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Abstract 
This paper studies the relationship between corruption and poverty, public debt, and economic 
growth in the Gambia, to be estimated with data from 1992 to 2016 accessed from the World 
Bank database using the multiple regression analysis. While extensive literature has agreed on 
the damaging nature of corruption, not many have tested the relation between corruption and 
poverty, public debt and economic growth. This thesis intends to bridge the gap in the literature 
through contributing a study of the relationship of corruption and poverty, public debt, and 
economic growth in the Gambia during the time period 1996-2016. Results indicate that 
corruption has a positive statistical and significant relationship with poverty in Gambia. 
However, the relationship between corruption and economic growth and public debt are 
statically insignificant. In policy terms, the Gambia must increase the fight against corruption to 
make their public expenditure more productive and especially to minimise poverty.  
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Introduction 
 
Corruption is regarded, as an epidemic in developing countries, mostly in countries with limited 
employment prospects, slow economic growth and high rate of poverty. It is a widespread 
phenomenon in the world and the Gambia no exception. The illicit of financial flow, including 
corruption, cost developing countries 1.26 trillion dollars per annum (World Bank Database, 
2011).  
 
The Gambia’s economy is primarily reliant mainly on rain-dependent agriculture, services, and 
industry, which constitute 31.3%, 13.8%, and 54.9% of GDP respectively. Its average GDP 
growth rate from 1916 to 2016 is 3.6%, and the GDP grew 2.2% in 2016 (IMF, 2017). 
Agriculture employs about 75% of the labour force. According to the World Bank (2016), the 
country’s unemployment rate is 29.7% in the year 2016. The unemployment rate is high and that 
being the reason why the youths are risking their lives crossing the Mediterranean Sea in search 
of greener pastures. There is a widespread of poverty, and the country is among the list of the 
highly indebted countries in the world. The public debt in 2016 was registered 1,160 million US 
dollars, an indication that the debt reached 120, 23% of the country's GDP, a rise of 14.9% points 
increase from 2015 (World Bank, 2016). 
 
Transparency International’s Corruption Perception Index (2016) ranked the country 145 least 
corrupt out of 175 nations. It is an indication that it is among the most corrupt countries in the 
world. A rise of 0.78% in corruption decreases the income growth of the poorest 20% of the 
people in a country with 7.8% per annum (Transparency International, 2018). Corruption 
increased is positively correlated with incomes inequality. It is a permanent risk for the 
government system and the country’s legal system. The Gambia government officials put laws in 
place to fight corruption. However, these laws are ineffective because the committees which are 
assigned to enforce them are yet to establish. To comprehend this condition leads naturally to the 
question of what. What is the relationship between corruption and poverty, public debt, and 
economic growth? It is a common belief that corruption impedes economic growth and it has a 
direct consequence of economic and governance factors (Chewynd et al., 2003). However, Ray 
fish the Columbia economist has argued that corruption can coexist with rapid economic growth 
as long as it is predictable and manageable (NYT, 2014). 
 
A significant amount of scholar made a research on the subject of corruption because of the 
increase in concern and public interest. The paper is studying the relationship between corruption 
and poverty, public debt and economic growth in the Gambia. To be estimated with data from 
1996 to 2016. The paper is to add to a recent research paper on the relationship of corruption 
with economic growth, poverty, and gender inequality by Jonada (2014). We are testing the same 
hypothesis in a different population to help reveal the variability of the effect and its 
generalisability. The paper will also help to know the level of corruption in the Gambia from 
1996 to 2016.  The findings of this study will contribute significantly to the benefit of society 
considering the impact of corruption on economic growth. Corruption is a system that produces 
and preserves economic and social inequality. It also constitutes a regressive redistribution of 
wealth from the poor to the rich (Erweko, 2008). It hurts the poor most than the rich as it 
increases the cost of public services.  
 
The thesis comprises of four sections, following the introduction section in section 1. The second 
section will describe how corruption, poverty, public debt, economic growth are defined and 
measured. Explain factors that are of essence to the main topics, and the situation in the Gambia 
in regards to corruption, public debt, poverty and economic growth to make the concepts easier 
to understand. The third section is the review of the literature on the relationship between 
corruption and poverty, public debt, and economic growth. Subsequently, more elaboration on 
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the Gambian discussed. In the final section, we analyse these relationships in the Gambia, where 
we performed a regression analysis. Control of corruption index of the World Bank is the 
dependent variable, while the independent variables comprise of GDP growth rate, FDI, GNI per 
capita, unemployment rate, and public debt. The data is obtained, from the World Bank database 
and the period is from 1996 to 2016. 
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Background 
Corruption 
 
The general definition of corruption is the abuse of entrusted power for private gains. Corruption 
can be categorised, as political, grand, and petty, but this depends on the amount of money lost 
and the area where it happens. There are various forms that corruption can be assumed. It entails 
misuse of power by a government official such as nepotism and embezzlement of public funds, 
in addition to extortion, fraud, bribery, and influence peddling (USAID, 1999). 
 
