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Abstract

The purpose of this research is to compare the relationship between corruption and human
capital in 19 countries with very high and high human development (first group) and 35
countries with average and low human development (second group). To conduct this study
and investigate the long-term and short-term relationships between the variables of the
model from 2012 to 2018, a descriptive-analytical method and the panel econometric
method were used. Results show that in the first group of countries (high human
development), about 71.48% of corruption changes were caused by corruption-related
shocks, 5.30% by inflation-related shocks, and 9.75% by education-related shocks at the
end of the period. The findings also revealed that 3.17% of corruption changes were
explained by shocks caused by GDP per capita, 7.65% by shocks caused by health, and 2.62%
by shocks caused by good governance. However, in the second group (low human
development), the results showed that at the end of the period, about 62.26% of corruption
changes were caused by corruption-related shocks, 21.54% fluctuations by inflation-
induced shocks, 0.2% by education shocks, 1.34% by shocks due to GDP per capita, 9.33%
by shocks due to health, and 5.30% by shocks due to good governance. In conclusion, it can
be said that the indicators of human capital in countries with high human development (the
first group) explained 17.4% of corruption changes, while this factor is 9.53% in countries
with low human development (the second group). In other words, in the first group of
countries, the changes and structure of corruption are better explained by human capital
indicators.
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1. Introduction

One of the important sectors with which
corruption can be closely related is human
capital and one of the most important factors
of development in any society is human
resources and individuals in that society; so
human resources can be considered as both a
goal and a tool for development today. Human
capital is one of the undeniable factors in the
growth and development of countries and
since human capital is a prerequisite for
development, the speed and pace of
development depend on the quantity and
quality of its efficient forces. The concept of
human capital is relatively important in
countries with surplus labor. These countries
naturally have a large labor force due to high
birth rates under certain climatic conditions.
Surplus workers in these countries are more
abundant than accessible and tangible human
resources. The importance of human capital
can be expressed in the sense that man himself
is the goal of development. Human
development is a tool for greater productivity,
so labor-reared, trained, and skilled are the
most important assets and operating
efficiencies. Poverty reduction plays an
important role in promoting democracy and
social stability. A review of the research
background showed that most of the research
conducted in the field of corruption focused
on the economic structure of countries and
often the relationships between corruption
and variables such as education, foreign direct
investment, governance and quality of
government, and the composition of
government expenditures were examined,
while only a few researchers have examined
the relationship between human development
and corruption. Even a comparative study has
not been done in this field. Moreover,
according to the results of previous studies,
the increase in corruption has a negative effect
on the level of education. Also, corruption has
a direct effect on macroeconomic variables
and any increase in the corruption perception
index has a destructive effect on countries'
economies. On the other hand, corruption

control leads to more effectiveness of
government spending (such as public health
and educational expenses, etc.). Therefore, to
fill the gap in the literature of this field, the
present study aims to investigate the
relationship between corruption and human
capital in two groups of selected Islamic
countries in terms of the level of human
development from 2012 to 2018, the first group
including 19 countries with very high and high
human development and the second group
including 35 countries with moderate and
weak human development.

2. Method

The statistical population of this study was 19
Islamic countries with very high and high
human development and 35 Islamic countries
with moderate and poor human development
from 2012 to 2018. The panel model was chosen
to investigate long-term and short-term
relationships between independent and
dependent variables. The reliability of all
variables was tested to determine their order
of integration. To investigate the long-term
equilibrium relationships between several
economic variables in the panel model, the Kao
cointegration test was used. To estimate the
panel model, the optimal interval of the model
was determined. Before estimating the model,
it is necessary to test the reliability of all the
variables used in the estimations, because the
unreliability of the variables, both in the case
of time series and panel data, causes the
problem of false regression. For this purpose,
the test of Pesaran et al. (1999) was utilized for
panel data, the results of which are given in the
article for all variables of the model in two
groups of countries. If the value of the
calculated statistic is greater than the value
corresponding to the common confidence
level, the null hypothesis based on uncertainty
will be rejected. Using prediction error
variance analysis, the contribution of the
variables in the model to the changes of each
variable over time was determined. The
variance analysis method measures the
prediction error of the relative strength of the
Granger causal chain or the degree of
extraneousness of the variables beyond the
sample. The purpose of calculating the
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variance analysis index is to determine the
relative contribution and importance of the
momentum caused by each variable in its
changes compared to the changes of other
variables.

3. Findings

The results show that in the first group of
countries (high human development), at the
end of the period, about 71.48% of corruption
changes were caused by corruption-related
shocks, 5.30% by inflation-related shocks, and
9.75% by education-related shocks. The
findings also revealed that 3.17% of corruption
changes were explained by shocks caused by
GDP per capita, 7.65% by shocks caused by
health, and 2.62% by shocks caused by good
governance. However, in the second group
(low human development), the results showed
that at the end of the period, about 62.26% of
corruption changes were caused by
corruption-related shocks, 21.54% fluctuations
by inflation-induced shocks, 0.2% by shocks
from education, 1.34% by shocks due to GDP
per capita, 9.33% by shocks due to health, and
5.30% by shocks due to good governance .

4. Results

Human capital indicators in countries with
high human development have explained 17.4%
of corruption changes, while this factor is
9.53% in countries with low human
development. Therefore, in the first group of
countries, the changes and structure of
corruption are better explained by human
capital indicators. According to the obtained
results and in order to improve the current
situation, the following suggestions are
presented: 1) Trying to increase the share of
education in the GDP and creating educational
opportunities in different sectors. 2)
Increasing the share of health and treatment in
the gross domestic product and establishing
health and treatment units to increase the
health level of people in society. 3) Efforts to
increase the amount of gross domestic
product and consequently the gross domestic
product per capita can raise the spirit of effort
and work and lead to the reduction of
corruption in society.
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