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ABSTRACT

Political corruption remains one of the most key challenges facing economic development in
Nigeria. Despite the Nigeria’s abundant natural resources and economic potential, sustainable
growth has been hampered by weak institutional governance and persistent corruption
embedded inside the political and administrative systems. This study investigates the relationship
between political corruption and Nigeria’s economic performance using empirical method via
the use of annual time-series data covering the period 1996-2024. Data was obtained from
international development databases and national statistical sources. This study examined the
relationship between corruption and economic growth by applying a number of econometric
methods to the data. The Augmented Dickey—Fuller (ADF) test was first applied to check
whether the time-series variables were stationary. After this step, regression analysis was
carried out to estimate how corruption and other macroeconomic variables influence economic
growth. Additional diagnostic tests were also conducted to examine the stability and reliability of
the model. The estimation results show that the corruption perception index (CPI) has a negative
coefficient of —0.59 with a t-value of —3.21 and a probability level of 0.003. This indicates that
higher levels of corruption are associated with lower economic growth in Nigeria. By contrast,
foreign direct investment (FDI) records a positive coefficient of 0.41 (t = 2.18, p = 0.032),
suggesting that inflows of foreign capital contribute positively to economic performance.
Government expenditure (GEX) also appears to support economic activity, with a coefficient of
0.25 (t = 1.94, p = 0.048). However, the unemployment rate (UNEMP) shows a negative
coefficient of —0.43 (t = —2.36, p = 0.022), indicating that higher unemployment levels place
pressure on economic growth. Further diagnostic checks were carried out to ensure that the
regression results were reliable. The ADF unit root test indicates that the variables become
stationary after first differencing, while the CUSUM stability test shows that the estimated model
remains stable over the study period. These findings highlight the importance of improving
governance structures, increasing transparency in the management of public funds, and
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strengthening anti-corruption measures in order to support sustainable economic development in
Nigeria.

KEYWORDS: Political Corruption, Economic Growth, Governance, Nigeria, Foreign Direct
Investment, Institutional Quality.

1. INTRODUCTION

Corruption has been widely recognized as one of the most significant obstacles to economic
development, particularly in developing economies where institutional frameworks remain
relatively weak. In general terms, corruption refers to the abuse of public office for private gain
and commonly manifests through practices such as bribery, embezzlement, nepotism, and the
misappropriation of public resources (Rose-Ackerman & Palifka, 2016; Tanzi, 1998). These
practices distort economic incentives, undermine institutional credibility, and weaken
governance structures, ultimately hindering sustainable economic growth (Mauro, 1995;
Svensson, 2005).

Nigeria presents a compelling case for examining the relationship between corruption and
economic performance. Despite possessing abundant natural resources, particularly crude oil
reserves, and being one of the largest economies in Africa, the country continues to face
persistent development challenges. High unemployment rates, infrastructural deficits, and
widespread poverty remain major obstacles to economic transformation. Scholars and policy
analysts frequently attribute these challenges to systemic corruption within political and
administrative institutions (Ogundiya, 2010; Olaoye & Lawal, 2020).

Corruption affects economic development through several important channels. First, corruption
discourages both domestic and foreign investment by increasing uncertainty and transaction
costs within the business environment. Investors often perceive corrupt systems as risky due to
weak contract enforcement, bureaucratic inefficiencies, and the prevalence of informal payments
required to obtain permits or licenses. As a result, investment inflows may decline, limiting
economic expansion and industrial growth (Wei, 2000; Aidt, 2009).

Second, corruption leads to inefficient allocation of public resources. Government funds
intended for critical sectors such as infrastructure development, education, and healthcare may be
diverted into private accounts or allocated to projects that offer greater opportunities for rent-
seeking. This reduces the effectiveness of public spending and undermines the government's
ability to stimulate economic development (Gupta, Davoodi, & Alonso-Terme, 2002; Tanzi,
1998).

Third, corruption weakens institutional quality and reduces public trust in governance structures.
Strong institutions play a vital role in promoting economic growth by ensuring transparency,
accountability, and effective implementation of economic policies. When corruption becomes
widespread, institutional effectiveness declines and economic policies fail to achieve their
intended outcomes (North, 1990; Acemoglu & Robinson, 2012).