Political corruption is when political decision makers abuse their positions to maintain their 
power, status, and riches. They manipulate policies, institutions, and rules of ways in the 
allocation of funds and financing. Grand corruption is when a senior level of government 
facilitates for the leaders to gain at the expense of the public interest, by distorting policies or the 
core functioning of the central government. Petty corruption is the corruption committed at a 
small scale by the low-level public official. They abuse power entrusted to them in their 
transaction with the ordinary citizen who is trying to get their essential goods and services.   
 
Corruption is a variable which is difficult to measure because of the nature of its illegality. Since 
the act does not happen in the open, it makes it complicated to measure. However, The World 
Bank's World Governance Indicator (WGI) Control of Corruption (CC) index measures 
perceptions of the scope to which public power is used for personal gains. It includes both grand 
and petty form of corruption, also capture of the state by elites and own benefits. The 
Transparency International’s (TI) Corruption Perceptions Index is also a tool known to measure 
corruption. 

 
Categories of corruption 
 
Corruption has different dimensions and can be classified into many types, including but not 
limited to embezzlement, nepotism, bribery, extortion, influence peddling, and fraud (Joe, 2009).  
 
Embezzlement, also known as employee theft is defined as theft of funds or property, by a 
person entrusted with power over those assets. It is a specific type of fraud and mainly prevalent 
in the employment and corporate settings. It is a criminal offence and punishable by law. The 
embezzlement of public funds is a growing concern for the world at the moment and its 
ramifications on livelihood, particularly the vulnerable people. It hinders the improvement of 
necessary facilities like hospital, schools, roads, recreational infrastructure, and more. The 
International Criminal Court (ICC) regarded embezzlement as a crime against humanity, and the 
culprits may face the consequences of their actions.    
 
Nepotism is the term used to explain the practice among those with influence or power of 
favouring relatives or acquaintance. Mainly by giving the jobs for which outsiders might be 
better qualified. It hurts the economy and commonly seen as unethical both on the side of the 
employer and employee. Nepotism in the public service, a group of cronies, is created which 
perpetuates itself. Its members protect one and other to the disadvantage of the society. It breeds 
corruption with far-reaching effects which affects the economy with regards to output, loss of 
jobs, and disguised oligarchy as increasingly prevalent in the United States. It also thrives openly 
in countries with weak economies, government, and institutions. In Russia, the outspread of 
nepotism began developing in threatening sizes, through jeopardising the country’s social and 
economic development. The advancement of nepotism in Russia results in brain drain. What 
altogether puts the country’s social and economic growth at hazard (Dinara, 2015). 
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Bribery is the act of receiving or taking something with the aim of influencing the beneficiary. It 
is somehow favourable to the party providing the bribe. It gives rich people the ability to get 
away with breaking the law by paying money to the officials. Public officials are usually offered 
bribes as an incentive to overlook pertinent regulations that would otherwise restrict the payer.  
The use of bribes can lead to cooperation. The action creates an unjust society that prosecutes the 
poor while leaves the rich almost invincible. Bribery is most common in developing countries, 
where public officers do not get a significant salary to cover their basic needs. So, they accept 
bribes. As the saying goes poverty leads to corruption, while corruption increases poverty. 
Bribery undermines business, government, and security (OECD, 2016). 
 
Extortion is a criminal offence of acquiring money, services, or property from an institution 
through compulsion. It is occasionally euphemistically referred to as a protection racket. Because 
the racketeers usually phrase their demands as payment for protection from threats from 
unnamed other parties. The actual acquirement of the property and money is not necessitated to 
commit the offence. Making a threat of violence is enough to commit the crime. Extortion also 
undermines business, government, and security. It is among the factors that tarnish former tourist 
heaven Acapulco, once an internationally renowned tropical paradise. Gangs preyed on residents 
through extortions and threatened their livelihood. The residents do not feel safe enough in their 
neighbourhood, because there was no peace or security. 2000 businesses shut down within three 
years as a result of monthly payments demands by the gangs. The crime of extortion was 
growing, because not all the people have the money to pay the private security (Gelemerova, 
2011). 
 
