarly, the higher the index, the least corrupt a country is). 
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the SADC region have the index between 1 and 5 and that the review of literature shows 
unsettled argument on the impact of corruption on economie growth warrants a study. This study 
will contribute to literature on the effects of corruption on economie growth. 

SADC came into existence in 1980. The region is comprised of the following countries: Angola, 
Botswana, Democratie Republic of Congo, Lesotho, Malawi, Mauritius, Mozambique, Nannbia, 
South Africa, Seychelles, Swaziland, United Republic of Tanzania, Zambia and Zimbabwe.The 
SADC countries have diverse structures with different levels of development; with only 3 
countries falling in the upper middle-income group and the majority of the member states falling 
in the category of the low-income group. However, the Region has common features, such as 
small domestic markets, landlocked locations, linked infrastructure networks and the reliance on 
a few primary commodity exports. Being part of Africa, the SADC region has been challenged to 
adjust their economies to the rapid pace of globalization and progressive opening up of national 
economies to trade and factor markets (Strydom, 2003). 

The average regional GDP growth rate between the 1990s and 2000s was signi:ficantly positive 
despite a slow start in the early 1990s. Strong signs of economie recovery in the Region started 
showing in 1993 and gained momentum in 1996 with an average of 6.3 percent GDP growth 
rate. However, in the years that followed the growth pattern fluctuated considerably from year to 
year with 2003 registering only 2.4 percent. The region has wide inflation variations from single
digit to double-digit inflation. Since the early 1990's most SADC countries have performed 
relatively well in stabilizing inflation rates as compared to the 1980s. 

SADC as one of the regions in the Sub-Saharan Africa has not been spared of corruption. The 
Transparency International survey reveals that most of the SADC countries are falling in the 
category of more corrupt countries having a corruption perception index of less than 5. 
Corruption is believed to be caused by the following reasons; govemment intervention, trade 
restriction, complex tax systems, low wages in the civil service, population size, natural resource 
endowment, non transparent rules, laws and procedures, quality of bureaucracy, leadership style 
and the type of the penalty system. 

Eradicating corruption is one of the challenging tasks, especially because corruption is a 
phenomenon that exhibits a strong tendency for hysterisis. Countries that are corrupt tend to 
remain so for a long time, since those who benefit from corruption have incentives to perpetuate 
it. The victims of corruption leam to cope with it so corruption becomes expected and self
perpetuating. However, several initiatives have been taken to curb corruption in the region by 
individual countries, the region as a who le and by international institutions. 

There have been mixed views about the effects of corruption on economie growth. Leff (1964) 
and Huntington (1968) were the fust to advance the view that corruption can be efficiency
enhancing because it removes govemment-imposed rigidities that impede investment and 
interfere with other economie decisions favourable to growth. Thus, corruption "oils the 
mechanism" or "greases the wheel" of business. However, recently there appears to be a growing 
agreement that corruption is harmful. Sorne studies have advocated that corruption sands the 
wheels (slows down) by institutionalizing itself through its chronic persistence (Rahman et. al. 
1999). 
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This study uses cross-country regression :framework to investigate the impact of corruption on 
economie growth. The study builds on more recent empirical work by Mauro (1995) which was 
later adopted by Rahman et. al. (1999). E-views soft ware, version 5.1 was utilised for 
estimation ofthe results. The Ordinary Least Squares (OLS) technique was used to estimate the 
parametric coefficients of the explanatory variables. The :framework for detennining the impact 
of corruption on economie growth follows the neoclassical model, which identifies the channels 
through which macroeconomie variables affect economie growth. 

The empirical results show that corruption has a negative impact on economie growth. The study 
also checked the impact of corruption on economie growth by controlling policy variables as 
weil as regional effects balances. The findings suggest corruption has a detrimental impact on 
economie growth. Hence basing on the experience of countries that are least corrupt and have 
high levels of economie growth rates, the study recommends a holistic approach to deal with 
corruption. This can be done by redefining the role of government, overhaul the system of 
incentives and strengthen domestic institutions in order to make sure that necessary checks and 
balances are in place. 
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1.1 Introduction 

CHAPTERONE 
BACKGROUND TO THE STUDY 

Corruption is not a new phenomenon. It has e:xisted for a very long time and is becoming a more 

visible and volatile political and economie issue. The classic way in which corruption becomes 

an economie issue is through ''rent seeking activities". Economie rent is that extra amount paid 

( over what would be paid for the best alternative use) to sorne body or for something useful 

whose supply is limited either by nature or through human ingenuity (Mauro, 1997). The simple 

definition of 'corruption' is the use of corrupt practices, especially bribery or :fraud (Barber, 

1998). However it should be noted that not ali acts of corruption result in payment of bribes. For 

example an employee who claims to be sick but goes on vacation is abusing his position for 

personal use. Thus he is engaging in an act of corruption though no bribe is paid. 

According to the Klitgaard (1998) corruption is the abuse of power for private benefit. The office 

may be a position of trust, where one receives authority in order to act on behalf of an institution, 

be it private, public or non-profit. Cited exami:>les of corruption are bribery, taking kickbacks in 

procurement or embezzlement, nepotism, favouritism, extortion, cronyism inside trading. 

Corruption is said to be a result of weak state management. It e:xists when individuals or 

organizations have monopoly of power over a good or service, discretion over making decisions, 

limited or no accountability, and low levels of income. 

The past few years, especially in the 1990s, have seen growing public recognition and 

discussions on corruption. Policy makers and other development practitioners have started 

paying attention to issues of corruption. In both developed and developing countries, large or 

small, market-oriented or otherwise, governments have fallen because of accusations of 

corruption, prominent politicians have lost their official positions, and in sorne cases, the whole 

political classes have been replaced (Johnston, 1997). 

Internationally, the concerns about the impact of corruption on economie growth have grown 

rapidly in both emerging economies and developed countries. As a result, major international 
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organizations have begun examining the sources and solutions to corruption. The World Bank 

(WB) for instance bas identified corruption as one ofthe greatest obstacle to economie and social 

development. It states that corruption undermines development by distorting the rule of law and 

weakening the institutional foundation on which economie growth depends2
• Similarly, the 

International Monetary Fund (IMF) states that many of the causes of corruption are economie in 

nature and so are its consequences. For example poor governance is clearly detrimental to 

economie activity and welfare3
• 

A report by the African Union presented at a meeting in Addis Ababa in September 2002, 

estimated that corruption costs African economies in excess of US$148billion a year. This 

estimate represents 25 percent of Africa's Gross Domestic Product (GDP) and it includes both 

direct and indirect costs of corruption (in form of resources diverted by corrupt acts and those 

withheld or deterred due to the existence of corruption). This is believed to increase the cost of 

goods by 20 percent (The Economist, 2002). 

The Southem Africa Development Community (SADC) as one of the regional bloc in Africa bas 

not been spared by corruption. The region believes that corruption is one of the biggest impeding 

factors to economie growth. The Human Rights Trust for Southem Africa (SAHRIT) survey on 

the perceptions and experiences of Southem African respondents with regard to corruption in the 

Southem region indicated that, about 75 percent of the respondents found corruption to be 

serious problem in the region (Zvekic, 2002). This study therefore, seeks to examine the impact 

of corruption on economie growth in the SADC region 

1.2 Statement of the Problem 
Corruption within the SADC region has been a subject of growing concern, as it is believed to 

undermine the regional capacity to provide for sustainable economie growth and eradication of 

poverty. Zvekic (2002) noted that the confidence of citizens and foreign investors in the SADC 

2 The World Bank, http://wwwl.worldbank.org/publicsector/anticorrupt/index.cfm (accessed on 
20 September 2006). Also see World Bank (2000). 

3 The IMF, http://www.imf.org/externaVnp/exr/facts/gov.htm (accessed on 20 September 2006). 
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region depends on governments' ability to provide for the rule of law and security especially 

"good and dean governance". In this regard, the SADC Heads of State made a commitment to 

curb corruption by adopting and signing the SADC Protocol Against Corruption in August 2001. 

Although commitment bas been shown to curb coiruption in the region, the Southem A:frican 

Democracy Barometer survey (2002) found that "perceptions of official corruption are fairly 

extensive across the region and concludes that even though these perceptions may not be 

accurate, they nevertheless constitute an important challenge. The survey results show that over 

half of ali Zimbabweans considered most officiais to be corrupt (with an average score of 3.2 on 

a scale from 1 to 4, where 4 reflects the beliefthat ali officiais are corrupt), while almost half of 

the Zambians questioned ranked the corruption of their officiais at 2.9 out of 4 points. 

Nevertheless Namibian citizens' views of the level of corruptness of their officiais were the most 

positive with an average score of 2.2 on a scale of 1 to 4.4 In addition, corruption perception 

index trends by Transparency lnternational5 revealed a fluctuating and deteriorating trend with 

the majority of member states falling in the category of most corrupt countries in the period of 

1995 to 2003. 

The economie performance of the region within the same period bas also been fluctuating with 

declining trend from 4.8 in 1995 to 6.3 in 1996 and 2.4 percent in 2003. Consequently, this 

study seeks to examine whether these deteriorating corruption perception index trends has an 

impact on economie growth in the SADC Region over the period between 1998 and 2003. 

1.3 Objective 

The objective of this study is to examine the impact of corruption on economie growth in the 

SADC Region. 