Empirical studies have consistently identified corruption as a major impediment to economic
growth in developing countries (Mauro, 1995; Mo, 2001). Similarly, research has shown that
corruption discourages investment and increases transaction costs for businesses (Wei, 2000;
Aidt, 2009). In the Nigerian context, corruption has been linked to inefficient public expenditure
and weak governance structures that undermine economic development (Olaoye & Lawal, 2020;
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Ogundiya, 2010). Furthermore, institutional economists emphasize that the quality of institutions
plays a critical role in determining whether government spending and foreign investment
translate into meaningful development outcomes (Acemoglu & Robinson, 2012; North, 1990).

Given these concerns, understanding the relationship between corruption and economic
performance remains an important area of empirical research. This study therefore investigates
the impact of political corruption on Nigeria’s economic growth using time-series data covering
the period 1996-2024. By applying econometric techniques such as stationarity tests, regression
analysis, and stability diagnostics, the study provides empirical evidence on how corruption
influences Nigeria’s economic performance.

This paper’s contributions will add to the existing literature on corruption and economic
development while providing policy-relevant insights for improving governance and economic
performance in Nigeria.

2. Literature Review
2.1 Concept of Corruption

Corruption is commonly defined as the abuse of public office for private gain. It involves
practices such as bribery, embezzlement, nepotism, fraud, and the diversion of public resources
for personal benefit. These unwholesome practises affect economic incentives negatively and
weaken the effectiveness of governance institutions (Rose-Ackerman & Palifka, 2016; Svensson,
2005). When corruption becomes widespread, it weakens the ability of governments to allocate
resources efficiently and provide essential public services.

In many developing economies, corruption often occurs in public procurement processes,
regulatory frameworks, and political institutions. Such practices create inefficiencies in public
administration and reduce the effectiveness of economic policies. As a result, corruption can
significantly hinder sustainable economic development by diverting public funds from
productive investments into private hands (Tanzi, 1998; Treisman, 2000).

Scholars have also emphasized that corruption increases transaction costs and discourages
economic activities. Businesses operating in corrupt environments may face additional unofficial
payments and bureaucratic delays when seeking permits, licenses, or government contracts (Wei,
2000). Consequently, corruption reduces investment opportunities and slows economic growth.

In the Nigerian context, corruption has been widely recognized as a major challenge to
governance and economic development. Several works in literature have shown that several
failures in the society and poor infrastructure, inefficient public service delivery, and reduced
investor confidence are caused by endemic corrupton (Ogundiya, 2010; Olaoye & Lawal, 2020).
As a result, addressing corruption remains an essential component of Nigeria’s economic
development strategy.

2.2 Theoretical Framework

The relationship between corruption and economic growth can be explained through several
theoretical perspectives. Among the most widely discussed frameworks are rent-seeking theory
and institutional theory.

Rent-Seeking Theory
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Rent-seeking theory explains corruption as a process through which individuals or organizations
attempt to obtain economic benefits through political influence rather than productive economic
activities. According to this theory, economic actors compete for government favors, subsidies,
licenses, and contracts that generate economic rents (Krueger, 1974; Mauro, 1995).

In corrupt systems, firms and individuals may allocate resources toward lobbying or bribery
rather than investing in productive activities. This behavior reduces overall economic efficiency
and diverts resources away from productive sectors of the economy. Consequently, rent-seeking
activities contribute to slower economic growth and reduced economic productivity.

Institutional Theory

Institutional theory emphasizes the role of governance structures and institutional frameworks in
shaping economic performance. Institutions such as legal systems, regulatory frameworks, and
governance mechanisms play a critical role in ensuring transparency and accountability in
economic transactions (North, 1990).

According to institutional economists, strong institutions reduce uncertainty in economic
activities and promote investment by ensuring that rules and regulations are effectively enforced.
Corruption and corrupt practices are increased by weak institutional structures in government
when comapred with strong institutions(Acemoglu & Robinson, 2012). Institutional theory
therefore suggests that improving institutional quality is essential for reducing corruption and
promoting sustainable economic growth.

2.3 Empirical Literature

A substantial body of empirical research has examined the relationship between corruption and
economic growth. Early cross-country studies consistently found that corruption negatively
affects economic performance by discouraging investment and reducing institutional efficiency.
For example, Mauro (1995) demonstrated that corruption significantly reduces investment levels
and slows economic growth across countries. Similarly, Mo (2001) found that corruption
negatively influences economic growth by increasing political instability and reducing capital
accumulation.

Subsequent studies have continued to explore this relationship using advanced econometric
techniques. Méon and Sekkat (2005) examined whether corruption could sometimes facilitate
economic activity by bypassing bureaucratic inefficiencies, but their findings indicated that
corruption generally has a detrimental effect on economic growth. Aidt (2009) also concluded
that corruption reduces economic efficiency and weakens governance institutions.

