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ABSTRACT

The study anal ysedt he trend of corruption; and examnedthei npact of corruption on econonic
growvthinselected West African Countries. It alsoexamnedtheinteractioneffects of corruption
and instituional quality on economc grovihin the countries. These were wththe viewto
deter mning the influence of corruption through instituional quality on economic growh in

selected Vst Arican Countries.

Annual secondary data of 13 countries selected using data availabilityinsel ectingthe countries
covering the period from 1995 to 2014 were used Data on corruption perception index
instituional quality which were nmeasured by contrd of corruption regulatory quality,
governnent effectiveness, rue of law political stahbility and absence of vidence, voice and
accountahility, and Goss Donestic Product (GDP) were sourced from the publications of
Transparency I nternational (T); Wrld Governance Indicators ( WA ), while data on GDP were
sourced from World Developrent Indicators (WDI) of the world Bank Data collected were

anal ysed using tables, graphs; and panel vector auto-regressive (PVAR) nethods.

The results showed that the trend of corruption inselected Wst African Countries were not
stable duringthe period of the study. For exanple, corruption was highin countries like Benin
republic, Burkina Faso, Caneroon and Cape Verde bet ween 1995 and 2005; it fluctuated
downwardinthe year 2010 and later risingin 2011 through 2014. Trend of corruptionrose at
different rates in countries like Guinea, Liberia Mauritius, N geria Senegal, Serra Leone, and
Togot hroughout t he period of t he study. The resutsalsoshowedt hat t here were negativei npact

of corruptionthrough rule of lawon economc grow h (t =-0.6897, p>0. 05); positivei npact of
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corruptiont hroughregulatory quality on economc growt h(t =0.3258 p>0. 05); positivei npact

through contrd of corruption on economc grovith

(t =0.5560, p>0.05); negativei npact t hrough voice and accountability oneconomc grow h(t =
-1 2137, p>0.05); negative i npact through governnent effecti veness on economc growth (t =-
19825, p<0.05); and a positive i npact through political stahility and absence of vidence on
economc growh (t = 2 2134, p<0.05 over the period of study. In these results, only
governnent effectiveness and political stability and absence of vidence were statistically
significant while other variables were not statistically significant. This suggests that their
i npacts on econonic growh were mni mal. Further nore, the overall resuts showed that
corruption has a negative i mpact through institutional quality on economc growh over the

period 1995 to 2014 by 1.12 percentage poi Its.

Moreover, results of interaction of corruption with institutional quality showed that there is
negative relaionship between contra of corruption and economc grovih(t =-0.1851, p>0. 05);
regu atory quality has a negative relationshi p wth economc growth(t =-12360, p>0.05); while
a positive relationship exist bet ween political stability and economc growh  (t = 38939,
p<0.05). Hnally, the aggregate results of i nteraction effect of corruption andinstitutional quality
on econonmc grow h showed that corruption has a negative effect on econonic growt h by 0. 14

percentage poi nts over the period 1995to 2014

The study found that corruption has a negative influence through instituional quality on

economc growth in selected Wést African Countries.
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CHAPTER ONE
11 BACKGROUND TO THE STUDY

Corruption has been defined by severa authorsin different ways. Accordingto Macrae
(1982), corruptionis defined as an arrange nent that i nvol ves an exchange bet weent wo parties
(the de mander and the supplier) which has an influence on the allocation of resources either
i mmediatelyor inthe future; andinvol ves the use or abuse of public or collecti ve responsi bility
for private ends.

Corruptionexistsinvirtuallyall sectors of the economy. Itisalsofoundineverysociety,
anmongtherich the poor,the highandthelow thereligous organizations and political scene all
over the world ( Vst African Countries included). Sone researchers who studied corruption-
growt hrelaionshi p have shown that corruption can hinder grow h For exanple, studies such as
Mauro (1995); Wi (1997); and M (2001), have shown that corruption creates social -pdlitical
instahilitythat creates uncertainty whichlowers productivity and economc growth In contrast,
sone ot her studies pose that corruption canspur grow h (see Leff, 1964; Huntington 1968 and
Becker and Maher, 1986). These studies argued that those critidzng corruption often failedto
have in mnd bureaucracies that are working to pronote economc developrent. But if
governnents are pri marilyinterestedinreaching ot her goals such as stayingin contrd and self-
enrichnent, a re-eval uation of the effects of corruption may be warranted Briberythen all ows
entrepreneurs to gai ninfluence onthe decision- maki ng process which fosters economc grow h

by reduci ng uncertai nty and supporting the i nnovative activities of ertrepreneurs.

