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ABSTRACT

This research is carried out to investigate the “ effect of corruption on
economic growth” with special emphasis on how corruption affect gross
domestic product, and government expenditure in the Nigerian economy,
covering a period of twenty seven years (1986-2012). Regression analysis
was used to analyze the data and the results show that there is negative
relationship between corruption and economic growth in Nigeria. Our
findings support the conventional wisdom, which stipulate that corruption
is detrimental to economic growth and devel opment. It is a cankerworm that
has eaten into the fabric of the Nigeria economy. The research concludes
that corruption impact negatively on economy growth and development in
Nigeria. It is however recommended that government should intensify its
efforts in re-orientating the society against the ills of corruption by
establishing high ethical standard to which all and sundry should adhere.
Besides, stiffer sanctions should be imposed on those found guilty of corrupt
practices including death sentences.

Keywords: Corruption, Economic Growth, Gross Domestic Product and
Government Expenditure

INTRODUCTION
Corruptionisasold astheexistenceof man. It exist bothinthedevelopingandinthe
devel oped nations but predominant in the devel oping countries. Although corruption
wasnot given an explicit recognitionin thetraditiona economic growth theories, it has
now becomeaglobally recognized policy variableespeciadly inlessdeve oped countries
whereitisconsidered morecritical for theattainment of long-term economic growth
and sustainable development (Aliyu and Akanni, 2008). Among other variables,
corruption remainsone of themajor factorsresponsiblefor underdevelopment inthe
Nigeriaeconomy. Akindele (2010) notesthat where corruption—exist, evenahighly
endowed nation intermsof natural and human resources, will till fail todevelopina
beneficial way to agreat mgjority of the citizens. Highly corrupt nationsare always
perpetuated with viciouscircle of poverty, low incomesand whichinturnleadstolow
investment and productivity (Ribadu, 2004, 2006). According to Lawal (2007),
corruption isworsein countrieswhereinstitutions, such asthelegidature arewesk,
whereruleof law and adherenceto forma rules arenot rigorously observed, where
politica patronageisstandard practice, wheretheindependence and professionalism
of the public sectors has been eroded, where court administrators (high and low) are
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mere buy overs. According to Oyovbire (2007), recent data rel eased by national
bureau of statistics showsthat the percentage of peopleliving in poverty hasincreased
sincethereturnto democracy to about 70% of the popul ation, underscoring theincrease
of corruptioninthe country despitethereturn civilian rule. Many studiesexist that
assessthe rel ationship between corruption and economic growth but their findings
have not only been diversebut also conflicting. Thisimpliesthat viewson corruption
and economic growth nexusremain pol arized among economistsand policy makers.
A school of though made up of proponentslike Leff (1964) is of the opinion that
corruptionisbeneficia greasethat |ubricatesthe engine of economic growth. They
suggest that corruption introduces efficiency in the economy and affectseconomic
growth pogitively.

Onthe contrary, the second school of thought contendsthat corruption exerts
adverse effects on long-term economic growth and sustainable devel opment. A host
of scholarsand international organizations constitute the proponents of thisview
specifically Mauro (1997), Wei (1997) and United Nations (1990). Mo (2001) holds
the opinion that corruption hasacorros ve effect on economic growth and devel opment.
Thetransmission mechanism of these adverse effectsinclude declined domestic and
foreigninvestment increased cost production, misallocation of national resources,
increased inequality, poverty and uncertainty in decision making among others.

Despitethe crusades of anti-corruptionin Nigeria, itsmagnitude appearsto
beonthehighside. It hasimpaired hard work, diligenceand efficiency. It has caused
incal culable damagesto the social and political development of Nigeria. It subverts
honest sel ection processes and distorts prices. Furthermore, it weakensinstitutions,
hampers investment and retards economic development. Most importantly, the
resourcesthat should be used for developmental purposesare being diverted fromthe
society to private use. Thisaccumulation of the nation’seconomic resourcesfor persond
benefitshasvarioudly contributed to theleakagesof capital from Nigeriafor illega
depositsabroad. In other wordsit has affect on the growth and devel opment of the
country.