In the African context, several empirical studies have documented the negative consequences of
corruption for economic development. Gyimah-Brempong (2002) found that corruption
significantly reduces economic growth and increases income inequality across African countries.
Similarly, Gupta, Davoodi, and Alonso-Terme (2002) reported that corruption increases poverty
levels and reduces government effectiveness.

Recent empirical studies conducted between 2024 and 2025 have continued to confirm the
negative relationship between corruption and economic growth. For instance, Olayemi and
Adediran (2024) analyzed corruption and economic growth in Nigeria using the ARDL
approach and found that corruption significantly reduces economic performance by weakening
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institutional effectiveness. Similarly, Akinwale and Olufemi (2024) reported that corruption
discourages foreign investment and reduces economic productivity in Nigeria.

A cross-country panel study conducted by Mensah and Adams (2024) examined corruption and
economic development across emerging economies and found that corruption significantly
reduces economic growth by increasing transaction costs and weakening governance systems.
Likewise, Ndlovu and Phiri (2024) investigated corruption and economic performance in
Southern African countries and concluded that corruption negatively affects investment inflows
and economic productivity.

More recent studies have also examined the interaction between corruption and institutional
quality. Okeke and Ibrahim (2025) found that corruption weakens institutional effectiveness
and reduces the impact of public expenditure on economic development in Nigeria. Similarly,
Bello and Mohammed (2025) reported that corruption contributes to inefficient allocation of
public resources and reduces the effectiveness of economic policies.

Another empirical investigation by Adebayo and Ojo (2025) using panel econometric
techniques found that corruption significantly reduces economic growth in developing countries,
particularly where governance systems remain weak. Similarly, Mensah and Boateng (2025)
concluded that corruption undermines economic productivity and reduces foreign investment
inflows across African economies.

Overall, the empirical literature consistently indicates that corruption has significant adverse
effects on economic growth and development. While some studies suggest that corruption may
temporarily accelerate bureaucratic processes in highly regulated environments, the prevailing
evidence shows that corruption ultimately undermines institutional performance and economic
development.

Despite the extensive literature on corruption and economic growth, there remains a need for
updated empirical analyses using recent macroeconomic data and modern econometric
techniques. This study therefore contributes to the existing body of knowledge by examining the
relationship between political corruption and economic performance in Nigeria using time-series
data covering the period 1996-2024.

2.4 Research Gap and Contribution of the Study

Despite the extensive body of literature examining the relationship between corruption and
economic growth, several gaps remain in the existing research. First, many earlier studies relied
on cross-country datasets or panel data analyses that may not adequately capture the specific
institutional and economic dynamics within individual countries such as Nigeria. While these
studies provide useful insights into the general relationship between corruption and economic
development, they often overlook country-specific governance structures and policy
environments that may influence economic outcomes.

Second, a significant portion of the empirical literature focuses on earlier time periods and does
not incorporate the most recent economic developments and governance reforms in Nigeria.
Over the past two decades, Nigeria has experienced several economic transformations, including
fluctuations in oil revenues, changes in public financial management systems, and the
introduction of various anti-corruption initiatives. Consequently, there is a need for updated
empirical studies that analyze more recent macroeconomic data in order to better understand the
contemporary relationship between corruption and economic performance.
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Third, some previous studies have examined corruption primarily in relation to investment or
institutional quality without simultaneously incorporating other key macroeconomic variables
such as government expenditure and unemployment. However, these factors play a critical role
in shaping economic growth and may interact with corruption in complex ways. Ignoring these
variables may therefore lead to incomplete or biased conclusions regarding the overall impact of
corruption on economic development.

In addition, many studies rely on simple econometric techniques that may not adequately address
issues related to time-series properties of macroeconomic data, such as non-stationarity and
model stability. The use of more rigorous econometric procedures, including stationarity testing
and diagnostic stability tests, is therefore necessary to produce reliable and robust empirical
results.

This study contributes to the existing literature in several important ways. First, it provides an
updated empirical analysis of the relationship between corruption and economic growth in
Nigeria using annual time-series data covering the period 1996-2024, which captures recent
economic and institutional developments in the country. Second, the study incorporates multiple
macroeconomic variables—including foreign direct investment, government expenditure, and
unemployment rate—in order to provide a more comprehensive analysis of the factors
influencing economic growth.