1.4 Significance of the study 

The significance of this study is derived from the knowledge to be acquired after examining the 

impact of corruption on economie growth in the SADC region. The findings of this work will 

add to the knowledge and studies undertak:en by researchers in this area, therefore it will serve as 

4 www.corruptionsurveys.rg (accessed on 11111106) 

5 The Transparency International is an international or_ganization that ranks countries on a scale ofO to 10 with an 
index ofO indicating a highly corrupt country and 10 not corrupt (the lower the index, the more corrupt a country is. 
Similarly, the higher the index, the least corrupt a country is). 
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a guide to policy makers and other development partners. In addition, it will help governments to 

know if initiatives to fight corruption are effective. It will also provide the basis for international 

comparison with other regions lik:e the ECOW AS and MENA. 

1.5 Justification of the study 
The fàct that most of the countries in the region have the corruption perception index between 1 

and 5 and also that literature suggests that corruption has a positive impact on economie growth, 

whereas other studies suggest that corruption should have detrimental effects on economie 

growth warrant a study to examine the impact of corruption on economie growth in the SADC 

region. 

1.6 Organization of the Study 
The rest of this study is organized as follows; the second chapter provides background of the 

SADC region; its economie performance, overview of corruption, causes and initiatives to curb 

corruption in the region. The third chapter deals with the review of relevant theoretical and 

empirical literature. The forth chapter outlines the methodology employed in the analysis of data. 

The last chapter contains the main findings, policy implications and conclusion resulting from 

the study. 
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CHAPTER1WO 
ECONOMIC PERFORMANCE AND CORRUPTION SITUATION IN SADC REGION 

2.1 Introduction 
This chapter examines the background of SADC, the macroeconomie conduct and the corruption 

situation of the region. lt further fonns the background to the analysis carried out in chapter four. 

2.2 Background of the SADC Region 
The Southem African Development Community (SADC) came into existence in 1980 and was 

formerly known as the Southem African Development Coordination Conference (SADCC). The 

SADCC was initially established with the main aim of coordinating development projects to 

reduce economie dependence on the then apartheid South Africa. Today the SADC region bas 

grown in tenns of membership from nine African states to fifteen in total6. The community tries 

not only to ensure sustainable economie growth but a1so improve the standards of living and 

quality of life, freedom and social justice and peace and security for the people of Southem 

Africa. Being part of Africa, the SADC region has been challenged to adjust their economies to 

the rapid pace of globalization and progressive opening up of national economies to trade and 

factor markets. The region is relatively small compared to the rest of the world and thus cannot 

compete internationally due to trade barriers (Strydom, 2003). 

In 2003, the region had a population of over 209 million and a combined GDP of over US$ 245 

billion. South Africa has the highest population of about 47.2 million followed by Tanzania with 

the population of 37.6 million while Mauritius has the lowest population of 1.2 million (African 

Development Indicators, 2005). SADC countries have diverse structures with different levels of 

development; only 3 countries fall in the upper middle-income group and the majority of the 

member states fall in the category ofthe low-income group (see Table 2.1). However, the Region 

bas common features such as: small domestic markets, landlocked locations, linked 

infrastructure networks, and reliance on a few primary commodity exports. 

6 The region is comprised of the following countries: Angola, Botswana, Democratie Republic of Congo, Lesotho, 
Malawi, Mauritius, Mozambique, Namibia, South Africa, Seychelles, Swaziland, United Republic of Tanzania, 
Zambia and Zimbabwe. 
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Table 2.1: The Income Classification oftbe SADC Member States 

INCOME GROUP COUNTRY 
Low Democratie Republic of Congo 

Lesotho 
Malawi 
Mozambigue 
Tanzania 
Zambia 
Zimbabwe 

Middle Lower Angola 
Namibia 
Swaziland 

Middle Upper Botswana 
Mauritius 
South Africa 

Source: The World Bank. 'Classification of economies by income and region, 2004 '. 

The reliance on internationally traded commodities leaves ali SADC countries (to a lesser extent 

South Africa) vulnerable to external shocks of commodity priee fluctuations. Intra-regional trade 

in the region is intluenced by both the SADC Trade Protocol and bilateral trade agreemen~ 

which member states negotiate prior to entry. The intra-regional trade as a share of total trade 

remains low at an average rate of 10 percent, retlecting 1ack of complementarities between the 

economies. South Africa alone represents more than ha1f of intra-SADC trade with a significant 

proportion of Zimbabwe and Malawi. The major export market for the majority of the countries 

in the region is the Organisation for Economie Cooperation and Development (OECD). Asian 

export destinations are significant for countries like Ango~ Mauritius, Mozambique, South 

Africa, Tanzania and Zambia. The region's major export commodities are energy products ( oil 

and coal) and various minerais including diamonds, gold and copper. The bulk of imports of 

SADC member states also originate from the OECD. For the DRC, Mauritius, Seychelles and 

Tanzania, Asian sources account for significant proportions of their imports; while for Angola 

and South Africa, North American Free Trade Area (NAFT A) is a significant source of their 

imports 01 orties, 2006). 

2.3 Economie Performance of the Region 

The economie performance of SADC region in the past two decades showed tluctuating trends. 

The performance was intluenced by both externally and internally determined factors such as 

region-wide drought, the 'Asian crisis' (which depressed global demand), low international priees 
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of commoditie~ internal conflict and the resurgence of hostilities in certain parts of the region.. 

Nevertheless, the region experienced positive growth trends in the middle of the last decade, 

spurred by political stability and sound macroeconomie policies (Mlambo et. al. 1997) 

The average regional GDP growth rate between 1990s and 2000s was signi:ficant1y positive 

despite a slow start in the early 1990s. Strong signs of economie recovery in the Region started 

showing in 1993 and gained momentum in 1996 with an average of 6.3% GDP growth rate. 

However, in the years that followed the growth pattern fluctuated considerably from year to year 

with 2003 registering only 2.4 percent (see figure 2.1 below). Improvement in economie 

performance is largely attributed to positive political developments in the region as weil as the 

implementation of macroeconomie reforms in most member states. However, economie 

performance on the whole has remained fragile and most SADC countries continue to be 

exposed to natural disasters and adverse extemal shocks. (ADI, 2005). 

Figure 2.1: Average GDP Growth Rates for the SADC Region 
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Source: African Development Indicators (2005) 

Inflation remains one of the major challenges to national efforts for economie recovery~ regional 

cooperation, integration and poverty reduction. Nevertheless the region has wide inflation 
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variations from single to double-digit inflation. Since the early 1990's most SADC countries 

have performed relatively weil in stabilizing inflation rates as compared to the 1980s. This can 

be attributed to sound macroeconomie and inflation targeting policies pursued by most member 

states. Sorne countries in region like Angola and Zimbabwe however, performed poorly in the 

early 2000s due to high inflation rates experienced with average_ inflation rates of 116.1 and 365 

in 2003 respectively. On the other band, countries such as Malawi and Mauritius experienced fàl1 

in inflation pressures in the same period from 44.8 percent to 28.4 percent and from 6.9 percent 

to 4.6 percent respectively (RISDP7
, 2003) 

Savings and investments are sorne of the major determinants of the rate and pattern of economie 

growth in SADC economies. The region has wide disparities between saving and investment 

rates among the individual countries, with most countries recording negative resource balances. 

In the early 1990s, the Region attracted Foreign Direct Investment (FDI) of about US$ 691 

million on average, but in the second half of the 1990s, FDI quadrupled with average of US$ 

3,061 million between 1995 and 1998. This figure represents 55 percent of total FDI flows 

directed to the Sub-Saharan Africa (SSA) region. Southem Africa has emerged as a strong pole 

for attracting foreign investment to SSA. For example, from 1995 to date, more than 25 percent 

of FDI to SSA has been directed to Southern Africa. SADC countries. individually seem to have 

performed relatively weil with six countries (South A:frica, Angola, Zambia, Lesotho, Tanzania 

and Namibia) being among the top 10 recipients of FDI in Sub-Saharan Africa during the second 

half ofthe 1990s (RISDP, 2003) 

Budget deficit sustainability has been one of the primary goals in most of the SADC member 

states. In spite of efforts to bring negative fiscal balances to sustainable levels, most of the 

countries continued to experience relatively high budget deficits. Efforts have been made to 

reduce budget deficit through control of current and capital expenditures, tax reforms (including 

the improvement of tax collection and the broadening of the tax base) and privatisation of state

owned enterprises. Nonetheless, bringing negative budget deficits to a sustainable level has 

proved difficult to achieve, given SADC countries' commitment to eradicate poverty through 

increased public provision ofhealth and education facilities and services (RISDP, 2003). 

7 Regional Indicative Strategy for Development Planning 
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The SADC average current account balance fur the period 1990-2003 was negative 7.0 percent. 

An analysis of the underlying country trends during this period however, revealed three 

categories of countries. The first category is represented by Botswana, Namibia, and Mauritius, 

which registered rising current account surpluses throughout the period. The second category 

includes South Africa, Swaziland, Seychelles, and Zimbabwe, wbich experienced a modest level 

of current account deficits, on average of less than 5 percent of GDP during the period. While the 

third category of countries, with high and deteriorating current account deficits include Angola, 

Lesotho, Malawi, Mozambique, Tanzania, and Zambia (RISDP, 2003). 

