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Abstract:
This study examines how three key institutional dimensions corruption, democracy and women’s
political representation jointly shape economic growth in developing countries. Using annual panel data
for 20 developing economies in Asia, Africa and Latin America over 20122024, real GDP growth is
modelled as a function of corruption, democratic quality, women’s share of parliamentary seats, GDP
per capita and foreign direct investment. A dynamic panel System GMM estimator is applied to address
endogeneity, reverse causality and unobserved country-specific heterogeneity, with diagnostic tests
indicating valid instruments and well-behaved error dynamics. The estimates point to strong growth
persistence, implying that institutional shocks have both short-run and cumulative long-run effects on
growth trajectories. Higher corruption is associated with lower economic growth, consistent with the
view that corruption distorts resource allocation, discourages productive investment and undermines
long-run performance. Democracy exerts a negative short-run effect on growth, reflecting transitional
costs in partially consolidated democracies marked by political uncertainty and policy conflict. By
contrast, women’s parliamentary representation has a positive and statistically significant association
with growth, suggesting that more inclusive political institutions improve governance quality and support
more growth-enhancing public policies. GDP per capita emerges as an important structural determinant
of growth, whereas foreign direct investment does not exhibit a robust direct impact in the baseline
specification. Overall, the findings underscore that anti-corruption reforms, carefully managed
democratic transitions and stronger representation of women in politics are central to accelerating and
sustaining inclusive economic growth in the Global South.

Keyword: Corruption; democracy; women’s political representation; developing countries; System
GMM.

1. Introduction

Economic growth is one of the main indicators of development success because it reflects the
expansion of productive capacity and improvements in social welfare over time (Solow 1956; Romer
1986). In developing countries, however, the sustainability and quality of growth are determined not only
by conventional macroeconomic factors such as capital accumulation, trade, and human capital, but also
by the quality of institutions, governance, and political structures that regulate the distribution of power
(Acemoglu et al. 2005; Acemoglu and Robinson 2012). Differences in growth performance across
developing economies are often associated with variation in the level of corruption, the quality of
democracy, and women’s political representation, which together reflect the degree of political
inclusiveness (Sung 2012; Jayasuriya and Burke 2012; Mirziyoyeva and Salahodjaev 2023).

Corruption is widely regarded as a major institutional failure that reduces the efficiency of
resource allocation, discourages investment, and weakens economic productivity, so that it generally
exerts a negative impact on growth (Mauro 1995; Gupta et al. 2002; Ugur and Dasgupta 2011; Erum and
Hussain 2019). In highly inefficient bureaucracies, however, parts of the literature suggest that corruption
can play a temporary “grease the wheels” role by accelerating administrative processes, implying that
the relationship between corruption and growth may be non-linear and context specific (Leff 1964;
Huntington 2006; Huang 2015; Méon and Sekkat 2005). Democracy, by contrast, is expected to foster
growth through mechanisms of accountability, transparency, and policy stability, although in
unconsolidated political transitions democratic processes can also generate uncertainty and conflicts of
interest that hinder economic decision-making (Lipset 1959; Barro 1996; Persson and Tabellini 2005;
Rodrik 2000; Tutuncu and Bayraktar 2024; Mose 2025).
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Women’s political representation has gained prominence in the political economy literature as a
key indicator of institutional inclusiveness and governance quality. Higher female representation in
parliament is associated with policy preferences that are more oriented toward social sectors, stronger
public integrity, and a lower propensity for corrupt practices, thereby directly and indirectly supporting
more inclusive and sustainable economic growth (Dollar et al. 2001; Sung 2012; Jayasuriya and Burke
2012; Khorsheed 2020; Mirziyoyeva and Salahodjaev 2023). These patterns suggest that corruption,
democracy, and women’s political representation are not isolated variables, but three interrelated
institutional pillars that jointly shape the policy environment and economic incentives in developing
countries (Sung 2012; Tutuncu and Bayraktar 2024).

This study focuses on 20 developing economies in Asia, Africa, and Latin America—Indonesia,
Bangladesh, Brazil, Chile, Vietnam, the Philippines, Thailand, India, Pakistan, Sri Lanka, Nigeria,
Ghana, Kenya, Ethiopia, Tanzania, Egypt, Morocco, Mexico, Colombia, and Peru. The selection of these
countries is based on several considerations, including adequate and consistent data availability for the
key variables over the observation period 2012-2024 from credible international sources such as the
World Bank, Transparency International, V-Dem/WGI, and the Inter-Parliamentary Union (World Bank
2024; Inter-Parliamentary Union 2023).