Third, the study employs rigorous econometric techniques, including the Augmented Dickey—
Fuller (ADF) unit root test, regression analysis, and model stability diagnostics, to ensure
the reliability and robustness of the empirical findings. By applying these analytical methods, the
study provides more precise evidence on the impact of corruption on Nigeria’s economic
performance.

Finally, the study offers policy-relevant insights that can inform governance reforms aimed at
improving transparency, strengthening institutional accountability, and promoting sustainable
economic development in Nigeria. Through these contributions, the study adds to the growing
body of empirical research on corruption and economic growth while providing a deeper
understanding of the challenges facing Nigeria’s economy.

3. METHODOLOGY
3.1 Research Design

This study adopts an ex-post facto research design, which is suitable for analyzing historical
macroeconomic data. The ex-post facto design allows the researcher to examine relationships
among Vvariables using previously recorded data without manipulating the variables under
investigation. This approach is appropriate for studies involving macroeconomic indicators such
as corruption indices, economic growth rates, foreign investment, and government expenditure.

3.2 Sources of Data

The study utilizes secondary data obtained from reputable international and national statistical
databases. Specifically, the data were sourced from:

1. World Bank World Development Indicators (WDI)
2. Transparency International Corruption Perception Index (CPI)
3. Central Bank of Nigeria (CBN) Statistical Bulletin
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These sources provide reliable macroeconomic indicators that are widely used in empirical
economic research.

The variables used in the analysis include:

Gross Domestic Product Growth Rate (GDPG)
Corruption Perception Index (CPI)

Foreign Direct Investment (FDI)

Government Expenditure (GEX)
Unemployment Rate (UNEMP)

This study employs annual time-series data covering the period 1996-2024. The variables
include GDP growth, corruption perception index (CPI), foreign direct investment (FDI),
government expenditure (GEX), and unemployment rate.

3.2.1 Dataset Description

The dataset used in this study covers the period 1996-2024, consisting of annual observations for
Nigeria. The selection of this period was influenced by the availability of consistent corruption
perception index data and macroeconomic indicators.

The dataset includes five key variables used in the econometric model:

Variable Description

GDPG  Gross Domestic Product Growth Rate (%)
CPI Corruption Perception Index

FDI Foreign Direct Investment (% of GDP)
GEX Government Expenditure (% of GDP)
UNEMP Unemployment Rate (%)

Table 3.1: Dataset Used for Econometric Analysis (1996-2024)
Year GDPG CPI FDI GEX UNEMP
1996 4.2 7 18 101 4.9
1997 3.3 8 1.7 105 5.0
1998 2.9 9 17 11.0 53
1999 1.0 10 1.9 115 59
2000 5.3 12 20 124 64
2001 4.4 14 22 127 6.7
2002 3.8 16 2.6 13.0 7.0
2003 104 16 2.8 132 75
2004 6.6 17 3.0 135 8.1
2005 6.5 19 3.1 140 86
2006 6.9 20 34 143 9.2
2007 6.4 22 3.6 146 9.8
2008 6.3 23 4.0 149 104
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Year GDPG CPI FDI GEX UNEMP
2009 6.9 24 38 150 111
2010 7.8 24 3.2 152 120
2011 4.9 25 3.0 155 127
2012 6.7 27 29 159 133
2013 5.4 27 2.6 16.0 139
2014 6.3 27 24 16.2 145
2015 2.7 26 2.0 165 165
2016 -1.6 28 1.8 16.8 18.0
2017 0.8 27 19 17.0 20.6
2018 1.9 27 1.7 171 226
2019 2.2 26 16 175 231
2020 -1.8 25 14 182 271
2021 3.6 24 15 185 30.0
2022 3.3 24 1.2 191 333
2023 2.9 25 13 192 325
2024 3.2 26 1.3 194 32.0

Source: World Bank World Development Indicators (2024), Transparency International
Corruption Perception Index (2024), and Central Bank of Nigeria Statistical Bulletin (2024).

3.3 Model Specification

To examine the relationship between corruption and economic growth, the econometric model is
specified as follows:

GDP= By + p1CPI+ BoFDI+ B:GEXi+ BiUNEMP; + &
Where:
GDP; = Gross Domestic Product growth rate at time t
B0 = Constant term (intercept of the model)
B1,B2,83,p4 = Parameters to be estimated
CPI; = Corruption perception index at time t
FDI; = Foreign direct investment at time t
GEX; = Government expenditure at time t
UNEMP; = Unemployment Rate at time t

e = Error term capturing other factors affecting economic growth not included in the
model

3.4 Data Analysis Techniques

To analyze the relationship between corruption and economic growth in Nigeria, several
econometric techniques were employed.
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Descriptive Analysis

Descriptive statistics were first used to summarize the characteristics of the dataset. These
statistics include measures such as the mean, standard deviation, minimum value, and maximum
value of the variables.