According to Omotosho (2005), corruption deprivesthe country of previous
resources, increase government yearly expenditure, increases unemployment rate,
hamperseffortsto aleviate poverty, underminespolitical and economic stability and
diminishesthe country attractivenessto investment. Corruption also distributeincome
infavoursof thecorrupt classwhichinmost casesaredready richindividua sthereby
increas ng theincidenceof poverty and wedlth disparities(Aluko, 2008). Furthermore,
the contributing effectsof corruption on poverty and poor infrastructural development
ismoreworrisome. Neverthel ess, the extent of these negative effectsare yet to be
measured and quantified. It isagainst thisbackground that thisstudy wasinspired. The
broad objective of thiswork isto study the effect of corruption on economicgrowthin
Nigeria Thespecific objectivesinclude:

1. To examinetheeffect of corruption on grossdomestic product in Nigeria.
2. To study theeffect of corruption on Government Expenditurein Nigeria.
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Two hypotheseswereformulated in null formsfor thestudy. They are:

H,L:  Corruption hasno effect on grossdomestic product in Nigeria.

H,2.  Thereisno significant relationship between corruption and Government
expenditureinNigeria

Corruption and Economic Growth in Nigeria

Culturd differencesmakeit difficult to find consistent globa definition of corruption.
Some culturesthink of bribery ascorruptionswhileothersconsider it asgifts. Inthis
respect, Wei (1997) provideslengthy discussion on the varioustypesand ratings of
corruption across countries. He arguesthat corruption and economic growth have
beeninversely relating with each other, causing undue arousa or doom among the
people. Corruption givesroomfor diversion of thelimited public funds, undermines
economic progress and impedes policy changesrequired for devel opment. Onthe
whole, corruptionimpedesgrowth and al so erodes the al ready established economic
valuesystemsin Nigeria Thisdevastated effect of continuous corrupt practicesin
Nigeriahasgone so bad and it isworrisome as several but unsuccessful measures
have been put in placeto halt the menace.

Aidt (2009) validatesthefact that the driveto aperfect solution to corruption
isstill ongoing bearingin mind that previouseffort to curbitisunsuccesstul. Itisare-
occurring issueand itimpedesgrowth without clear solution. Aseffortsareput in place
to eradicateit, it keepsmultiplying and spreading likewild fire. To buttressthe doubt
andwidespread of the phenomenon, Adewa e (2011) assertsthat theissue of corruption
keepsreoccurring in every academic and formal discussionin Nigeriasmply because
of itsdanger towardsmeaningful development and it seemsthereisnoway tothisugly
phenomenon. Corruption hasreceived significant attention among economistsand
internationd financid inditutionsduring thelast few decades, givenitsimplicationsfor
economic growth. Therearetwo school sof thought rel ativeto corruption and economic
growth nexus.

TheGreasersView on Corruption

Thisschool of thought holdsthe view that corruption hasbeneficia effect on economic
growth. The supporters of this view argue that corruption (payment of bribe to
bureaucratsin many forms) actslikeoil that greasesand facilitatestheengineof economic
growth asit hel psgovernment official sto makethe process of project approva more
efficient. Theproponentsof thisview include L eff (1964), who suggeststhat corruption
introducesefficiency intheeconomy and affectseconomic growth positively.

The genera ideaisthat corruption facilitatesbeneficial tradesthat would
otherwisenot havetaken place. Indoing s, it promotesefficiency by dlowingindividuas
intheprivate sector to correct pre-existing government failuresof various sorts. L eff
(1964) usesthefollowing exampleto set thestage. Back intheearly 1960s, therdlevant
government agenciesin Chileand Brazil were charged with thetask of enforcing price
controlsfor food products.
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TheSandersView on Corruption

Thisschool of thought maintains, that corruption negateseconomic growth asit adds
to the cost of businessand introduces significant uncertainty in the decision making
process. The proponentsof thisview including United Nations (1990), Mauro (1997)
and Mo (2001) suggest that corruption isdisadvantageousto businessesand innovators,
especialy thosethat |ack the necessary cash flows and established | obbying power to
either bribe or lobby the bureaucrats.