Influence Peddling is the illegal action of utilising one's influence in government or connection 
with a person in authority to acquire favours or special treatment for another. It is more often, in 
return for payment. Influence peddling is a form of bribery where the recipient is not necessarily 
an official. Whether it is ethical or unethical, legal or illegal relies on what specific concessions a 
given country has come to accept. The basic compact in the United States has been this: it is 
probably illegal if someone takes financial benefits from a private interest that seeks to influence 
policy while in office. There is a system in China in which the perceptive is that legal authorities 
will take a don’t-ask-don’t-tell approach to family members of high political officials making 
lots of money. In Washington and Beijing, the influence games are of course different. In a 
country where public officials at all levels demand constant bribes as a matter, of course, will not 
be a welcoming environment for business (UN, ODCCP, 2001) 
 
Fraud is when criminal deception is used to gain a dishonest advantage, usually financial or 
personal gain over another person. Also defined as a breach of trust, by an employee who abuses 
their position for own benefits. Fraud is a broad concept. The two most basic types of fraud are 
the misappropriation of assets by employees and fraudulent financial reporting by management, 
through which deceptive or incorrect financial information distributed to investors, stakeholders, 
and the public. These types of fraud cause economic or financial loss.  Fraud committed by 
organised groups is steady and not correlated to economic conditions. It is greed driven and 
usually significant with enormous impact regarding total fraud amount and impact on the number 
of individuals affected. Whereas, fraud committed by individuals is comparatively small, for 
essential needs and tends to increase with tough economic times. During downward economic 
times when it is hard times for people to provide necessities for their families, fraud is expected 
to grow as a last available resort (CIMA, 2008). 
 
Factors affecting corruption  
 
The activities of governments are usually linked with corruption and especially with the 
discretionary and monopoly power of the government. Countries spend a substantial amount of 
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money to eradicate corruption. It is a cause for concern because it tends to impede economic 
growth and triggers economic inequality. This effort tends to be unsuccessful, due to the lack of 
understanding of the factors affecting it. The initial step towards implementing the ways to 
prevent and deter the phenomenon is to identify the causes. The factors affecting corruption have 
to be explained to help design the policies aiming to reduce or control corruption. That makes it 
easy to combat it effectively.  
 
Colonisation is a source of corruption. Research studies have shown results that there is a strong 
linked between colonisation and corruption. The degree of European settlement during colonial 
times is used to differentiate between types of colonial experience and is found to be a dominant 
explanatory factor of present-day corruption levels (Luis & Kyriakos, 2010).  
 
The industrial revolution is among the historical events that contributed to the growth of 
corruption. During the time of the industrial revolution, the political machines that dominated the 
urban politics had at least a distinct impact on people and society. The urban political machines 
led to corruption. They were known for demanding bribes from those doing business with the 
city. They were also famous for involving in corrupt practices with regards to the elections. 
During this period taxpayer’s money went towards the party’s interest, causing poverty, a 
complete imbalance in wealth. Crime rate increases, due to party’s lack of care for good 
governance.  
  
Greediness is the major problem that many governments of various countries are suffering. It is a 
prime cause of corruption, mainly in the African continent as a whole. The reason why many 
presidents that govern countries in Africa are busy laundering the public funds meant for 
national development into foreign banks is that they are greedy. Instead of solving the problem 
of unemployment challenges in their countries with the public fund, they find it benefiting to 
embezzle the fund, and the masses continue to suffer because of their selfish attitudes. Personal 
greed leads to an unfettered desire for money or power, with no regards whatsoever to moral 
boundaries. 
 
Bad governance encourages corruption. A government that does not correctly govern the people 
they are ruling can lead to corruption in high level. There is every possibility that officials that 
work in a government that lack leadership will be engaging in corrupt practices. Most African 
leaders lack the understanding of the importance of skill acquisition in leadership, and this has 
been developing the growth of corruption in African countries. A government that cannot build 
strong institutions to combat corruption fails to do its job adequately. It will also result in 
promoting the practice of corruption in the country. There will be the propagation of corruption 
in a country when it does not set-up proper auditing system to dig deep into the affairs that go on 
in the private and public sectors. 
 