Most SADC countries have experienced an increasing external debt burden over the 1ast two 

decades. The stock of external debt in SADC stood at $69.12 billion in 2001. External debt in 

relation to GDP has more. than doubled in Angola, DRC, Mozambique and Zimbabwe. For 

instance, on average over the period 1992-2000, external debt-GDP ratio represented 173 percent 

in Angola, 175 percent in DRC,. 124 percent in Malawi,. 116 percent in Tanzania, 202 percent in 

Zambia and 238 percent in Mozambique. Nevertheless, a few countries, notably Botswana, 

Namibia and South Africa, external debt remained stable at relatively low levels (RISDP, 2003). 

2.4 Overview of Corruption in tbe SADC region 

Corruption is common in ali govemments, and is not peculiar to any continent, region or ethnie 

group. lt cuts across political systems and is found in democratie and dictatorial politics; feudal" 

capitalist and socialist economies. However, a survey by Transparency International revealed 

that since 1995, the last 48 countries belonged either to the group of developing countries orto 

Eastern Europe and Commonwealth Independent States. The SADC region as one of the region 

in the sub-Saharan Africa has not been spared by corruption. The. survey further indicates that 

since 1998 to date, the SADC region countries fall within the range of 26 to 156, with countries 

like Botswana and Namibia falling in the lower less corrupt countries and Angola, Democratie 

Republic of Congo, and Tanzania falling in the category of more corrupt countries. 

Using table 2.2 which compares SADC with other regions reveals that the former ranks 6 which 

imply that the region is better off compared to other regions. North America, Australia, New 
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Zealand, were perceived as Jess corrupt regions with corruption perception index of 8. 73~ 

followed by Western Europe with an index of 7.93. The ECOWAS region was perceived as the 

worst with an average index of 2.9 seconded by the overall African continent (including 

ECOW AS). In table 2.2, the findings tend to support the view that corruption is more di:ffused in 

the developing world and within emerging market economies. 

Table 2.2: Regional Ranking Based on TI Perception Index of2001 

Region Average CPI Score 

ECOWAS 2.9 

Africa (including SADC and ECOW AS) 3.10 

Central-Eastern Europe & CIS 3.52 

Asia 3.76 

Latin America & Caribbean 3.80 

SADC 3.95 

Middle East-North Africa 5.00 

Western Europe 7.93 

North America, Australia & New Zealand 8.73 

Source: Transparency Intemationa/2001 

Using table 22 the SADC region with an average corruption perception index of 3.95 can be 

perceived to be less corrupt compared with whole A:frica with an average index of 3.10. 

However~ its average corruption perception index :fiùls within the category of more corrupt 

regions. In addition, the average index for the region reveals a deteriorating trend in the period 

1995 to 2003 from 4.4 to 3.3. 

2.5 Causes of Cormption 
It must be noted that corruption is a complex phenomenon. Corruption can be perceived from 

many angle~ the demand side (the bribe taker), the supply side (the bribe giver) and where no 

bribe is being given like the embezzlement of funds. The demand side of corruption is mostly 

associated with the public officiais who administer government regu]ations. On the other band 

the supply side reflects the role ofthe private sector in corruption and is driven by rent-seeking 

entrepreneurs who are in search of persona! benefits. The causes of corruption have been deemed 

to be complex and rooted in · a country's policies, traditions, political development and social 
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history. Bwagwati (1974), Krueger (1974), and Ackerman (1978) characterised corruption as an 

outcome of government regulation that creates opportunity for rent seeking activities. Due to the 

government's monopoly power over the provision of services, the private sector is the captive of 

a rent-seeking bureaucrat. However, Mauro (1998) identified sorne of the non governmental 

causes of corruption. In the SADC region corruption bas generally been said to be caused by a 

number of factors such as government intervention, trade restriction, complex tax systems, low 

wages in the civil service, population and natural resources. 

Government intervention is believed to cause corruption and is associated with market 

imperfections and the secrecy or the illegal use of a conferred monopoly status arising from 

regulation of economie exchange. Most cases of corruption involve extraction of kickbacks in 

relation to expenditure on government projects and services. This kind of corruption is made 

possible by the full discretion policy makers enjoy in determining the type, size, composition, 

and geographicallocation of the project and service delivery point. The level of discretion varies 

across types of government services or sectors. For example, government has more discretion on 

capital expenditure than on current expenditure (Mauro, 1998). Thus, while government can 

manipulate expenditures on a road construction in order to extract bribes, for example, allocating 

a construction project to a company with the highest kickback, it will be more difficult to 

embezzle civil servants' salary. 

Trade restriction, according to Krueger (1974), is also perceived as one of the favourable 

conditions for rent seeking activities induced by government. For example, quantitative 

restrictions on imports make the necessary import licence valuable. Therefore, importers may be 

willing to bribe officiais in order to obtain them. In addition, protection of domestic industries 

from international competition, priee controls, government subsidies, multiple exchange rate 

systems and foreign exchange allocation schemes may breed corruption as entrepreneurs may be 

willing to bribe officiais in order to put in place policies that will favour them. 

Complex tax systems that make it di:fficult for tax payers to know their exact liabilities and 

rights are deemed as another cause of corruption. The tax collector can overstate or threaten to 

overstate tax liability in order to extract kickbacks. In response, the tax payer can bribe the tax 
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collector to reduce the effective tax burden, in turn robbing the society and the government of the 

valuable resources. Other features of the tax systems that pro vide opportunities for corruption are 

the discretionary power of fiscal authority to grant exemptions, tax cuts, and also centralised tax 

system. 

Low wages in the civil service in relation to private sector wages or GDP per capita is another 

potential source of corruption within the region. Thus civil servants engage in corruption to 

compensate for the difference between their compensation packages and that of the higher 

ranked colleagues or those employed by the private sector. The efficiency-wage mechanism 

states that when civil servants are not paid enough to make ends meet, they may be obliged to 

use their positions to collect bribes especially when they perceive the cost of being caught or 

:fired to be low (Kraay and Rijckeghem, 1995). A higher wage implies high cost of being caught 

in a corrupt practice and losing the job, whereas low wage reduces the cost ofbeing caught as the 

kickback gains exceed the cost ofbeing honest. 

Population size and natural resource endowment also appear to be positively linked with the 

prevalence of corruption. Sachs and Warner (1995) argued that resource-rich economies may be 

more prone to corruption than resource-poor economies. They found that a country' s share of 

export to GDP is associated with mdices of bureaucratie inefficiencies. Further, Shleifer and 

Vinshny (1993) suggest that countries populated with more ethnie groups are likely to be less 

organised, therefore, they have potential of a more harmful type of corruption. Tanzi (1994) 

argues that public officiais are more likely to do favours for friends and relatives in a society in 

which relationships are more personalised. 

Non Transparent Rules, Laws, and Processes: In many countries, the lack of transparency in 

rules, laws, and processes creates a fertile ground for corruption. Rules are often con:fusing, the 

documents specifying them are not publicly available, and, at times, the rules are changed 

without properly publicized announcements. Laws or regulations are written in a way that only 

trained lawyers can understand and they are often conceptually opaque about important aspects, 

thus leaving grounds for different interpretations. Processes or procedures on policy matters and 

other actions, for example, competitions for public projects, are equally opaque, so that at times 
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it is difficult to understand orto determine the process that was followed before a decision was 

made. This mak:es it difficult to determine whether corruption bas played a role in sorne 

important decisions. 

Penalty Systems: Gary Becker's (1968) states that given the probability that the perpetrator of a 

crime would be caught; the penalty imposed plays an important role in determining the 

probability that criminal or illegal acts would take place. This may imply that corruption could 

be reduced by increasing the penalties on those who get caught. However, in the real world few 

people are punished for acts of corruption, in spite of the extent of the phenomenon. 

Furthermore, with the exception of a few countries, there seems to be a wide gap between the 

penalties speci:fied in the laws and regulations and the penalties that are effectively imposed. 

Generally, effective penalties tend to be more lenient than the statutory ones. The administrative 

procedures followed before a public employee is punished for acts of corruption are slow and 

cumbersome. Often legal, political, or administrative impediments prevent the full or quick 

application of the penalties. The long process and the need to provide incontrovertible evidence 

are major hurdles to enforcing penalties. The potential accusers are often reluctant to come 

forward and to spend the time and effort to go through the full process required to punish 

someone. When corruption is widespread, the costs to the accusers in terms of social capital, 

such as lost friends, can be high. Furthermore, the judges who impose the penalties could be 

vulnerable to corruption or may have political biases. Hence they can be bribed by the accused 

and hinder the proceedings. Ali these factors limit the role that penalties actually play in many 

countries, especially when corruption is partly politically motivated. This attitude brings 

toleration for small acts of corruption that can intime encourage bigger acts. 

Quality of the Bureaucracy: When the bureaucracy is inefficient, officiais take advantage of 

the inefficiency in the public sector to take kickbacks. However, the quality of the bureaucracy 

varies greatly among countries. In sorne countries, public sector jobs give a lot of prestige and 

status; in others, much less so. Sorne bureaucracies are much more efficient and much less 

vulnerable to corruption than others. Rauch and Evans (1997) have gathered information from 35 

developing countries on the degree to which civil servants' recruitment and promotions are 
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merited. Their results indicate that the less recruitment and promotion are based on merit, the 

higher is the extent of corruption. 