Empirically, numerous cross-country studies have examined the relationships between corruption
and growth, democracy and growth, and women’s representation and governance or economic
performance, but most remain partial and rely on static regression models such as Ordinary Least
Squares, fixed effects, or random effects (Mauro 1995; Barro 1996; Jayasuriya and Burke 2012;
Khorsheed 2020). These approaches risk endogeneity bias because economic growth itself can influence
the level of corruption, the maturity of democracy, and women’s political representation, implying that
the relationships among variables are two-way and dynamic (Acemoglu and Robinson 2012; Grundler
and Potrafke 2019; Bouteraa et al. 2024).

This study offers several important contributions at the theoretical, methodological, and empirical
levels (Acemoglu and Robinson 2012; Sung 2012; Mirziyoyeva and Salahodjacv 2023).
Methodologically, it applies a dynamic panel System GMM approach to address endogeneity and capture
the dynamic interplay between growth and institutional variables (Arellano and Bover 1995; Blundell
and Bond 1998; Grundler and Potrafke 2019; Bouteraa et al. 2024). Accordingly, the objectives of this
study are to analyze the effects of corruption, democracy, and women’s political representation on
economic growth, while evaluating the roles of GDP per capita and investment-related controls in
explaining growth dynamics across developing economies.

2. Methods
2.1 Study object, period, and setting

This study employs an explanatory quantitative research design aimed at identifying causal
relationships between corruption, democracy, women’s political representation, GDP per capita,
investment, and economic growth in developing countries (Hsiao 2022). The sample comprises 20
developing countries—Indonesia, Bangladesh, Brazil, Chile, Vietnam, the Philippines, Thailand, India,
Pakistan, Sri Lanka, Nigeria, Ghana, Kenya, Ethiopia, Tanzania, Egypt, Morocco, Mexico, Colombia,
and Peru—observed annually over the period 2012—-2024 (World Bank 2024; Inter-Parliamentary Union
2023). The data are organized as an annual country—year panel so that each observation corresponds to a
country—year combination (Hsiao 2014)
2.2 Data collection

The study relies on secondary data for economic growth, corruption, democracy, women’s
political representation, GDP per capita, and foreign direct investment over 2012-2024 from sources
including the World Bank and the Inter-Parliamentary Union (World Bank 2024; Inter-Parliamentary
Union 2023)
2.3 Analytical method and model specification

The empirical strategy applies a dynamic panel approach estimated by System GMM to address
endogeneity, reverse causality, and unobserved country-specific heterogeneity. The dynamic growth
model is specified as follows:

Growthijt = a Growthjt—1 + f1Corit + f2Demjt + 3 Womijt + f4GDPpcit + B5FDIjt + pi
+ At
+ &it

Where Growthit is real GDP growth in country i in year ¢, Growthi,z—1 is its one-year lag, Corit
is corruption, Demit is democracy, Womit¢ is women’s political representation, GDPpcit is GDP per
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capita, and FDIit is foreign direct investment. ui denotes country fixed effects, ¢ time effects, and
eit the idiosyncratic error term. Model validity is evaluated using over-identification tests
(Sargan/Hansen) and Arellano—Bond serial correlation tests AR(1) and AR(2).

3. Results and Discussion
3.1 Results

The dynamic panel model was estimated using the GMM approach, yielding several diagnostic
tests that support the specification. The Sargan test shows a high p-value, and the AR(1) and AR(2) tests
are insignificant, indicating no evidence of second-order autocorrelation in the differenced residuals and
that the lag structure is appropriate. The Wald test confirms that the model is jointly significant overall.