Unit Root Test (ADF)

The Augmented Dickey—Fuller (ADF) test was used to examine the stationarity properties of
the time-series variables. Stationarity testing is necessary to avoid spurious regression results and
ensure the validity of the econometric analysis.

Regression Analysis

Regression analysis was applied to estimate the impact of corruption and other macroeconomic
variables on economic growth in Nigeria. The regression model estimates the relationship
between the dependent variable (GDP growth) and the explanatory variables.

Diagnostic Tests

To verify the reliability of the estimated model, several diagnostic tests were conducted,
including:

® CUSUM stability test
® Residual normality test
® Serial correlation test

These tests help ensure that the econometric model satisfies the statistical assumptions required
for valid inference.

3.5 Methodological Framework

The methodology flowchart illustrates the sequential procedures followed in this study to
examine the relationship between political corruption and economic growth in Nigeria. The
analytical process begins with data collection, where annual time-series data covering the period
1996-2024 were obtained from credible sources such as the World Bank, Transparency
International, and the Central Bank of Nigeria.

Following data collection, the next step involves stationarity testing using the Augmented
Dickey—Fuller (ADF) test. This test is conducted to determine whether the time-series variables
are stationary. Stationarity is important in time-series econometric analysis because non-
stationary data can lead to spurious regression results.

After confirming the stationarity properties of the variables, the study proceeds to regression
analysis in order to estimate the relationship between corruption and economic growth. The
regression model incorporates key macroeconomic variables including foreign direct investment
(FDI), corruption perception index (CPI), government expenditure (GEX), and unemployment
rate (UNEMP) to examine their effects on economic growth.

The flowchart further shows that these explanatory variables influence the unemployment rate
and overall economic performance, which ultimately determines economic growth. In order to
ensure the reliability of the estimated model, several diagnostic and stability tests are conducted.
These include model stability tests, residual diagnostics, and the CUSUM stability test, which
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help confirm that the model satisfies the statistical assumptions required for valid econometric
inference. Overall, the methodology flowchart provides a clear visual representation of the
analytical framework used in the study, showing the logical progression from data collection to
econometric estimation and diagnostic evaluation.

’ Data Collection ‘

l

{ Stationarity Testing (ADF Test) ‘

l

Regression Analysis

. v !

l Foreign Direct

Corruption Perception Government
Index (CPI) Expenditure (GEX)

v

Investment (FDI)

[ Unemployment Rate

l

Economic Growth

! ! I

Model Stability Tests Residual Diagnostics CUSUM Test

Figure 3.1: Methodology Flowchart of the Study.
4. Results and Discussion

The empirical analysis of the relationship between political corruption and economic
performance in Nigeria reveals important insights into the dynamics between governance quality
and economic development. The results obtained from the econometric analysis indicate that
corruption exerts a significant negative effect on economic growth, while foreign direct
investment and productive government expenditure contribute positively to economic expansion.

4.1 Trend Analysis of Economic Growth

The time-series behaviour of Nigeria’s GDP growth rate is illustrated in Figure 4.1, which
shows fluctuations in economic performance over the study period.
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GDP Growth Time Series (Used for ADF Stationarity Testing)
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Figure 4.1: GDP Growth Time Series Used for Stationarity Testing

The graphical representation reveals periods of relatively strong economic performance between
the early 2000s and mid-2010s, followed by episodes of economic contraction such as the
recession experienced in 2016 and the slowdown associated with global economic shocks around
2020. These fluctuations highlight the vulnerability of Nigeria’s economy to both domestic
governance issues and external economic pressures. The presence of visible trends and volatility
in the series further justifies the need for stationarity testing using the Augmented Dickey—Fuller
(ADF) procedure.

The ADF test results confirm that the variables become stationary after first differencing, thereby
validating their suitability for further econometric modelling.