Leadership Style: A final contributing factor is the example provided by the leadership. When 

the top politicalleaders do not provide the right example, either because they engage in acts of 

corruption or because they condone such acts on the part of relatives, friends, or political 

associates, it cannot be expected that the employees in the public administration will behave 

di:fferently. The same argument applies within particular institutions such as tax administration, 

customs, and public enterprises. These institutions cannot be expected to be corruption free if 

their heads do not provide the best examples of honesty. In sorne countries, the leadership has 

been somewhat indifferent to this problem. In an Asian country, a minister that was accused of 

corruption was simply moved to head another ministry. In a Latin American country, a president 

who was planning to create an anticorruption commission proposed to appoint as head of this 

commission an individual widely reported to be corrupt. Examples such do not help create the 

climate for a corruption-free society. 

2.6 Initiatives to Eradicate Corruption 
Eradicating corruption is one of the challenging tasks, especially because it is a phenomenon that 

exhtbits a strong tendency for hysterisis. Countries that are corrupt tend to remain corrupt for a 

long time since those who benefit from corruption have incentives to perpetuate it, while the 

victims of corruption learn to cope with it so corruption becomes expected and self perpetuating. 

This section explores sorne of the strategies that have been implemented to curb corruption in the 

region by individual countries, the region as a who le and by international institutions. 

The United Nations introduced the Globat Programme against Corruption which develops and 

implements projects and initiatives at country, regional and international levels. The World 

Bank, African Development Bank (ADB) and the IMF adopted a systematic framework for 

addressing corruption as a development issue in the assistance provided to member countries and 

in its own operation of individual projects8
• The IMF has recently issued a code on fiscal 

transparency for its member countries and if followed, it would have the effect of reducing 

8 http:/ /www l.worldbank.org/publicsector/anticorrupt/ 
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corruption. These organizations, including Non Governmental Organizations (NGO) not only 

support a number of anti-corruption programs and initiatives, but also upload working papers and 

data to their websites, organize seminars and conferences, and produce many publications that 

try to address the issues of corruption. 

Within the SADC region sorne countries such as Zambia, South Africa, Tanzania, Malawi, 

Botswana, and Swaziland have put in place anti-corruption agencies as one way to curb 

corruption, while countries like Mozambique, Lesotho, Mauritius, Namibia, Zimbabwe and 

Angola are in the process of establishing these agencies. Countries that have not followed suite 

include DRC and Seychelles. Further, individual countries have reviewed their corruption acts 

and undertaken the public sector reform as one way of tackling the problem of corruption 

(Zyekic, 2002). 

Furthermore, as a way of showing commitment to reduce corruption the SADC Heads of State 

adopted and signed the SADC Protocol Against Corruption in August 2001, with an objective of 

improving and harmonising anti-corruption policies and laws in and across the Region in order to 

facilitate regional co-operation. The member states also established the Southem African Forum 

Against Corruption (SAF AC) with an objective of fostering regional co-operation in combating 

corruption and also facilitating operational co-ordination among anti-corruption agencies in the 

region, including the civil society and other regional anti-crime entities such as the Southem 

African Regional Police ChiefS Co-operation Organization (SARPCCO). 

At the continental leve!, the NEP AD Declaration on corruption was adopted at the African Union 

(AU) convention. The declaration calls for the establishment of a coordinated mechanism to 

combat corruption effectively. The Peer Review mechanism can also be seen as one of the 

initiatives to fight corruption. In intensifying the support to control corruption, the member states 

pledged to assist the implementation and monitoring of the OECD convention on bribery and 

supporting voluntary anti-corruption initiatives such as the OECD development assistance 

guidelines, the OECD guidelines for multilateral enterprises and the role of parliamentarians in 

addressing corruption and promoting good governance. 
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3.0 Introduction 

CHAPTER THREE 
REVIEW OF LITERA TURE 

This section will review theoretical and empirical studies that have investigated the impact of 

corruption on economie growth. Although there seems to be an agreement that corruption has 

significantly negative effects on economie growth, sorne studies have revealed unsettled 

arguments and mixed results. 

3.1 Theoretical Studies 

More than 30 years ago, Leff (1964) and Huntington (1968) were the first to advance the view 

that corruption can be efficiency-enhancing because it removes government-imposed rigidities 

that impede investment and interfere with other economie decisions favourable to economie 

growth. Thus, corruption "oils the mechanism" or "greases the wheel" of business. This 

reasoning was often used to explain the high rates of economie growth in sorne countries of 

South East Asia. 

Recently there appears to be a growing agreement that corruption is harmful and theories 

regarding the impact of corruption on efficiency are contradictory. Sorne studies have advocated 

that corruption greases the wheels of business and commerce and thus facilitates investment and 

economie growth, while others claim that rather than greasing, corruption sands the wheels 

(slows down the wheels) by institutionalizing itself through its chronic persistence (Rahman et. 

al. 1999). 

The speed money theory or the efficient theory of bribes argues that assuming there is no stigma 

associated with the paying of bribes, or that the stigma associated with the paying ofbribes does 

not depend on the industries profitability, firms that benefit more from public service would offer 

larger bribes payment for reduced waiting period for a service. Allocation of public resource 

therefore would be according to the value that different enterprises place to that service. The 

bribe will therefore act as a perfect priee discrimination mechanism leading to efficient 

allocation of resources. Although the benefits that an individual firm gains from services is 
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unobserved, it is reasonable to assume that more profitable :firms will generally benefit more 

from the public service (Mensah, 2003). 

The endogenous harassment theory of corruption compounded by Myrdal (1968) and further 

elaborated by Kaufinann (1997), states that service providers use observable information such as 

industry size or profitability to guess each enterprise's maximum willingness to pay for public 

services and endogenously offer incentive-compatible bribe levels that depend on such 

characteristics. Under this hypothesis the relationship between bribe payment and profitability 

would also be positive. Both the speed money and endogenous harassment theories assume that 

bribes paid by :firms increase the willingness to pay for the public service. The basic difference 

of these theories is that while the case of speed mo ney assumes that :firms paying the bribe self

select the amount of bribe according to its cost of waiting, the endogenous harassment theory 

assumes that the bribe taker has information on the characteristics of the firm, which affects its 

willingness to pay bribes. 

Since the mid 1980s, sorne economists have formalized mechanisms, in which corruption 

enhances efficiency and promotes growth. A "queue model" proposed by Lui (1985) argues that 

bureaucrats, when allocating business licenses to firms, give priority to those who evaluate time 

at the greatest value and bribe the bureaucrats into speeding up procedures. Beek and Maher 

(1986) and Lien (1986) developed "auction models" arguing that bribes in a biding process can 

promote efficiency because most efficient firms are often those who can afford the highest bnbe. 

Shleifer and Vishny (1994) modelled a bargaining process between public and private sectors, 

eventually echoing Le:ff's proposition and argued that corruption "enables private agents to buy 

their way out of politically imposed inefficiencies". A related argument has been that corruption 

''may make possible smaller or no salary payments to officiais who, if carefully supervised, will 

still carry out their functions on a fee-for-service basis" (Tullock, 1996). 

Sorne scholars support the opposing theory labelled as efficiency-reducing, which views 

corruption as having a damaging impact on efficiency. For example, Tanzi (1998) and Aidt 

(2003) have argued that private firms paying a high bnbe are not necessarily economically 

competitive firms. If a firm with potentially talented individuals engages in rent -seeking 
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activities instead of more productive activities, such a sub-optimal use of human capital will 

damage macroeconomie growth. Other proponents of this view include Murphy (1993), Gould 
1

, 

and Amaro-Reyes (1983), United Nations (1990), Mauro (1995), Mo (2001), and Monte & 

Papagni (200 1 ), who suggest that corruption is disadvantageous to businesses and innovators, 

especially those that lack the necessary cash :fiows and established lobbying power to either bn"be 

or lobby the bureaucrats. In fact, private firms are often forced to make side-payments to 

government officiais to run their business in many countries. For example, in Indonesia, Russia 

and Ukraine, the cost of such corruption is particularly high for small but emerging enterprises, 

which can be a driving force of economie growth. 

Andvig (1991) opposed the queuing model that suggests that bribery reduce inefficiency of 

public administration by minimising the waiting costs associated with the queue. He argues that 

Lui's assumption regarding queues are unduly restrictive and suggest that queues are more 

complex and many sided under imperfect competition. Strategie considerations and different 

ways of organising the queues could reduce the average waiting time and Lui's model is not 

robust enough to tak:e these considerations into account. 

Corruption acts as an arbitrary tax for those giving bribes to public officiais, as they have to bear 

the cost of searching for "partners" and negotiating with them. Because of such rent-seeking 

costs, Aidt (2003) argues, that the auction model's claim that bribery is equivalent to competitive 

auction (as the same firm wins the prize at the same priee und er two arrangements) is invalid. 

Furthermore, when corrupt officiais rather than the treasury collect revenues from individuals 

and firms, an opportunity to lower the tax burden is lost. 

Finally, government officiais intentionally impose rigidities in order to extract bribes, thus 

officiais know that the more rigidities they impose the more opportunity they have for extracting 

hnbes. Similarly, if bn"bes are used to speed up procedures, bureaucrats may further slow down 

the administrative procedures. In short, when corruption allows public officiais to receive private 

benefits secretly and arbitrarily, they do not perform their expected role of fixing market failures, 

and instead create even more market failures. The government's fundamental role of protecting 

property rights is also distorted, and its accountability and transparency are diminished. The last 
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argument is regarded as particularly important. As sorne economists argue, corruption may work 

as the second-best solution to market distortions imposed by government procedures and policies 

at least in the short run. In the long run, however, corruption itself produces further market 

distortions and reduces market efficiency. 