Since Acenoglu Johnson and Robinsoris ( AJR 2001) se mnal paper supportingthe link
bet ween instituions and devel opnent, the debate over the roe of institutions on economc

growt h has spurred noreresearches. Those who are critics of i nstitutionalis mare perhaps better
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represerted by Jeffrey Sachs (2003), who has e nphasized the prevalence of ecology and
geography over i nstitutions ineconomc devel opment. Nevertheless, folow ng D anond (1997),
one could propose what Acenpgluy Johnson and Robinson (2002a) call a “sophisticated
geography hypothesis” which clai ns that geography mmtters but in a tine varying way.
Accordingto North (1990, p. 3), “Institutions are the rules of the gane ina society or, nore
for nally, are the hunanly devised constraints that shape hunan interaction” He goes on to
e nphasizethe keyi nplications of i nstitutions since, “Inconsequencetheystructureincentivesin

hunman exchange, whether pditical, social, or economc.”

Broad y viewed, corruptionin governance especiallyin Africais nmanifested byt he l ong
list of dictatoria leaders, non-free media and unde nocratic elections. Accordingto Jespersen
(1992), Africa perfor med well inthe early years of its independence, but failedto perfor mas
expected beyond 1973 as the region is now characterized by low growth rates, declining
agricutural production stagnating manufact uring risingi nports, andrapi dly expandi ng exter nal
delits.

Additionally, the region has had nmany coups, civil unrests, ethnic vidence; and
wi despread bureaucratic corruption alongside admnistrative inefficiency, and institutional
ineptitude. Corruption has been identified as one of the bi ggest obstacles to Africa’s social,
economc and political developnent due toits negative effects onthe continent’s stability. In a
report presentedin Septe nber (2002), the African Union ( AU esti nated that corruption costs
African econonies in excess of US$148 hillion a year; both direct and indirect costs of
corruption not onlyrepresent 25 percent of Africa’s GDP but alsoincreasethe cost of goods by
as rmuch as 20 percert. Itisinrecognition of thesefactsthat the AU Assembly of Heads of State

and Governnent, in Juy 2003 adopted the AU Convention on preventing and conbating
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corruption which principally ai ns at establishing effective neasures and actions that prevert,
detect, punishand eradicate corruptionandrel ated offencesin Africa Aso, the New Partnership
for Africa’s Developnent (NEPAD Action Plan, which calls for setting up a coordinated
mechanismto combat corruption in Africa is examned However, efforts nade to conbat
corruption are not successfu because corruption is increasing on yearly basis in African

Countries.

The general consensus among econonsts and policy anal ysts at the World Bank, the
Inernational Monetary Fund (I MF), and other irternational agencies isthat corruptionis a
uni versal problem but with nore debilitating effects felt in e nerging and devel opi ng countries,
such as those found in West African Countries. Policy experts and ot her i nternati onal agencies
rank public sector corruption or the use of public office for personal gain as a najor constraint
that has hindered Africa’s economc, political, and socia developnent [see Kitgaard (1998),

Gray and Kauf mann (1998), Mwuro (1998 1995), and \bgl (1998 2004)].

Accordingto Transparency International (), corruptionin Africa has been esti natedto
siphon about 20to 30 percentage of funding from basic service provision. Additionally, nany
foreign newspapers and studies have reported that African leaders extract billions of dollars
every year fromtheir economecally strapped countries ( Oyedoyin 2012). In 1991, United
Nations esti mated that the ruling elites drained more than $200 billion out of Africa Ayittey
(2002) and Lawal (2007) agreedthat this sum was nore than half of Africanforeign debt, and
that it exceededthe amount of foreignaidto Africa They alsoarguedthat Africanleaders were
self-aggrandizers and self-perpetuators who subvert and debauch every key instituion of

governnent toserve their needs and nat that of their people.
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Not only does corruption lead to unnecessary misallocation of their scarce resources, but it is
alsoa persistert problemfor theregion For exanple inatest of 27 Sub- Saharan countries from

1984 to 2006, Bssessar (2009) found that the percentage of courtriesinthe
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