Table 1. System GMM estimation results

Variabel Koefisien Std. Error ~ z-stat Prob. Significance
lag(In_GDP) 0412 0.058 7.10  0.000 *** (1%)
Cor -0.002 0.0006 -3.33  0.000 *** (1%)
Dem -0.009 0.0046 -1.96  0.053 * (10%)
Wom 0.001 0.0006 2.11  0.035 **(5%)
In_GDP per kapita  0.822 0.068 12.09 0.000 *** (1%)
In_FDI -0.001 0.003 -0.19  0.849 Not significant
Note: *#* ** * denote significance at 1%, 5%, and 10% levels. Source: authors’ calculations based on

R output.
The Diff-GMM results indicate strong growth persistence, with the lagged GDP coefficient of
0.412 significant at 1%, implying that approximately 41% of last year’s growth carries over to the current
year. Corruption enters with a negative coefficient (-0.002) significant at 1%, democracy has a negative
coefficient (-0.009) significant at 10%, and women’s political representation has a positive coefficient
(0.001) significant at 5%, while FDI is not significant in the baseline specification.
Table 2. GMM diagnostic tests

Test Test statistic ~ p-valuelnterpretation

Sargan test 20.00 1.000Instruments valid (no over-identification)
AR(1) -1.220 0.223Insignificant (expected)

AR(2) 1.100 0.271Insignificant (no AR(2))

Wald (x> model) 895.15 0.000Model jointly significant

Source: authors’ calculations using System GMM

The diagnostic tests confirm that the GMM model specification is appropriate and reliable. The
high Sargan test p-value indicates valid instruments, while the insignificant AR(1) and AR(2) tests
indicate no evidence of second-order autocorrelation in the differenced residuals. The significant Wald
test further confirms that the regressors are jointly significant in explaining growth variation.

3.2 Discussion

The estimation results show a lagged growth coefficient of approximately 0.412, significant at
1%, indicating that current-year economic growth is strongly influenced by the previous year’s growth.
This finding demonstrates inertia or persistence in the growth process of developing countries, consistent
with growth theories emphasizing gradual adjustment of capital, labor, and human capital (Solow 1956;
Romer 1986; Lucas 1988).

The corruption coefficient is negative and statistically significant, consistent with the theoretical
framework that corruption reduces resource allocation efficiency, discourages investment, and weakens
productivity (Mauro 1995; Gupta et al. 2002; Ugur and Dasgupta 2011; Erum and Hussain 2019). The
result aligns with the “sand the wheels” view and does not support the “grease the wheels” argument in
this sample context (Méon and Sekkat 2005; Spyromitros and Kenourgios 2022; Leff 1964; Huntington
2006; Huang 2015).

The democracy coefficient is negative and marginally significant, which is interpreted as
transitional costs during democratization in unconsolidated political environments (Rodrik 2000;
Tutuncu and Bayraktar 2024; Mose 2025). This interpretation is discussed as compatible with literature
emphasizing democracy’s long-run potential benefits through accountability and stability (Barro 1996;
Persson and Tabellini 2005).

Women’s political representation shows a positive and statistically significant association with
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growth. This supports evidence that higher female representation is linked to better governance and
social-sector policy orientation (Dollar et al. 2001; Sung 2012; Beaman et al. 2009). The finding aligns
with cross-country evidence connecting women’s parliamentary presence to improved economic
performance (Jayasuriya and Burke 2012; Khorsheed 2020; Mirziyoyeva and Salahodjaev 2023).

FDI is not significant in the baseline specification, suggesting that foreign investment does not
automatically translate into growth without adequate absorptive capacity. This is consistent with evidence
that FDI contributes to growth conditionally on domestic human capital and enabling conditions
(Borensztein et al. 1998).

3.3 Link to study objectives

The findings address the study objectives by estimating the effects of corruption, democracy,
and women’s political representation on economic growth while controlling for GDP per capita and FDI
in a dynamic framework. The dynamic panel approach is used to mitigate endogeneity concerns because
growth and institutional indicators can influence each other over time (Arellano and Bover 1995;
Blundell and Bond 1998).

4. Conclusion

This study examines how corruption, democracy, and women’s political representation relate to
economic growth in 20 developing countries over 2012-2024 using a dynamic panel System GMM
framework. The results indicate strong growth persistence, a negative and significant effect of corruption,
a negative short-run association of democracy consistent with transitional costs, and a positive and
significant association of women’s parliamentary representation with growth, while FDI is not robustly
significant in the baseline model. These findings suggest that improving governance by reducing
corruption, managing democratic transitions, and strengthening women'’s political inclusion can support
more inclusive and sustained growth trajectories in developing economies
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