Sudieson Corruption and Economic Growth

A number of studies have shown that corruption affects economic growth through
both domesticand foreigninvestments. Leff (1964) suggeststhat corruptionincreases
economic growth for anumber of reasonsincluding hel ping entrepreneursto avoid
bureaucratic delay by bribing officias. Lui (1965) suggestscorruption minimizeswaiting
cogtsthusreducinginefficiency in economic activity. Beck and Maher (1986) maintain
that alocative efficiency can exist even wherecorrupt officialsgrant bidsto the highest
bidder. Andvig and Barro (1991) investigated the rel ati onshi p between economic growth
and investment, and find that corruption negates economic growth through investment.
Mauro (1995) using econometricsandys sfindssgnificant negeativere ationship between
economic growth and corruption over the period 1960-1985. Mauro (1997) concludes
that corruption reduces expenditures on health and education. Similarly, Tanzi and
Davoodi (1997) examinethe effects of corruption on public financesand found that
corruptionincreasespublicinvestment at theexpenseof privateinvestment. Wei (2001)
maintainsthat corruption, acting likeatax, negatesforeign direct investment. Gupta
(2002) arguesthat corruption leadstoinequality and poverty throughitsnegativeinfluence
on economic growth.

Aidt (2003) examinesthe determinantsof corruption. They investigatethe
extent towhich education, political regimes, and thetype of the state, ethnicity, judicia
efficiency; politicd freedom and thesi ze of government explain differencesin corruption
acrosscountries. They contend that knowledge of the determinantsof corruptionwould
help authoritiesto design and implement measuresto curb and control itsharmful
effects. Acemoglu and Verdier (1998) examinetheeffectsof corruption on economic
growth and grossdomesticinvestment for Bangladesh. Thisstudy extended theearlier
studiesby Andvig and Barro (1991). Unlikethe previous studies, theauthorsmodified
Mauro’'smode by including two regiona dummy variables. They find that corruption
issignificantly and negatively associated with cross-country differencesin economic
growth and grossdomesticinvestment. In addition, they suggest that corruptionretards
economic growth by reducing foreign direct investment. They caution that endogenous
must belooked at more serioudy ininvesting therelationship between corruption and
economic growth.

METHOD

Thisstudy amsat investigating the effect of corruption on economic growthinNigeria
The study regressdataon gross domestic product, and Government expenditureto
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seetheeffect of corruption onthesevariables. Thestudy covered theeffect of corruption
onthegrowth of the Nigeriaeconomy from 1986-2012 which isaperiod of 27 years.
The choice of 1986 asthe base year wasbased on thefact that Nigeriahasaturning
point in 1986 when it adopted its Structural Adjustment Programme (SAP) and the
limitation year 2012 was because datato be assessed are available up to that year.
Our modeof anaysisfollowsalinear combination of explanatory timeseriesvariables.
Our structural model to estimate the rel ati onship between corruption and economic
growth was adopted from thework of Mauro (1997) on“the effectsof corruption on
growth investment and Government Expenditure’ and modified for the purpose of our
study asfollows:

GDPGRand GOVEXP = F(CPI)  ....cccooveeeeeennnn. (1)
Where

GDPGR = Used asaproxy to economic growth

GOVEXP = Used asproxy to government expenditure

CPI = Used asproxy to corruption.

The empirical forms of equation 1 that will be used to analyze each of our stated
hypothesesare stated as:

GDPGR = Mo+T, CPI+U s 2)
Where

GDPGR = Gross domestic product Growth Rate.

CPI = Corruption perception index

o = The y—intercept

o = The coefficient of theindependent variable.

U = Theerror termto capturevariablesnot explicitly sated

inthemodé.

For Hypothesis2

GOVEXP = o +ICPl + U oo, (4)
Where

GOVEXP = Government expenditurewhileother variablesareas

explained above.

Themodd for thisstudy was carefully chosento captured| the objectivesof thestudy.
Themajor characteristics of an econometric analysiswereincorporated in the model
specification inasystematic manner. The study exclusively used secondary sourcesof
dataand they were obtained from the publications of the Central Bank of Nigeria,
NigeriaStock Exchange, Websites, journalsand newspapers. Thedatacollected are
GrossDomestic Product (GDP), Government Expenditure (GOV EXP) and Corruption
Perception Index (CP1). Thisstudy presents, anayzesand interpretsthe dataobtained
usngAndysisof Variance (ANOVA).