3.2 Empirical Literature Review 

Issues of corruption and economie growth have also been dealt with empirically. These studies 

have focused to sorne extent on empirical estimates of the effects of corruption on economie 

growth and sorne discussion of methodological problems. A pioneering work by Mauro (1995) 

examines the impact of corruption using the Business International Corruption Index (1984) and 

growth rates of per capita GDP from 1960 to 1985 (Summers and Heston, 1988). Using these 

variables Mauro ( 1995) showed that a one-standard-deviation decrease in the corruption index 

significantly increases the annual growth rate of GDP per capita by 0.8%. As these findings were 

based on a simple regression with an instnnnental variable and without control variables, the 

results were not robust. When other variables were included such as investment, the effect of 

corruption becomes insigni:ficant. Brempong (2002) found similar results for a sample of 21 

African countries for the period 1993-1999. He showed that a unit increase in corruption score is 

associated with a reduction in growth of O. 7 and 0.9"/o points. The results suggest that the 

potential dividends from improvement in governance are large. 

Mo (200 1) also used long-term economie growth rates of per capita real GDP from 1970 to 

1985, originally prepared by Barro and Lee (1993). This study shows originality, albeit 

controversial, in estimating a "direct" effect of corruption, as well as "indirect" effects of varions 

transmission channels (i.e., investment, human capital, and political instability), through which 

corruption could affect economie growth. Specifically, Mo runs a regression using Transparency 

International's Corruption Perceptions Index, variables measuring the three transmission 

channels, and other control variables. The study also obtains a marginal effect of each 

transmission variable on corruption with three separate regressions, and de:fines the ''total" effect 

of corruption as the marginal ("direct") effect of corruption on growth, plus a sum of 

transmission variables' "indirect" effects, each of which is the marginal e:ffect of each 

transmission variable on growth multiplied by the marginal effect of corruption on each 

transmission variable. By using this method he shows that a one-unit increase in the corruption 
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index reduces the growth rate by about 0.545 percentage points (ie., the "total" effect) and that 

the most important channel is political instability, which accounts for 53% of the ''total" effect. 

Mo also uses instrumental variables (i.e. regional dummies and the index of ethno-linguistic 

fractionalization) and obtains similar negative effects. The validity of the instrumental variables 

is, however, not properly tested. We should also note that the "direct" effect of corruption on 

growth, after controlling other variables, is insignificant in both Ordinary Least Squares (OLS) 

and Two Staged Least Squares (2SLS) estimations. 

A study by Pellegrini and Gerlagh (2004) applies the same decomposition method suggested by 

Mo (2001), but uses a longer period to measure economie growth (i.e., real GDP per capita from 

1975 to 1996) and considers another transmission channel of trade policies. They also consider 

the endogeneity problem and conduct a set of 2SLS regressions with a valid instrumental 

variable that passes the Hausman test; that is, legal origins (Fredriksson and Svensson, 2003). 

Their conclusion is similar to Mo's (2001), namely, in both OLS and 2SLS regressions, the 

transmission variables are significantly influenced by the level of corruption. We should, 

however, note that, while a simple OLS indicates that corruption has a significantly negative 

effect on growth, this negative effect becomes insignificant in a 2SLS regression. Furthermore, 

with all control variables, the "direct" effect of corruption is insignificant in both OLS and 2SLS 

regressions and it even shows a positive effect in the 2SLS regression. 

Tnere are two other related studies that do not rely on the decomposition method and conduct 

standard OLS regressions with control variables (but without instrumental variables). Rock and 

Bonnett (2004) check the robustness of the conventional argument (ie., the negative effect of 

corruption on growth and investment) using four different corruption indices, and find similar 

negative impacts of corruption on economie growth. Y et, these effects are significant only 

conditional on model specification. More interestingly, they show that corruption in the large 

East Asian newly industrializing economies (ie., China, Indonesia, Korea, Thailand and Japan) 

significantly promotes economie growth. The observation period in their study varies depending 

on data constraints, particularly on corruption variables, which led to estimation of four different 

sets of cross-country regressions for four different time periods-1980--83, 1988- 92, 1984--96 

and 1994--96". 
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Abed and Davoodi (2002) also mn a standard multivariate regression. They use panel and cross

sectional data for 25 countries over the period 1994-98, and examine the roles of corruption in 

transition economies. Their results show that higher growth is associated with lower corruption 

in both panel and cross-sectional regressions and denoted signi:ficance at 1% level. But this effect 

is insignificant with panel data when their structural reform inde~ which may in part measure 

the degree of government failure, is included. 

Akai et. al (2005) used a two staged least square to measure the rate of economie growth for 

various time spans- short, middle and long-mn using previously un-investigated state level cross 

section data for the United States. Their results show that the effect of corruption on economie 

growth is indeed negative and statistically signi:ficant in the middle and the long span but 

insigni:ficant in the short span. 

Rahman et al ( 1999) examined the effects of corruption on economie growth and gross domestic 

investment for Bangladesh. This study extended the earlier studies by Barro (1991). Unlike the 

previous studies, Rahman et. al. modified Mauro' s mo del by including two regional dummy 

variables. They found that corruption is signi:ficantly and negatively associated with cross

country differences in economie growth and gross domestic investment. In addition, they suggest 

that corruption retards economie growth by reducing foreign direct investment. They caution that 

endogeneity must be looked at more seriously in investing the relationship between corruption 

and economie growth. 

In summary, these empirical studies show mixed results. Sorne may present unbiased estimates, 

while others may present biased orres. To figure out the causes of varying empirical estimates, 

we discuss below various possible methodological problems in the existing studies, before 

introducing our methodology in the next section. First, as already discussed, any theoretically

driven and practically-relevant study should estimate the long-term effects of corruption. Abed 

and Davoodi (2002), however, use data for the period 1994-98. Using such short-term data 

presents a methodological problem; namely, economie growth in the short-term is influenced by 

a number of unobserved or immeasurable short-term fuctors, sorne of which may be systematic 
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rather than stochastic. Such short-term random and non-random factors can "average out" in the 

long-run. 

Secon~ theoretical models imp]y tbat we need to control for the e::ffects of suboptimal 

govemment regulation in order to estimate the marginal e::ffects of corruption alone on economie 

growth. Most studies do not attempt to control this variable with an exception of Abed and 

Davoodi's (2002) reform index, but it may not be a valid indicator of the govemment failure. It 

is typically very di:fficult, if not impossible, to measure the degree to which govemment 

regulation is suboptimal 

Third, if this important control variable is innneasurable, or measurable only with serious 

measurement error, a standard solution is to find an appropriate instrumental variable (or a set of 

instrumental variables). Rock and Bonnert (2004) and Abed and Davoodi (2002), however, do 

not attempt to control omitted variable bias using instruments. Other studies do indeed, run the 

two-stage least square (2SLS) regressions with instrumental variables, but, with the exception of 

Pellegrini and Gerlagh (2004), do not report the validity oftheir instruments. Hence, their 2SLS 

regressions may use "weak" instruments, which produce even more serious bias and inefficiency 

than standard OLS regressions (Staiger and Stock, 1997). 

Fourth, when estimating the effect of corruption on economie growth, as theoretical studies 

imply, we should consider the effect of corruption on govemment failure. To put it different]y, 

we should note tbat the government failure is causally prior to corruption in the short mn but is 

causally posterior in the long run. One may thus argue that such posterior-govemment failure 

should be taken into account by adding appropriate indicators, as independent variables, in order 

to estimate the unbiased "direct" effect of corruption on economie growth. This argument is 

invali~ because inclusion of variables that are consequences of the key causal variable (in our 

case, corruption) introduces severe "post-treatment" bias (Frangakis and Rubin 2002; Greenland, 

2003). 

This recent statistics literature also implies that the decomposition method used by Mo (2001) 

and Pellegrini and Gerlagh (2004) is problematic as it explicitly includes independent variables 

22 

1 

i. 



that are theoretically and empirically consequences of corruption. 1berefore, the ''total" e:ffect of 

corruption, in the long-term, should be estimated by dropping any post-treatment variables. 

lt has been noted that most of the previous studies on the impact of corruption on growth have 

focused attention on the e:ffect of corruption on economie growth in the context of OECD 

countries. Only a hand:ful of studies including Gyimah-Brempong (2002) and Tanzi and Davoodi 

(1997) have examined this issue for Africa. It is therefore fair to argue that African countries 

have not received adequate attention on this subject even though most of the corrupt nations in 

the world are located in this continent. Therefore this paper will examine the impact of 

corruption on growth in the SADC region in the period of 1995-2003. 
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CHAPTERFOUR 
METHODOLOGY AND ANAL YSIS OF FINDINGS 

4.0 Introduction 

This chapter is divided into two parts: part one presents the methodology, theoretical :framework, 

model specification, description of variables, scope and data sources. Part two contains 

presentation and analysis of results. 

4.1 Methodology 

This study uses cross-country regression framework to investigate the impact of corruption on 

economie growth. The study builds on Rahman et. al.(1999) model derived from Mauro (1995). 

The model slightly departs from the original model suggested by Rahman et. al.(1999) in the 

following ways: 

• It will update and reassess impact of corruption on economie growth; 

• It uses Corruption Perception Index by Transparency International as a measure of 

corruption other than the index of the International Country Risk Guide (ICRG); and 

• The study includes inflation as a control variable. 