4.2 Regression Relationship Between Corruption and Economic Growth

The regression results examining the relationship between corruption and economic performance
are illustrated in Figure 4.2, which compares the actual GDP growth rate with the fitted values
predicted by the regression model.
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ARDL-style Regression Fit (Actual vs Fitted GDP Growth)
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Figure 4.2: ARDL Regression Fit (Actual vs Fitted GDP Growth)

The close alignment between the actual and fitted values indicates that the regression model
captures a significant portion of the variations in Nigeria’s economic growth. The negative
coefficient associated with the corruption perception index confirms that higher corruption levels
are associated with lower economic growth.

This finding aligns with the theoretical predictions of rent-seeking theory and institutional
economics, which suggest that corruption distorts economic incentives and reduces overall
economic efficiency. In environments where corruption is prevalent, economic actors may
allocate resources toward unproductive activities such as bribery and influence-seeking rather
than productive investment.

4.3 Model Stability Analysis

To verify the reliability of the estimated model, a stability test using the cumulative sum
(CUSUM) of recursive residuals was conducted. The results are shown in Figure 4.3.

https://saarj.com
25



ACADEMICIA: An International Multidisciplinary Research Journal

ISSN: 2249-7137 Vol. 16 Issue 3, March, 2026 SJIF 2022=8.252
A peer reviewed journal

CUSUM Stability Test Plot
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Figure 4.3: CUSUM Stability Test

The CUSUM plot indicates that the cumulative residuals remain within the acceptable stability
boundaries over the sample period. This suggests that the estimated model is stable and that the
regression parameters remain consistent over time. The stability of the model strengthens the
reliability of the empirical findings and supports the validity of the estimated relationship
between corruption and economic growth.

4.4 Autocorrelation Diagnostics

The autocorrelation properties of the GDP growth series are presented in Figures 4.4 and 4.5,
which display the autocorrelation function (ACF) and partial autocorrelation function (PACF)
plots.

The autocorrelation structure of the GDP growth series is illustrated in Figure 4.4.
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ACF Correlogram of GDP Growth
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Figure 4.4: Autocorrelation Function (ACF) Plot
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Figure 4.5: Partial Autocorrelation Function (PACF) Plot

The ACF and PACF plots help identify the lag structure of the time series and confirm the
suitability of the autoregressive distributed lag (ARDL) modelling approach. The gradual decay
observed in the autocorrelation coefficients suggests that the GDP growth series exhibits
temporal dependence, which justifies the inclusion of lagged variables in the econometric
specification.

4.5 Residual Diagnostics
The distribution of the regression residuals is presented in Figure 4.6.
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Residual Distribution for Regression Model
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Figure 4.6: Residual Distribution of the Regression Model

The histogram of residuals indicates that the residuals are approximately normally distributed
around zero. This confirms that the regression model satisfies the assumption of normality,
which is essential for reliable statistical inference in econometric analysis.

4.6 Dynamic Relationship Between Corruption and Economic Growth

The dynamic interaction between corruption and economic growth is illustrated in Figure 4.7,
which depicts the response of GDP growth to changes in the corruption perception index.

Dynamic Response of GDP Growth to Changes in Corruption Index
2
0-

2

—8 -
T T T T T T T
1995 2000 2005 2010 2015 2020 2025
Year

Figure 4.7: Dynamic Response of GDP Growth to Changes in Corruption

Response

https://saarj.com
28



ACADEMICIA: An International Multidisciplinary Research Journal

ISSN: 2249-7137 Vol. 16 Issue 3, March, 2026 SJIF 2022=8.252
A peer reviewed journal

The dynamic response analysis indicates that increases in corruption tend to generate negative
adjustments in economic growth over time. This outcome reinforces the argument that corruption
weakens institutional capacity, discourages investment, and reduces economic productivity.

4.7 Interpretation of Findings

Overall, the empirical results demonstrate that corruption significantly undermines Nigeria’s
economic performance. Higher corruption levels reduce investor confidence and lead to
inefficient allocation of public resources. As corruption increases, government funds intended for
infrastructure development, education, and healthcare may be diverted toward private interests,
thereby reducing the effectiveness of public spending.

Conversely, increases in foreign direct investment and productive government expenditure are
associated with improvements in economic growth. Foreign investment introduces capital
inflows, technology transfer, and managerial expertise that enhance economic productivity.
Similarly, effective government spending on infrastructure and human capital development
contributes to economic expansion.

However, the benefits of these economic drivers can be significantly constrained when
corruption remains pervasive. Consequently, strengthening institutional accountability and
enforcing anti-corruption policies are critical steps toward improving Nigeria’s economic
performance and long-term development prospects.

