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Introduction: Corruption, as a deterrent to equitable de-
velopment, is recognized as a contentious issue in the
field of institutional quality and political economy.
The literature on the impact of corruption on economic
growth often addresses the issue that corruption has had
anegative impact on economic growth and development.
But some economists believe that corruption has had a
positive effect on economic growth. The purpose of this
study is to investigate the impact of corruption on human
development in the long and short term for developing
Islamic countries during the period of 2000 to 2017.
Method: The method of this study is the use of panel sta-
tistical data based on the Pooled Mean Group (PMG)
model. The corruption index used in this study is the cor-
ruption control index introduced by the World Bank. The
control variables in this study include trade openness and
economic growth.

Finding: The results showed that in the long run, the cor-
ruption reduction index has improved the human devel-
opment index. But in the short run, this index has had a
positive effect on the human development index in the
selected countries.

Discussion: The negative impact of corruption on hu-
man development shows that corruption hinders the im-
provement of human development indicators, which are
education, health, and economic growth in the long run.
Therefore, policymakers must adopt the necessary poli-
cies to reduce corruption in order to improve the status
of the human development index and therefore human
welfare.
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Extended abstract

Introduction: Corruption means the misuse of public resources for personal gain,
which reduces economic growth, and consequently, development in any country.
For example, corruption decreases by reducing foreign and domestic investment,
increasing inflation, increasing rent-seeking activities, lack of optimal allocation
of resources and upsetting the market balance, reducing tax revenues, increasing
income inequality, poverty, increasing infant mortality, and higher inequality in
education quality, leading to human development (Emara, 2020). Corruption also
disrupts the allocation of public resources, as corruption diverts public resources
from infrastructure investments that benefit the poor such as schools and hospi-
tals, to centralize capital, because through the purchase of equipment, there are
more opportunities for bribes will be provided. Corruption also affects the quantity
and quality of education and health services that are essential to building human
capital. Because it reduces the corruption of resources available to provide social
services, including education. Also, if there is bribery when hiring and promoting
teachers, the quality of education will decrease. Corruption affects the govern-
ment’s ability to increase access to education.

Corruption may also worsen the quality of health care, as patients suffer from inad-
equate treatment and lack of medicine, and access to health care may be limited or
delayed in order to receive bribes from health care providers (Gupta et al., 2000).
So opponents of the theory of corruption believe that corruption causes poverty
and disrupts the allocation of public resources, and it has a negative impact on
health and education (Aidt, 2010; Campos et al., 2010). Corruption has direct and
indirect negative effects on human development. First, corruption can affect hu-
man development by slowing economic growth, and second, it shifts government
investment from basic sectors, such as health and education to non-productive
sectors (Emara, 2020).

On the other hand, proponents of the positive impact of corruption on the econo-
my believe that corruption facilitates trade and can increase economic growth by
stimulating entrepreneurship and productivity, and by helping the private sector to
avoid a very deterrent regulatory environment (Palash, 2018). The hypothesis of
the effect of human development on corruption is based on the fact that if citizens
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have a higher standard of living, life expectancy, and better education, they will
be less prone to corruption. The level of human development may affect the level
of corruption in a society because the general lack of awareness of political rights,
and restrictions on access to the judiciary are likely to prevent the poor people
from recognizing responsibility of politicians and government (Mazllami , 2019).

Methods: In order to investigate the impact of corruption on human development
and in the short and long term, the Pooled Mean Group model (PMG) was used.
The form of the error correction patterns will be as follows:

()
Aln HDL=a+3" bA InHDI +3" ¢, Aln GDPP, +3" d AInCOR, +¥" e

i=0"2i 5

A lnTRADEit_j-FZn“i:O h Aln G, 7, InHDL_+y, InGDPP,_+y, InCOR, _ +v,InG,
+y, INnTRADE, +&

Wherein LCOR is the corruption control index introduced by the World Bank. The
HDI Human Development Index was collected from the United Nations website.
The LGDPP also represents the fixed GDP per capita in 2010, the data of which
were collected from the World Bank. LG refers to the size of government (the ra-
tio of government spending to GDP). This index is also collected from the World
Bank. LTRADE, also a trade openness index obtained from the ratio of total ex-
ports and imports to GDP, compiled by the World Bank. Bs represent the estimated
coefficients in the long run, and & are known as error of distributions in both mod-
els. t represents time, and i represents countries. Also a and o are intercep of model
1,2, and bj, Cyr dj, €, Yy ¥p» ¥, Vsoand v .are coefficient of model 1.
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Finding
Table 1 estimation results
HDI INDEX Variable
1189/0
(LGDP)
(8798/8)
0064/-0
(000/0) (LG)
(2695/1-)
0213/0
(LTRADE)
(3193/4)
0832/0 (LCORWDI)
(7777/5)
- (LHDI)
2241/0-
ECM
(1170/2-)
-0124/0
ALCOR
(8943/2-)
0068/0-
ALG
(6451/0-)
0490/0
ALGDPP
(3190/1)
0144/.0
ALTRADE
(9140/1-)
- ALHDI
3362/0- C
(0510/2-)
0008/0 Trend
ren
(9510/0)

Source :Research Findings ,The numbers in parentheses represent the t .statistic.
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Based on table 1, in the long run, the impact of corruption index on human de-
velopment was positive. The impact of logarithm of GDP has positive impact on
human development. The impact of logarithm of government consumption on hu-
man development were negative. However, the result of corruption index on hu-
man development was negative in short run. The impact of human development
on corruption index was also negative in short run.

Discussion: The effect of corruption control index, which means reduction of corrup-
tion, on human development index, is positive and significant in the long run. On the
other hand, the effect of the corruption control index in the short run has been negative
and statistically significant. In other words, in the short run, corruption has improved
the status of the human development index. On the other hand, the impact of the Hu-
man Development Index on reducing corruption has been positive in the long run and
negative in the short run. Therefore, it can be concluded that in the short term, due to
corruption and bribery, people have been able to have better access to health services
and education, and people have been able to achieve greater prosperity by circumvent-
ing $trict and cumbersome laws. But in the long run, corruption has had a negative
impact on the economic and infrastructure sectors, and appropriate policies need to
be put in place to reduce corruption. On the other hand, the positive impact of human
development in the long run on reducing corruption highlights the need to fight corrup-
tion. The negative impact of human development on reducing corruption in the short
term can be due to the increase in the ability of individuals to pay bribes due to the
improvement of the welfare of individuals and the lack of improvement of institutional
quality in the short term with the improvement of human development.
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