A multivariate approach is employed to take into account other mctors that influence economie 

growth. E-views software version 5.1 is utilised for estimation of the results. The Ordinary Least 

Squares (OLS) technique was used to estimate .the parametric coefficients of the explanatory 

variables. 

4.2 The Theoretical framework 

: 1 

i. 

The framework for determining the impact of corruption on economie growth follows the neo- · i 
classical growth model of Solow (1956), which bas been revisited by Barro (1991). The neo-

classical growth model states that, at any point in time, the total output of the economy depends 

on the quality and quantity of physical capital employed, the quantity of labour employed, the 

average level of skills of the labour force and the residual (Total Factor Productivity). The neo

classical framework utilises the production function, which is specified as follows: 
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Y; =f(L1,K1 ,H1 ,A1 ) ••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••• (1) 

where Yt stands for output, Lt is the amount of labour inputs, Kt is the amount of physical 

capital, Ht is human capital and At is total factor productivity (TFP) which measures the shi:ft in 

the production function at given levels of inputs and t indicates time. The aggregate production 

:function approach is an analytical simplification, which makes it possible to summarise detailed 

information about the complex process of economie growth within a simple uni:fied :framework. 

Taking derivatives of equation (1) with respect to time yields; 

a Y = !!_ F K K + a F !:.___ L + a!.__ H H aA 
Y a K F K a L F L a H F H + aA .......................... . ............................... (2) 

This implies that equation (2) can be written as; 

(
growth rate 'J (growthrate J (growthrate) = EbX +ELX 
of GDP of humancapital of labour 

+ Ek + (
growth rate J 
of phyical capital 

et ( growth rate J 
of TFP 

Where Eh, Et, Ek and Et stand for the elasticity of output with respect to human capital, physical 

capital, labour and TFP respectively. Basically, the :framework provides a breakdown of 

observed economie growth into its main components, vis-à-vis, the changes attributable to the 

growth in factor inputs (usually capital and labour) and the residual or unexplained component. 

The latter component, o:ften called Solow's residual, was originally taken as the contribution of 

technical change or technological progress. lt has since become known as total factor 

productivity (TFP) because it encompasses all sources of economie growth apart from those 

attributable to capital and labour. In this study however, TFP encompasses factors such as 

corruption, gross capital formation, initial level of GDP per capita, population growth rates and 

consumer priee index, which is a proxy for inflation. 

4.3 Model specification 
Following the theoretical :framework and empirical specification by Rahman et. al. (1999), the 

model is speci:fied as: 
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GDPER =a+ P1LGDPPC + P2LGSSE + fJ3LGPPE + fJ4CORR + p
5
POPG + p

6
GCF + 

P7CPI + Ps (x')+ & 

Where GDPER is Per capita GDP growth rates 

LGDPPC Log of initial GDP per Capita 

LGSSE Log of initial gross secondary school enrohnent 

LGPSE log of initial gross primary school enrolment 

CORR Corruption perception index 

POPG Population Growth rate 

GCF Gross Capital Formation 

CPI Consumer Priee Index 

X' V ector of regional dummies. 

4.3.1 Justification of Variables 

Per Capita GDP Growtb Rate denoted as GDPER is the endogenous variable of the model Per 

Capita GDP Growth Rate is defined as percentage change in Per Capita GDP. 

Corruption Perception Index denoted as CORR relates to perceptions of the degree of 

corruption as seen by business people, academicians and risk analysts. The index is based on a 

weighted average of approximately ten surveys of varying coverage. The index ranges on a scale 

of 0 and 10, with 0 indicating highly corrupt and 10 indicating the least corrupt. Since it assigns 

high values to less corrupt countries and low values to more corrupt countries, it is expected that 

the coefficient of corruption variable will have a positive sign. 

The initial real GDP per capita presented as GDPPC is used to account for differences in a 

country' s economie development level and to capture plausible convergence e:ffects (Barro, 

1991). This variable enters the model in logarithmic fonn The convergence theory states that 

countries with lower initiallevels ofGDP should grow :faster and gradually converge to levels of 

development prevailing in more advanced countries (Barro, 1991). The neo-classical model 

predicts a negative relationship between initial real GDP per capital and growth. 
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The Initial levet of Roman Capita appears in two variables in the system: Gross Primary 

Enrolment Rate (GPSE) and Secondary School Enrohnent (GSSE). GSSE is a ratio of cbildren 

enrolled in secondary schools to the country's popnlation of secondary school age cbildren. 

GPSS is defined as is the ratio of total enrollment, regardless of age, to the population of the age 

group that officially corresponds to the leve! of education sbown. Acoording to Barro (2000), 

"Human capital particularly that attained through education bas been empbasized as a criticcd 

determinant of economie progress''. Education allows an individual and the society as a whole to 

use their own labour and physical capital in more efficient ways. In addition, education also 

allows the creation and use of technology which fàcilitat:es the more efficient use of labour and 

physical capital. Brunetti et al. (1998) noted that education is positively related to growth. Hence 

the variable is expected to have a positive sign. 

Consumer Priee Index denoted as CPI, is a measure of the overalllevel of prioes tbat shows the 

cost of consumer goods relative to the cost of the same basket of goods in the base year 

1 
1 1 

(Mankiw, 2003). CPI has been used as a proxy of inflation which is generally an indicator of 1 . 

macroeconomie performance and management. This variable is expooted to have a negative 

effect on economie growth because inflation disropts the signalling ·e:ffuct of priees, rednces the 

value ofmoney and the average lending maturity (Oshik:oya, 1994). 

Gross capital formation as a percentage of GDP denoted as GCF is a proxy of investment. 

According to Solow mode~ if a nation devotes a large :fraction of its income to savings and 

investment, it will have a high steady-state capital stock and high levels of income. If a nation 

saves and invests only a small fraction of its income, its steady-state capital stock and income 

will be 1ow. Hence it is expected that the variable will have a positive sign becanse high 

investment leads to high steady-state and thus high income levels. 

Population gruwth rates (POPG) refers to the rate at which the nmnber of people is increasing 

over time. According to Solow mode~ a nation with high population growth will bave low 

steady-state capital stock per worker and thus a low leve! of income per worker. Hence it is 

expected that the variable will have a negative sign because high population growth tends to 
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impoverish a country since it is hard to maintain a bigh level capital per worker when the 

numbers of workers are growing quickly. 

Regional dummies (X') have been included to control for combined impact of varions specifie 

fàctors on the dependent variable which might have been omitted to avoid model over fitting. In 

addition, the inclusion helps to control for intercept heterogeneity in the regional context. The 

regional dummies include SADC, ECOW AS and MENA regions. The study uses cross section 

identifiers to define the regional dumm:ies. 

4.4 Scope and Data Sources 

The study uses secondary data for the period of 9 years (1995-2003). This period is interesting 

because it bas witnessed enormous national, regional and international efforts to curb corruption. 

Thus, notwithstanding the global moves against corruption, it is vital to study how much a 

region, on average, bas to pay for not being able to reduce corrupt practices. 

The study uses corruption perception index from Transparency International Although various 

indices such as the Business International Index (BI), the World Economie Forum index (GCR) 

and the indices prepared for the World Bank, the correlation among the indices is quite high. 

Data on other variables (GDP per capita growth rate, Gross Secondary school emolment and 

Gross Primary school emolment, CPI, Population growth rate and GDP per capital) were 

obtained from the World Bank CDROM (2005). The study bas 58 countries and it bas included 

other countries from other regions in carrying out the analysis (see Annex 1 for the list of 

countries) for easy comparison of results. 

4.5 Estimation procedure, analysis and interpretation of results 

The estimation was done using a multivariate approach in order to take into account other factor 

that influence economie growth. The base model consisted of the initiallevel of GDP per capita, 

gross secondary school emolment, pupil teacher ratio and the regional dumrnies. The other 
' variables were added progressively starting with corruption perception index which is variable of 

interest. This was do ne to examine both robustness and other suggestive channels of influence. 
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Table 4.1 display the results of the multivariate regression aoaJysis (eight models) which were 

carried out to determine the impact of corruption on growth. 