RESULTSAND DISCUSSION

From equation 1, the coefficient of the constant term is5.349, whichispositiveand
statistically significant with value of t = 29.606. Thevaueof 5.349istheintercept of
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theregression lineindicating that the gross domestic product growth rate (GDPGR)
will be5.349if other variables are zeros. The coefficient of corruption perception
index (CP1) ispositiveanditisaso statisticaly significant withvalueof t =5.048. This
impliesthat for every unit increaseinthevalue of corruption perceptionindex (CPI),
holding other variables constant, the gross domestic product growth rate (GDPGR)
will increaseby 0.558. Ininterpreting theregression results, theAnalysisof Variance
(ANOVA) table should belooked at first (Gupta, 2002). TheANOVA tableteststhe
acceptability of our mode from adatistical perspective. Thelast column of theANOVA
table showsthe goodnessof fit of themodd. If the significance value of the F-statistic
issmall (lessthan 0.05), then theindependent variablesdid agood job explaining the
variationinthe dependent variable. ThesignificancevaluefromtheANOVA tablein
Appendix | is0.000whichislessthan 0.05 indicating that themodel issignificant even
at 99%, 95% and 90% degree of confidence. Significanceimpliesthat we can accept
our modd. That isto say that theindependent variabledid agoodjobinexplaining the
variationinthedependent variable.

Thecorrdationstableof hypothess1 showsthe Pearson Correl ation Coefficient
between the gross domestic product growth rate (GDPGR) and corruption perception
index (CPI). Thecorrelation coefficient between GDPGR and CPI is0.718 indicating
apositive relationship existing between the gross domestic product growth rate
(GDPGR) and corruption perception index (CPI). Also, the correl ation coefficient
valueof 0.718 isstatistically significant at 0.01, 0.05 and 0.10 level that isat 99%,
95% and 90% degree of confidencesinceit hasap-value of 0.000. Theregression
equation for hypothesis 1 from the Coefficients tableinAppendix | isgivenas.

GDPGR=5.349+ 0.558CPI + U......cccvvvivvieiie i (1)
Mode Summary®
Model R R Square Adjusted Sd. Error of Durbin-Watson
R Square theEstimate
1 718° 515 495 45824 519

Themultiple correlation coefficients (R) isthe correl ation between the observed and
predicted val ues of the dependent variable. Thevauesof R for model s produced by
the regression procedure range from 0 to 1. Larger values of R indicate stronger
relationships. From our model summary tablein Appendix I, thevalueof Ris0.718,
indicating a strong rel ationship between the observed and predicted values of the
dependent variable, the gross domestic product growth rate (GDPGR).
TheRsguare (R?) whichisthe coefficient of determination isthe proportion of
variationin the dependent variable explained by theregresson mode. Thevalues of
R2rangefrom0to 1. Small valuesindicatethat the model doesnot fit the datawell.
Thevdueof R squareof 0.515from themodel summary tablein Appendix | indicates
that 51.5% of the variation in the dependent variable, the gross domestic product
growthrate (GDPGR) wasexplained by variationsin theindependent variableswhile
theremaining 48.5%isdueto other factorsnot accounted for inthemodd. TheAdjusted
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R sguared attemptsto correct R squared to more closaly reflect the goodness of fit of
themodel inthe population. It issuperior to R-square becauseit is sensitiveto the
addition of irrelevant variables (Gupta, 2002). From the model summary tablein
Appendix |, the Adjusted R square is 0.495. Thisimplies that only 49.5% of the
variationinthedependent variable, the grossdomestic product growth rate (GDPGR)
wasexplained by variationsintheindependent variablewhiletheremaining 50.5%is
dueto other factors not accounted for inthe model. The Durbin-Watsontest isatest
of seria dependenceor auto correlation among theresidualsof aregressonmoddl. It
testsfor auto-corregressive scheme, also known asthefirst order process. The Durbin-
Watson value of 0.536 from Appendix | indicates the presence of positive serial
correlationin the estimated equation.