4.8 Empirical Results Tables
4.8.1 Descriptive Statistics

Descriptive statistics provide a summary of the basic characteristics of the variables used in the
analysis. These statistics include the mean, standard deviation, minimum, and maximum values
of the variables, which help to understand the distribution and variability of the data. Table 4.1
presents the descriptive statistics of the variables used in the econometric analysis, including the
mean, standard deviation, minimum, and maximum values.

Table 4.1: Descriptive Statistics of VVariables

Variable Mean Std. Dev. Min Max

GDPG 432 274 -1.8 10.4

CPI 21.24 6.82 7 28

FDI 2.37 0.89 1.2 4.0

GEX 15.23 2.75 10.1 19.4

UNEMP 14.61 8.74 49 333

Source: Author’s computation using World Bank (2024), Transparency International (2024), and
CBN (2024).

4.8.2 Correlation Matrix

The correlation matrix measures the degree of association between the variables used in the
regression model. The values range between -1 and +1, where positive values indicate a direct
relationship and negative values indicate an inverse relationship.
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Table 4.2: Correlation Matrix

Variables GDPG CPlI FDI GEX UNEMP
GDPG  1.000 -0.52 0.41 0.37 -0.48
CPI -0.52 1.000-0.21 -0.18 0.45
FDI 0.41 -0.21 1.0000.33 -0.27
GEX 0.37 -0.18 0.33 1.000-0.12
UNEMP -0.48 0.45 -0.27 -0.12 1.000

The results indicate that corruption (CPI) is negatively correlated with economic growth, while
foreign direct investment and government expenditure show positive correlations with GDP
growth. Unemployment exhibits a negative association with economic performance.

Table 4.3 presents a summary of the major empirical findings obtained from the econometric
analysis of the relationship between political corruption and economic growth in Nigeria.

Table 4.3: Estimated Regression Results

Variable Coefficient Statistic Probability Interpretation

Corruption Perception Index -0.59 3921 0.003 Corruptl_on significantly reduces
(CPD) economic growth

Foreign Direct Investment 0.41 218 0.032 FDI positively contributes to economic
(FDI) growth

Government  Expenditure 0.25 194 0.048 Productive government spending
(GEX) promotes growth

Unemployment Rate i High unemployment reduces economic
(UNEMP) 0.43 2.36 0.022 performance

Table 4.4: Augmented Dickey—Fuller (ADF) Unit Root Test Results
Variable ADF Statistic Order of Integration

GDP Growth -4.62 I(1)
CPI -4.21 I(1)
FDI -3.97 I(1)
GEX -3.85 I(1)
UNEMP -4.02 I(1)

The ADF test results indicate that all variables become stationary after first differencing. This
confirms that the variables are integrated of order one, 1(1), and therefore suitable for time-series
econometric analysis.

Table 4.5: Diagnostic and Stability Test Results
Test Result
CUSUM Stability Test Model Stable
Residual Normality =~ Normally Distributed
Serial Correlation None Detected
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The diagnostic tests confirm that the estimated model is statistically reliable and stable over the
sample period.

Key Empirical Insights

The econometric analysis produced several important findings:

® Corruption has a statistically significant negative effect on Nigeria’s economic growth.
Foreign direct investment positively influences economic performance.

Government expenditure supports economic growth when efficiently allocated.

High unemployment constrains economic expansion.

The econometric model satisfies diagnostic and stability tests, confirming the reliability
of the results.

4.9 Discussion

The empirical results obtained from the econometric analysis provide strong evidence that
political corruption significantly undermines Nigeria’s economic performance. The regression
results indicate that the corruption perception index (CPI) has a negative and statistically
significant coefficient of —0.59 with a t-statistic of —3.21 and probability value of 0.003,
suggesting that increases in corruption are associated with reductions in economic growth. This
finding implies that corruption weakens institutional efficiency, discourages productive
investment, and diverts public resources away from development-oriented projects.

One important mechanism through which corruption affects economic performance is the
erosion of investor confidence. When corruption becomes widespread within political and
administrative systems, investors may face unpredictable regulatory processes, higher transaction
costs, and informal payments required to secure business permits or government contracts. Such
conditions discourage both domestic and foreign investment, ultimately limiting economic
expansion and job creation.

The results of the analysis also reveal that foreign direct investment (FDI) has a positive
coefficient of 0.41 with a t-statistic of 2.18 and probability value of 0.032, indicating that
foreign investment contributes positively to economic growth in Nigeria. This finding highlights
the important role of international capital inflows in supporting economic development. Foreign
direct investment often brings technological transfer, managerial expertise, and increased
productivity, which can stimulate economic activity and enhance industrial development.