Table 4.1: Impact of corruption on GDP per capita growth rates 

Dependent variable: Average annual per capita GDP growtb rates (GDPER} 
Variable in Model Two Model Model Model Five Model Six Model 

ave rages Base model Model One Three Four Se ven 
Log GDP per -0.363** -0.167** -0.251 -0.242 -0.234 -0.213-
Capita -0.347 -0.400* (-1.693) (-0.890) (-1.380) (-1.382) (-1.334) (1.156) 
(LGDPPC) (-1.475) (-1.744) 

Gross -1.429* -1.208* -1.161* -1.106* -1.153* -0.973*8 
secondary (-2.059) (-2.042) (-2.065) (-2.242) (-2.071) (-1.729) 

school 
enrolment rate -0.904 -1.433** 

(LGSSE) (-1.262) (-1.935) 
Gross primary 1.760 0.880 0.749 0.684 0.912 0.256 

school (1.237) (0.718) (0.643) (0.615) (0.840) (0.222) 
enrolment rate 1.503 2.051 

(LGPSE) (0.976) (1.353) 
Corruption 0.439* 0.363* 0.347* 0.338* 0.346* 0.366* 
Perception (2.408) (2.329) (2.340) (2.399) 2.355924 (2.431) 

Index 0.398** 
(CORR) (2.048) 

Population -0.842* -0.924* -0.881 * -0.887* -0.894* -0.746* 
Growth rate (-2.875) (-3.702) (-3.706) (-3.794) (-3.831) (-3.261) 

(POPG) 
Gross capital 0.170* 0.141* 0.144* 0.144* 0.141* 

formation (4.288) (3.577) (3.850) (3.724) (3.489) 
(GCF) 

Consumer -0.023 -0.023* -0.022* -0.022* 
Priee Index (-2.401) (-2.463) (-2.397) {-2.270) 

(CPI) 
-1.226 -1.238 -0.693 -0.166 -0.348 -0.283 -0.706 

ECOWAS (-1.134) (-1.182) (-0.668) (-0.187) (-0.410) (-0.361) (-0.841) 
-1.351 -1.818* -1.436** -0.330** -0.153 -0.048 -0.345 

SADC (-1.542) (-2.069) (-1.729) (-0.440) (-0.213) (-0.072) (-0.477) 

0.199 0.052 0.776 0.835 0.899 0.917** 0.954 
MENA (0.294) (0.080) (1.182) (1.498) (1.696) (1.771) (1.875) 

0.620 -0.896 1.401 -0.326 3.471 3.474 2.466 4.613 
Constant (0.109) (-0.161) (0.267) (-0.072) (0.774) (0.774) (0.652) (1.006) 

R-Squared 10 18 30 51 57 57 56 54 

#of 54 54 54 54 54 54 
observation 56 56 
Akaike lnfo 3.99 3.91 3.67 3.63 3.63 3.63 

Criterion 4.23 4.19 
Scharz 4.32 4.28 4.07 4.00 4.00 4.00 

Criterion 4.49 4.47 
Note: Numbers in the parenthesis are t-Statistic. ** significance at 10 percent and* significance at 5 percent. 

Source: Authors esttmates 

29 



The base model shows that the initiallevel of GDP and the gross primary school enrolment have 

the expected signs, negative and positive signs respectively. However gross secondary school 

enrolment bas a negative sign the contrary expectation. All the variables are insignificant 

implying that they have no impact on economie growth. 

Model one, after adding corruption index, the initiallevel of GDP per capita and gross secondary 

school enrolment become significant at 5 percent and 10 percent respectively. However the 

initiallevel of gross primary school enrolment continued to be insigni:ficant with all the variables 

maintaining the same signs as in the base model. In addition, the SADC dummy turned out to be 

significant at 5 percent though with a negative sign, implying that the SADC regional effects 

have a negative impact on GDP per capita growth rates. The corruption perception index 

variable bas a positive sign and is significant at 5 percent confidence level. This implies that one 

standard deviation improvement in the corruption index (1.83 points on a scale between 0 and 

1 0) would increase economie growth by O. 73 points. This entails that corruption has a negative 

impact on economie growth. 

Following Wei (1998), if SADC could increase the index of corruption from its current level 

(3.79) to a le~el ofSingapore (9.4), it would increase the annual average GDP per capita growth 

rate during the period of 1995-2003 by 2.4 percent9• These results are consistent with those of 

Mauro (1995), Rahman et. al. (1999), Gyimah-Brempong (2002) and Pellegrini and Gerlagn 

(2004). 

Mauro (1995) finds that an improvement in corruption index from 6 to 8 (on a scale of 0 to 10 

where 10 indicates the least corrupt country) raises growth rates of GDP per capita by 0.5 

percent. Rahman et. al. (1999) finds that one standard deviation improvement in the corruption 

index (1.2 points on the scale between 1 and 6), would increase GDP per capita growth by 0.79 

points. Pellegrini and Gerlagn (2004) find that a decline in the corruption index by one standard 

deviation raises growth by 0.20 percentage points. Gyimah-Brempong (2002) finds similar 

results for a sample of21 African countries for the period of 1993-1999. Their :findings reveals 

9 ((9.4-3.79)*0.43). 
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that a unit increase in the corruption score is associated with a reduction in growth of O. 7 and 0.9 

percentage points. 

The initiallevel of GDP per capita bas the expected negative sign and is significant at 5 percent. 

It is argued tbat countries with lower initial level of GDP should grow faster and gradually 

converge to levels of development prevailing in more advanced countries. Mankiw, Romer and 

Weil (1992) argue tbat the neo-classical growth does not predict an absolute convergence. 

According to them each country converges to a condition of steady state, which depends mostly 

on quantity ofhuman capital. 

The coefficient of human capital represented by gross primary school emolment bas the expected 

positive sign indicating tbat education bas a positive impact on growth. The results concur with 

Rahman et. al. (1999) who states tbat hmnan capital, particularly which is attained tbrough 

education, has been empbasized as a critical determinant of economie progress. 

The coefficient of human capital with secondary enrolment rate used as a proxy bad a negative 

effect on economie growth. The coefficient was signi:ficant at 10 percent. The negative effect of 

hnman capital suggest that the level of technology is not enough to absorb the available man 

power leading to the exodus of this man power to countries requiring highly skilled man power. 

This resuhs in brain drain which leaves behind a mass of unskilled or semiskilled human capital. 

The other reason may be due to the problem of the choice of the proxy for human capital. 

Secondary school enrolment rate is not the best proxy of human capital as noted by (De Mello, 

1997). However this study used secondary school enrolment due to limited data on other 

variables. 

Models 2 to 7 test whether the results are sensitive to the inclusion of other explanatory variables 

(population growth rates, CPI and gross capital formation). A:fter the inclusion of these variables 

the corruption index coefficient magnitude reduced but remained significant with the expected 

positive sign. The SADC dummy becomes insigni:ficant with ali the control variables baving the 

expected signs. The fact tbat the coefficient on corruption changed its magnitude with the 
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inclusion of the other explanatory variables suggests that in addition to direct e~ corruption 

can also influence economie growth through other variables. 

The Consumer Priee Index has the expected negative sign and is significant at 5 percent. This 

implies that inflation has an adverse effect on the economie growth. The increase in priees 

discourage economie agents to save bence investment is reduced which in turn affects growth. 

The results are consistent with theory which stipulates that a high inflation rate is bad for the 

country's development. The resuhs are consistent with Oshikoya (1994) who found that inflation 

negates growth. 

Following Mauro (1995), population growth rate has also been used as a regressor in model 

three. The coefficient of population growth rate has the expected negative sign and is statistically 

signi:ficant at 1 percent. This implies that a 10 percent increase in population will reduce growth 

by 8.8 percent. This implies that population growth negates economie growth and is in 

conformity with Solow's model which states that a nation with high population growth will have 

low steady-state capital stock per worker and thus a low level of income per worker. High 

population growth tends to impoverish a country because it is hard to maintain a high level 

capital per worker when the numbers of workers are growing quickly. These results are 

consistent with Gyimah-Brempong (2002) who found that high population growtlr rates negate 

growth. 

After controlling for gross capital formation, the impact of corruption on growth reduced but still 

remained statistically signi:ficant. This result shows that much of the effects of corruption on 

growth take place through gross capital formation, although it_ leaves open the possibility that 

sorne of the e:ffects occur directly. Although investment is a classical determinant of growth, its 

use as the determinant variable in the growth model is subject to criticisms on account of 

endogeneity problems. Given the endogeneity problems, most of the growth models tend to 

est:imate the growth equation with or without gross capital formation as an explanatory variable 

(Barro, 1991). 
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Models 5 to 7 proved to be the best models using the Akaike Information Criterion ( AIC) and 

Schwarz criterion basing on the minimisation of errors (see table 4.5). However, it should be 

noted that these models were used to test the impact of the regional effect on economie growth. 

The regional effects were captured by dropping one region progressively. For example in model 

5 the SADC region was dropped while maintaining ECOW AS and MENA whereas in m.odel 6 

ECOW AS region was dropped while maintaining SADC and MENA. After dropping SADC and 

maintaining the other two regions the corruption index coefficient reduce from 0.347 to 0.338, 

however when the ECOW AS region and the MENA region were dropped progressively the 

coefficient of corruption increase to 0.346 and 1.366 respectively. 
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CHAPTER FIVE 
POLICY RECOMMENDATIONS AND CONCLUSION 

5.1 Summary of findings 

The empirical findings show that there is a positive correlation between corruption perception 

index and economie growth in the SADC region over the period 1995-2003. Implying that 

countries with high corruption perception index (less corrupt) will have a higher growth than 

countries with low corruption perception index- (highly corrupt ). This means that corruption has a 

negative impact on growth. These results were also consistent after controlling for gross capital 

formation, population growth, inflation, initial GDP per capital, human capital and regional 

effects. These variables were merely control variables adapted within the :framework of the neo

classical growth theory. 

The positive correlation between corruption perception index and economie growth implies that 

the higher the deviations in the levels of corruption (on a scale of 1 to 10 where 10 indicates the 

least cormpt country), the higher the changes in growth. This is an indication to policy makers 

that corruption is bad for a country's development hence the need for policies that would reduce 

it. In addition, it was noted that if countries can move from the category of highly corrupt 

countries to least corrupt countries high growth rates can be achieved. Hence the study 

recommends that SADC member states should make efforts to move to the category of least 

corrupt countries if high economie growth is to be achieved. 

In order to fight corruption there is a need to take a holistic approach because corruption is a 

complex phenomenon that is explained by various causes. Policy makers should also bear in 

mind that it is not a fight that can be won in months or even in a few years. Any realistic strategy 

must start with an explicit recognition that there are those who demand and supply acts of 

corruption. The greatest mistake that can be made is to rely on a strategy that depends 

excessively on actions in a single area and also to assume that corruption arises from behavioural 

pathology. Cormption is consistent with rational behaviour, thus corrupt officiais maximise their 

own individual interests given the constraints associated with the institutional environment. 