Thedecisionisthef-statistic and thet-statistic were used in validating the
stated hypothesis. Thecritical value of thef-statistic from the statistical tableat 95%
confidenceinterva is4.2417. Sincethecal cul ated f-atigtic from our resultsin Appendix
| is25.485, whichishigher thanthat fromthestatisticd table, weregect thenull hypothess
Also, the calcul ated t-statisticsfor the parameter estimate of corruption perception
index (CPI) is5.048 fromthe coefficientstablein Appendix |. Thetabul ated t-statistics
is2.060at the0.05leve of sgnificancefor atwo-tailed test. Thevaueof theca culated
t-tatistics 5.048ishigher than that of the tabulated t-statistics of 2.060; wetherefore
reject thenull hypothes sand accept the d ternate hypothes swhich satesthat corruption
hasasgnificant positiveimpact onthegrossdomestic product inNigeria Theregresson
equationfor hypothesis3fromthe Coefficients tableinAppendix 1V isgivenas.

GOVEXP=32.018-5.637CPI +U ..........cccevvnnnn. 3

From equation 3, the coefficient of the congtant terms32.018, whichispostive
and statistically sgnificant with vaueof t =5.104. Thevaue of 32.018istheintercept
of theregressionlineindicating that government expenditure (GOVEXP) will be32.018
if other variablesare zeros. The coefficient of corruption perceptionindex (CPl) is
negativeandisgatisticaly insignificant with value of t =-1.468. Thisimpliesthat for
every unitincreasein thevalue of corruption perceptionindex (CPI), holding other
variables constant, government expenditure (GOV EXP) will decreaseby 5.637.

ThesgnificancevaduefromtheANOVA tablein Appendix 111 is0.155 which
ismorethan 0.05 indicating that the model isinsignificant even at 95% and 90%
degreeof confidence. Insignificanceimpliesthat we cannot accept our model. Thatis
to say that theindependent variabledid not do agoodjobinexplainingthevariationin
thedependent variable. The corrdationstable of hypothesis3fromAppendix [11 shows
the Pearson Correlation Coefficient between government expenditure (GOV EXP)
and corruption perceptionindex (CP1). The correlation coefficient between GOVEXP
and CPl is-0.287 indicating aweak negetiverelationship existing between government
expenditure (GOV EXP) and corruption perceptionindex (CPI). Also, thecorrelation
coefficient vdueof -0.287 isgtatisticaly inggnificant at the0.05and 0.10level —i.e. at
95% and 90% degree of confidencesinceit hasap-vaueof 0.155.
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Model Summary®

Model R R Square Adjusted Sd.Errorof Durbin-Watson
R Square theEstimate
1 2872 .082 .044  15.90928 1.103

a Predictors: (Constant), CPI

The multiple correlation coefficients (R) are the correlation between the
observed and predicted val ues of the dependent variable. Thevauesof R for models
produced by theregression procedurerangefromOto 1. Larger valuesof R indicate
stronger relationships. From our mode summary tablein Appendix I11, thevalueof R
1s0.287, indicating aweak rel ationship between the observed and predicted values of
the dependent variable, government expenditure (GOVEXP).

The R square (R?) whichisthe coefficient of determinationisthe proportion of
variation in the dependent variable explained by theregression model. Thevauesof
R?rangefrom 0to 1. Small valuesindicate that the model doesnot fit the datawell.
Thevdueof R squareof 0.082 from themode summary tableinAppendix 111 indicates
that 8.2%0 of thevariationinthe dependent variable, government expenditure (GOVEXP)
wasexplained by variationsin theindependent variablewhiletheremaining 91.8%is
dueto other factors not accounted for in themodel.

Theadjusted R square attemptsto correct R squareto more closely reflect
the goodness of fit of themode inthe population. Itissuperior to R-square becauseit
issensitiveto the addition of irrelevant variables (Gupta, 2002). From the model
summary tableinAppendix 111, theAdjusted R squareis0.044. Thisimpliesthat only
4.4% of thevariationin the dependent variable, government expenditure (GOVEXP)
wasexplained by variationsin theindependent variablewhiletheremaining 95.6%is
dueto other factors not accounted for in the model. The Durbin-Watson value of
1.372fromAppendix |11 indicatesthe presence of positiveseria correlationinthe
estimated equation.

