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Abstract

Corruption 1s a structural impediment to sustainable economic growth,
particularly in developing regions such as North Africa. This study investigates
the impact of corruption on economic growth in five North African countries:
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Algeria, Tunisia, Morocco, Egypt, and Libya, over the period from 2005 to 2020,
using panel data techniques.

A Random Effects model was applied, with robust standard errors estimated
using the Driscoll-Kraay method to correct for heteroskedasticity,
autocorrelation, and cross-sectional dependence. The independent variables
include the Corruption Perceptions Index (CPI), trade openness, foreign direct
investment (FDI), and the Human Development Index (HDI).

The empirical findings show a statistically significant negative effect of
corruption on economic growth. Specifically, a 1 percent increase in the CPI,
indicating lower corruption, is associated with a 5.8 percent increase in GDP per
capita. Additionally, human development has a strong positive influence on
growth, while FDI and trade openness exhibit negative effects, likely due to
institutional inefficiencies and weak governance structures.

These results support existing literature that identifies corruption as a major
obstacle to economic performance. The study recommends comprehensive
institutional reforms, improved transparency, and targeted anti-corruption
policies to enhance long-term development in North African economies.

Keywords: Corruption, Economic Growth, North Africa, Panel Data, Driscoll-
Kraay, CPI.
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