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Corruption is a significant challenge in the global economy, impacting countries'
development prospects at both national and international levels. Various factors,
such as Innovation, country size, government expenditure, human capital,
commercial openness, and natural resource rents, influence the prevalence of
corruption. This study investigates the convergence of factors influencing the
spread of corruption in selected Islamic countries using a dynamic spatial panel
approach from 2008 to 2022. Results confirm spatial proximity effects, with a low
convergence speed averaging 0.052. Additionally, findings indicate direct and
indirect negative effects of Innovation on the spread of corruption in these
countries.
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Introduction

Corruption has been a pervasive phenomenon throughout history, posing significant obstacles to economic
growth. Its multi-dimensional nature can have complex social, economic, political, and administrative
ramifications within societies. While there is debate on the impacts of corruption on economic indicators, the
prevailing view suggests that the negative effects outweigh the positive ones in the long term. Proximity and
shared borders play crucial roles in the spread of corruption across countries with similar characteristics. Despite
existing studies on corruption, spillover effects within the statistical population have not been explored using a
spatial econometric approach.

Methodology

This research examines the factors influencing corruption in selected Islamic countries through a dynamic spatial
panel approach from 2008 to 2022. By employing the spatial panel model with random effects, positive spatial
correlations were observed between corruption, Innovation, government expenditure, economic openness, and
human capital. Conversely, negative correlations were found between natural resources and population size.
Spatial autocorrelation tests indicated the spatial autoregressive model with both autocorrelation and spatial lag
effects as the most appropriate method. The study revealed no spatial heterogeneity in the variables, with a
spatial interval model considered more suitable. In the current research, based on the model used in the study of
Al Balushi (2020), the following model has been selected for this research:

Yie =+ pwl +yYe g+ qwYe_ + X f + WX, 0 + &

Sections or blocks in this research include 11 selected Islamic countries, including Iran, Azerbaijan, Turkey,
Bahrain, Saudi Arabia, United Arab Emirates, Qatar, Oman, Jordan, Pakistan, and Iraq, which, due to the almost
high similarity of these The countries have been chosen in terms of economic and social conditions. The required
information and statistical data have been extracted from the World Bank and International Monetary Fund
databases.

Results and Discussion

The results show that the estimation of the spatial panel model with the random effects method is more effective
than the fixed effects method, and the spatial correlation is positive between corruption, Innovation, government
spending, the degree of economic openness, and human capital in selected Islamic countries and the spatial
correlation is negative between natural resources and population size. The spatial autocorrelation test shows that
the spatial autoregression model method that considers both the autocorrelation and spatial lag effects is more
appropriate. Also, the investigated variables have no spatial heterogeneity, and the spatial model with spatial
interval is more suitable. The results show that the concentration of power and the lack of accountability cause
corruption, a sign of corruption and its aggravation in the economy. Most of the systems of selected Islamic
countries are in transition without political development, which increases their involvement in corruption. The
speed of convergence between countries is also equal to 0.052. The value of the variable coefficient of spatial
interval obtained is equal to 0.1442, which indicates that a part of corruption in each of the selected Islamic
countries originates from the neighboring country. Innovation with a coefficient of 0.0822 significantly
negatively affects corruption in selected Islamic countries. Innovation makes industries and private sectors less
dependent on the government and government officials. The explanatory variable of population size has a
positive effect on corruption. In most countries, with the increase in population and expansion of urbanization,
the optimal allocation of resources becomes more difficult, and the possibility of corruption increases. Also, the
ratio of government spending to GDP has a positive effect on the spread of corruption in selected Islamic
countries. Business openness has a positive effect on corruption with a coefficient of 0.213. Levels of trade
liberalization affect the increase or decrease of corruption; the opportunities for corruption increase in the
presence of limited trade liberalization. The rent of natural resources, with a coefficient of 0.0481, affects the
corruption of selected Islamic countries.
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The abundance of resources can have many sides and indirect effects on society, politics, and the economy. By
examining the total effects in the long term, it was observed that the effect of the explanatory variables is
effective in reducing corruption, and in the long term, there is a necessary convergence to reduce corruption in
selected Islamic countries. As a result, it is suggested that in these countries, proper attention should be paid to
the expansion and improvement of Innovation, as well as the reduction of trade restrictions and moving towards
a higher degree of openness of the economy in the long term.
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