34 



Hence using the experience of countries wit:h high growth rate and low levels of corruption such 

the study proposes the following recommendation. 

5.2 Policy Recommendations 

Civil Service wages, incentives and workers' horizon reforms: The assertion that corruption 

serves as an incentive or a bonus because of low wages in the public sector cannot be dismissed 

easily. Hence the need to reform civil service wages by reducing wage differentiais between the 

civil servants on one hand and the private sector and the highest paid governmental official on 

the other band. The objective of the reform is to achieve a more equitable distribution of wages 

amongst the bureaucrats and a competitive wage relative to the private sector. In addition, 

governments should extend the optimal horizon of civil servants by introducing progressive 

pension schemes, healthy retirement packages and enforcement of promotion process based on 

merit. Pay schemes that provide for substantially higher wages in the future raises the cost of 

being fired wbile increasing the benefits of staying in a good standard job. Singapore is the most 

cited example of successful civil service wages, incentives and workers' horizon reforms in the 

:fight against corruption (Klitgaard, 1988). 

Esta:blishing aotonomoos bodies:. There is a need to establish autonomous anti-corrnption 

agencies, courts and commission for audit of assets of government officiais. This is so because 

these autonomous bodies cannot work efficiently when top government officiais of the executive 

branch of government constantly obstruct them. In addition, most of these agencies are used to 

harass leaders of the opposition and activists in civil society instead of :fighting corruption. 

Enforcement of accoontability and transparency: The government should put in place 

strategies which will help in the enforcement of accountability and full disclosure of information 

about business practices by companies as well as the- wealth of government officiais. These 

measures can be through the public disclosure of information on funding, procurement and 

management of government programs and projects and a1so the involvement of civil society and 

the grass root communities in most of its activities. The case of Uganda has been cited as a 

successful experiment in fighting corruption through information disclosure. The government 

decided to publish the transfer of funds to districts in local newspapers, thus allowing the local 
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communities to monitor the fimds (Reinnikka and Svensson, 2005). In addition, there is need to 

publish rules and procedures in government services and contracts. 

The reform of government institutions may include civil service refon:n, improved budgeting, 

financial management and tax administration, and strengthened legal and judicial systems. Such 

refonns· should involve changing govemment structures and procedures, placing greater focus on 

internai competition and incentives in the public sector, and strengthening internai and extemal 

checks and balances. As a complement to these broader refonns, the care:ful and transparent 

implementation of enforcement measures, such as prosecuting sorne prominent corrupt figures, 

can also have an impact. 

Governments should introduce refonns aimed at reduce the opportunities for rent -seek:iiig 

behaviour. These reforms can be in form of lowering tariffs and other barriers to international 

trade, unifYing market determined exchange rates and interest rates, eliminating enterprise 

subsidies, minimizing regulations and licensing requirements, and other barriers to entry for new 

firms and investors, demonopolizing and privatizing govemment assets, and transparently 

enforcing prudential banking regulations and auditing and accounting standards . . This is so 

because where government regulations are pervasive and government officiais have discretion in 

applying them, individuals are o:ften willing to offer bribes to officiais to circumvent the rules 

and depressingly, officiais are occasionally tempted to accept these bribes. ldenti:fying such 

po licy related sources of corruption is obviously helpful in bringing it under control. 

5.2 Areas of Further Research 

Further research can be done by examining the impact of corruption on the composition of 

government expenditure in the SADC region. Thus examining whether politicians choose to 

spend more on the components which are easier to extract bribes or which can give them a 

personal bene:fit not in the form of a bribe. 

5.3 Conclusion 
This study examined the impact of corruption on growth in the SADC region. The study 

extended the work of Mauro (1995) as adopted by Rahman et. al. (1999). The empirical results 
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show that corruption bas a significant negative impact on growtb. The study also checked the 

robustness and sensitivity of the impact of corruption on growth by controlling for policy 

variables as well as omitted regional e:ffects. The stndy :findings suggest that countries who are 

committed to the increase the level of economie growth need a holistic approach to deal with 

corruption. This can be done by redefining the role of govemment, improve the system of 

incentives and strengthen domestic institutions in order to make sure that necessary checks and 

balances are in place. 
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Annex: 1 

1994 
GDP per Gross GDPper 
capita Population capital capita 1994 Gross 
growth growth formation (constant Corruption Consumer Secondary 
(annual (annual (%of 2000 Perception priee school 

Countries %) %) GDP) US$) Index index enrolment 
1 Angola 4.2 3.0 31.3 556 1.7 257.4 11 
2 Botswana 3.7 2.0 26.4 2558 6.1 94.0 44 
3 DRC -3.9 2.4 8.2 122 2.2 194.8 13 
4 Malawi 2.0 2.0 11.2 133 3.5 83.8 8 
5 Mauritius 4.0 1.0 25.3 2955 4.7 95.2 55 
6 Mozambique 5.4 2.2 29.0 157 2.8 96.9 7 

7 Namibia 0.8 2.4 21.9 1714 5.3 23.0 45 

8 SoutbAfrica 0.7 1.8 16.6 2846 4.8 95.8 69 

9 Tanzania 2.6 2.4 17.2 249 2.3 89.2 5 

10 Zambia 0.7 2.0 18.4 335 3 89.9 21 

11 Zimbabwe -2.4 1.8 14.9 580 3.2 98.1 48 

12 Argen tina -0.6 1.0 16.7 7635 3.2 107.9 72 

13 Bolivia 1.0 2.0 16.9 928 2.4 93.9 42 

14 Brazil 0.9 1.0 20.7 3285 3.1 97.2 40 

15 Cbile 3.3 1.1 24.1 3942 6.1 95.4 73 

16 Colombia 0.0 2.0 17.9 2013 3.1 88.8 50 

17 Costa Rica 2.3 2.0 18.8 3591 4.9 92.2 45 
Domininic 

18 Rep 3.9 1.9 22.0 1724 3.3 98.7 35 

19 Ecuador 0.2 2.0 22.8 1337 2.3 78.1 55 

20 El salvador 1.3 2.0 16.7 1917 3:7 98.0 25 

21 Guatemala 0.9 3.0 16.4 1559 2.8 95.7 23 

22 Haïti -1.0 2.0 25.4 523 1.9 96.3 21 

23 Honduros 0.3 2.9 31.0 903 1.9 89.3 33 

24 Mexico 0.9 1.2 22.4 5314 4.3 85.6 52 

25 Nicaragua 1.3 3.0 32.8 678 2.7 89.0 45 

26 Panama 2.0 1.7 27.3 3521 3.2 98.6 62 

27 Peru 1.6 1.8 21.6 1853 4.2 92.9 67 

28 Venezuela -2.9 2.0 17.3 5242 2.6 87.8 34 

29 Uruguay -0.9 0.9 14.3 5744 4.8 94.8 84 

Burkina 
30 Faso 2.3 2.0 22.4 207 3.3 100.2 7 

31 Cote d' voire -0.3 2.4 12.2 621 2.6 98.4 21 

32 Gambia 0.5 3.5 18.7 310 2.5 103.2 18 
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33 Ghana 2.1 2.3 22.7 228 3.5 97.0 35 
34 Mali 3.6 2.0 22.2 189 3 101.7 7 
35 Nigeria 0.9 2.6 20.4 331 1.4 99.4 25 
36 Sen egal 2.2 2.7 18.9 398 3.2 99.6 15 
37 Seierra lione -2.8 2.0 6.9 191 2.2 80.6 18 
38 Algeria 1.9 1.7 27.6 1602 2.6 96.6 60 
39 Bahrain 0.8 2.8 15.8 11147 6.1 100.2 100 
40 Egypt 2.6 2.0 18.1 1287 3.2 96.3 71 
41 Iran 2.7 1.4 29.7 1356 3 89.1 57 
42 Israel 0.7 2.4 21.9 16165 7.3 94.8 88 
43 Jordan 0.8 3.0 24.8 1682 4.7 98.3 63 
44 Kuwait -1.7 3.6 11.6 19796 5.3 97.7 43 

45 Lebanon 1.1 1.4 23.4 3519 3 0.0 48 

46 Morrocco 1.3 2.0 22.3 1155 4.1 98.2 35 

47 Oman 1.0 2.6 14.0 7864 6.3 100.2 45 
Saudi 

48 Arabia -0.3 3.0 19.6 9354 4.5 101.1 44 

49 Syria 0.6 2.6 22.4 1099 3.4 104.3 48 

50 Tunisia 3.4 1.1 26.0 1644 5 97.0 45 

United Arab 
51 Emirates -1.3 6.6 28.3 22346 5.2 0.0 68 

52 Yemen 3.1 3.0 21.6 428 2.6 98.6 68 

53 lndonesia 1.3 1.0 20.9 704 2 87.7 46 

54 Malaysia 2.4 2.1 30.3 3237 5.1 96.4 57 

55 Philippines 1.8 2.0 21.0 895 2.9 94.8 71 

56 Singapore 2.2 2.4 29.3 18271 9.1 99.2 67 

57 Thailand 2.3 1.0 28.3 1885 3.1 95.8 31 

58 Vietnam 5.7 1.3 29.9 284 2.6 97.0 32 