Thedecisionisthef-statistic and thet-statistic were used in validating the
stated hypothesis. Thecritical value of thef-statistic from the statistical tableat 95%
confidenceintervd i1s4.2417. Sincetheca culated f-gatistic from our resultsin Appendix
I11is2.156 which islower than that from the statistical table, we accept the null
hypothesis. Also, the cal cul ated t-statistics for the parameter estimate of corruption
perception index (CPl) is-1.468 from the coefficientstablein Appendix I11. The
tabulated t-statisticsis2.060 at the 0.05 level of sgnificancefor atwo-tailedtest. The
vaueof thecaculated t-statistics-1.468 islower than that of thetabul ated t-statistics
of 2.060; wetherefore accept thenull hypothes swhich satesthat thereisno sgnificant
rel ationship between corruption and government expenditurein Nigeria

Thisstudy examined the effectsof corruption oneconomic growthin Nigeria
Fromthe previousargumentsin thisstudy and from theempirical investigations, itis
clear that corruption isacankerworm that has eaten deeply into the fabrics of the
Nigerian economy. The Findingsfrom theregression result suggest that corruption has
both direct and indirect implicationsfor economic growth. The study makes several
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important findings. First theresultsreved that aoneunitincreasein corruption retards
economic growth by roughly 0.558 percentage for the period under consideration.
Thefinding that corruption has negativeinfluence on economic growth isconsi stent
with Nweze (2010). Second, theresult reveal that aone unitincreasein corruption,
holding other variable constant, account for decreasein government expenditureby 5.
637. Thefinding that government expenditureissignificantly affected by corruptionis
consgtent withMauro (1997). Third, thestudy equaly foundthat al formsof corruption
ismanifested and noticeablein the Nigeriaeconomic. Finaly, our result discovered
that corruption directly negateseconomic growth. Hence, we support the conventiond
wisdom, which stipul ated that corruption is detrimental to economic growth and
development.

Regression Result for hypothesis1
Descriptive Statistics

N Mean Sd. Error Sd. Dev. Variance Skewness Sd. Error
GDPGR 26 6.1408 12644 .64471 416 -.424 .456
CPI 26 1.4177 .16255 .82887 .687 21 .456

Valid N (listwise) 26
Corrdations

GDPGR CPI
GDPGR Pearson Correlation 1 .718(**)
Sig. (2-tailed) .000
N 26 26
CPI Pearson Correlation L718(**) 1
Sig. (2-tailed) .000
N 26 26

** Correlation is significant at the 0.01 level (2-tailed).

Variables Entered/Removed®

Model Variables Entered Variables Removed M ethod
1 CPI2 . Enter
a All requested variables entered. b Dependent Variable: GDPGR
Mode Summary®
Sd. Error of
M odel R R Square  Adjusted R Square the Estimate Durbin-Watson
1 7182 515 495 45824 519
a Predictors: (Constant), CPI b Dependent Variable: GDPGR
ANOVAP
Model Sum of Squares Df Mean Square F Sig.
1 Regression 5.352 1 5.352 25.485 .0002

Residual 5.040 24 .210

Total 10.391 25
a Predictors: (Constant), CPI b Dependent Variable: GDPGR

Coefficients
M odel Standardized
Unstandardized Coefficients Coefficients
B d. Error Beta t Sd. Error
1 (Constant) 5.349 181 29.606 .000
CPI .558 11 .718 5.048 .000

a Dependent Variable: GDPGR

Residuals Statistics?

Minimum Maximum Mean  Std. Deviation N
Predicted Value 5.4052 7.0017 6.1408 46267 26
Std. Predicted Value -1.590 1.861 .000 1.000 26
Standard Error of Predicted Value .090 .193 124 .031 26
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Adjusted Predicted Value 5.4937 7.0513 6.1545 .46660 26