Similarly, government expenditure (GEX) exhibits a positive coefficient of 0.25 with a t-
statistic of 1.94 and probability value of 0.048, suggesting that productive government
spending has a positive impact on economic growth. Public investment in infrastructure,
education, and social services can improve economic efficiency and create an enabling
environment for business and investment. However, the benefits of such spending may be
reduced when corruption leads to resource misallocation or project inefficiencies.

In contrast, the analysis shows that the unemployment rate (UNEMP) has a negative
coefficient of —0.43 with a t-statistic of —2.36 and probability value of 0.022, indicating that
high unemployment significantly constrains economic growth in Nigeria. Rising unemployment
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reflects structural weaknesses in the economy, including limited industrial capacity and
insufficient job creation, which can further slow economic development.

The diagnostic tests conducted in the study support the reliability of these results. The ADF unit
root test confirms that all variables become stationary after first differencing, while the
CUSUM stability test indicates that the estimated model remains stable throughout the
sample period. In addition, the residual diagnostic tests show that the residuals are
approximately normally distributed and that there is no evidence of serial correlation. These
results confirm the robustness and validity of the estimated econometric model.

Overall, the findings of this study reinforce the argument that corruption represents a major
obstacle to Nigeria’s economic development. While foreign direct investment and government
expenditure can stimulate economic growth, their positive effects may be significantly
undermined in environments where corruption remains pervasive. Consequently, reducing
corruption and strengthening institutional governance are essential steps toward improving
Nigeria’s economic performance and long-term development prospects.

5. Conclusion and Recommendation
5.1 Conclusion

This research explores the relationship between political corruption and Nigeria’s economic
performance using annual time-series data spanning 1996 to 2024. To examine this relationship,
the study applies several econometric procedures, including the Augmented Dickey—Fuller
(ADF) unit root test, regression analysis, and model stability diagnostics.

The empirical analysis provides several observations regarding the properties of the data. The
ADF unit root test indicates that the variables become stationary after first differencing, which
means they are integrated of order one, I(1). This outcome suggests that the dataset satisfies the
conditions required for reliable time-series econometric analysis.

Second, the regression analysis shows that the corruption perception index (CPI) has a
negative and statistically significant coefficient of approximately —0.59, with a t-statistic of
—3.21 and probability value of 0.003. This finding indicates that higher levels of corruption
significantly reduce economic growth in Nigeria. The result implies that corruption weakens
institutional performance, discourages investment, and leads to inefficient allocation of public
resources.

The estimation results further indicate that foreign direct investment (FDI) is positively
associated with Nigeria’s economic growth. The coefficient for FDI is approximately 0.41, with
a t-statistic of 2.18 and a probability value of 0.032, suggesting that increased foreign investment
contributes to improved economic performance. In the same way, government expenditure
(GEX) records a positive coefficient of about 0.25, with a t-statistic of 1.94 and a probability
value of 0.048. This suggests that when public spending is directed toward productive sectors
and managed efficiently, it can support economic expansion.

However, the results show that the unemployment rate (UNEMP) has a negative coefficient of
approximately —0.43, with a t-statistic of —2.36 and probability value of 0.022, indicating that
high unemployment significantly constrains economic growth in Nigeria.

Furthermore, the diagnostic tests conducted in the study confirm the robustness of the estimated
model. The CUSUM stability test indicates that the model remains stable over the sample
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period, as the recursive residuals remain within the critical bounds. In addition, the residual
distribution analysis shows that the regression residuals are approximately normally
distributed, suggesting that the econometric model satisfies the key assumptions required for
reliable statistical inference.

Overall, the findings of this study provide strong empirical evidence that corruption significantly
undermines Nigeria’s economic performance. The results indicate that increasing corruption
reduces economic growth, while improvements in foreign investment inflows and effective
government expenditure contribute positively to economic development. These findings
underscore the critical importance of strengthening governance institutions and implementing
effective anti-corruption policies.

In light of these findings, the study recommends strengthening anti-corruption agencies,
improving transparency in public financial management, promoting digital governance systems,
and enhancing judicial independence to ensure effective enforcement of anti-corruption laws.
Such reforms are essential for improving institutional efficiency, attracting investment, and
promoting sustainable economic growth in Nigeria.

5.2 Recommendation

Future research may extend the analysis by incorporating additional institutional indicators and
applying alternative econometric techniques such as vector error correction models.
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