Residual -1.25655 .81747 .00000 .44898 26
Std. Residual -2.742 1.784 .000 .980 26
Stud. Residual -2.947 1.821 -.014 1.028 26
Deleted Residual -1.45131 .85188 -.01371 .49506 26
Stud. Deleted Residual -3.611 1.920 -.037 1.119 26
Mahal. Distance .000 3.462 .962 .987 26
Cook’s Distance .000 .673 .053 131 26
Centered Leverage Value .000 .138 .038 .039 26

a Dependent Variable: GDPGR

Regression Result For Hypothesis2
Descriptive Statistics

N Mean Std. Error Sd. Deviation  Variance Skewness $Std. Error
GOVEXP 26 24.0265 3.19142 16.27309 264.814 1.169 .456
CPI 26 1.4177 .16255 .82887 .687 21 .456

valid N (listwise) 26
Correlations

GOVEXP CPI
GOVEXP Pearson Correlation 1 -.287
Sig. (2-tailed) .155
N 26 26
CPI Pearson Correlation -.287 1
Sig. (2-tailed) .155
N 26 26
VariablesEntered/Removed®
M odel Variables Entered Variables Removed Method
1 CPI2 . Enter

a All requested variables entered.
b Dependent Variable: GOVEXP

Mode Summary®
Model R R Square Adjusted R Square Std. Error of the Estimate D ur b i n -
Watson
1 .287° .082 .044 15.90928 1.103
a Predictors: (Constant), CPI
b Dependent Variable: GOVEXP
ANOVAP
Model Sum of Squares df Mean Square F Sig.
1 Regression 545.810 1 545.810 2.156 155
Residual 6074.528 24 253.105
Total 6620.338 25
a Predictors: (Constant), CPI
b Dependent Variable: GOVEXP
Coefficients?
M odel Unstandar dized Standar dized t Sig.
Coefficients Coefficients
B Std. Error Beta B Std. Error
1 (Constant) 32.018 6.273 5.104 .000
CPI -5.637 3.839 -.287 -1.468 .155

a Dependent Variable: GOVEXP
Residuals Satistics?

Minimum Maximum Mean Sd. Deviation N
Predicted Value 15.3322 31.4547 24.0265 4.67252 26
Std. Predicted Value -1.861 1.590 .000 1.000 26
Standard Error of Predicted Value 3.121 6.692 4.288 1.061 26
Adjusted Predicted Value 14.9306 35.8913 24.2286  5.09519 26
Residual -27.35469 40.32862 .00000 15.58785 26
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Std. Residual -1.719 2.535 .000 .980 26

Stud. Residual -1.854 2.597 -.006 1.018 26
Deleted Residual -31.79130 42.31627 -.20207 16.84567 26
Stud. Deleted Residual -1.960 2.998 .016 1.086 26
Mahal. Distance .000 3.462 .962 .987 26
Cook’s Distance .000 .279 .041 .066 26
Centered Leverage Value .000 .138 .038 .039 26

a Dependent Variable: GOVEXP

CONCLUSIONAND RECOMMENDATIONS

Wefindthat corruptionimpactsnegatively on economic growth asevidenced fromour
analysis. Thismay cost the economy so much that devel opment will be dowed down
if not restricted. The causal relationship of the variablesa so showsthat corruption
preventseconomic growth and that its consequencesand effectsared so ontheincrease.
Therefore, itisobviousthat inabid to minimizecorruptionin order to restorethefame
and dignity of theeconomy makingit an environment for rapid economic growth, the
identified issuesand problemsof corruption setting back the economy over timemust
be serioudly tackled. Thisstudy recommendsthat the government should intensify its
effort a re-orientation the society against illsof corruption by establishing high ethical
standardsto which al and sundry must adhere. More stringent measures should be put
inplaceto reducethepossibility of diverting public fundsinto private pocket.

For instance, independent auditing and consulting firmscan beinvolved to
critically examinetherecordsand projectscarried out by government officialsto
ascertain whether they are executed as planned. Government should introduce
trangparency devicessuch asel ectronic strategiesthat can detect and prevent corruption
in all areas of the economy. The use of camerasin public placeswill work in this
direction. Besides, ftiffer sanctionsshould beimposed onthosefound guilty of corrupt
practicesincluding death sentences. Thiswill serve asdeterrent to others. Finally,
government shouldincreaseitsppolitica will to eradicate corruptioninthesystem. Present
effort aready yielding good result should be strengthened and expanded in scope. The
Economic and Financial CrimesCommission (EFCC), for instance should begiven
morelegal backing, manpower and financial resourcesto improveitsperformance
now andinthefuture.
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