Poor accountability and lack of transparency at the institutional level induce corruption. A public 
official will indulge in corruption when they know that the government will not hold them 
accountable for how they run the state’s annual income and expenses.  Lack of proper 
accounting and auditing system in a government will lead public officials in taking bribes and 
mismanaging state funds. There is no transparency in most African governments. Some of the 
leaders do not correctly present how they run their annual budget. In some case, no one cared to 
ask them a question on that, and there is a likelihood that something went wrong at the back 
during his or her leadership. 
 
Regulations and authorisations induce corruption. The role of government is often carried out 
through the use of many rules and authorisations or regulations. It happens mainly in developing 
countries. In these countries, authorisation of various kinds is required to engage or to continue 
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to be engaged in many activities, such as the issuance of licenses, permits, and more. Often 
several public servants must be contacted, and numerous government offices must authorise the 
activity. The public officials who must authorise or inspect the activities get a kind of monopoly 
power through the existence of these regulations and authorisations. Thus, the public authority 
with the powers can use it to extract bribes from those that require the authorisations or permits. 
The citizens required an enormous amount of time in acquiring their permits and in the dealings 
with the public officials, due to the regulations and authorisations. The long duration of time to 
be spent dealing with the bureaucracies compelled people to pay bribes (Vito, 1998). 
 
The lowness of income level can influence corruption by undermining the work ethics of 
individuals or organisations. An illegally certified income increase can make a significant 
influence on the living conditions of individuals. In developing countries where the marginal 
value of money is higher in comparison with rich countries, a stable condition to reduce 
corruption level is to effectuate structural changes which have the quality to increase the income 
level. Many observers have hypothesised that the salaries paid to civil servants are significant in 
determining the degree of corruption. One can assume that there may be corruption because of 
need and corruption because of greed. In most developing countries, the prime objective of 
public sector employment is to reduce unemployment rather than improving the quality of the 
public administration (UK, Department for International Development, 2015). 
 
Unemployment promotes corruption. In Africa, the unemployed will do whatever it takes to 
fetch them money regardless of whether it involves corruption or not. For the past years, 
unemployment has hit Africa so hard. Some desperate job seekers are ready to give bribes to the 
Human Resources officials to secure jobs. If one gets a job through bribery, it visible that person 
has condoned corruption. It may become a norm in the office and may lead to other forms of 
corrupt practices. The high rate of employment compelled many to indulge in fraudulent 
activities. Whereby, Nepotism will be standard practice in governments, because of the increase 
in the unemployment rates (Kayode, 2014). 
 
Low awareness or lack of courage to condemn corrupt behaviour and situations conducive to 
corruption leads to corruption. That is the case of someone who is aware of corruption and stays 
mute. They merely cover for the corrupt individuals, perhaps thinking that it is not their problem, 
or perhaps out of fearfulness, so as not to make their lives more convoluted.  
 
The need to finance the activities of the political parties, including electoral campaign, can be a 
source of corruption. Enormous pressures will build up to the political parties to generate funds 
when public funds are not available for the activities. Political parties are seeking for power and 
political influence. Thus, those who provide funds for political parties to campaign in most cases 
expect something in return. They are sometimes promised and given special treatment in 
political decisions. In all democracies, campaign finance-related corruption scandals are 
frequent.  Regulation of political finance has been in existence for hundred years, to create a 
level field and to combat corruption associated with private funds. “Democracy gives citizens a 
role in determining their political leaders. A corrupt elected official can be voted out of office.  
However, democracy is not a cure for corruption” (Rose-Ackerman, 1997). 
 
Corruption in the Gambia  
 
Gambia has a long history of corruption and bad governance. The country is on the list of the 
most corrupt countries in the world. Corruption is a common practice in the country, and it 
affects the government and almost all public institutions negatively. It has consistently 
undermined the country's sustainable development, effectiveness, and efficiency in public 
services delivery. The president HE Adama Barrow is even aware of the high level of corruption 

https://www.researchgate.net/profile/Kayode_Asaju
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in his government.  He has warned public officials and Ministers of his government on all forms 
of corrupt practices, including bribery and misappropriation of public funds. The president has 
on many occasions accused his predecessor of corruption leading to economic failure of the 
country. He said that his government must be vigilant against the problem of corrupt practices, 
and affirms intolerance to all forms of fraudulent and corrupt and practices. 
 
The government is the first institution that oppressed its people through corruption. The senior 
officials take advantage of their positions in the government to enrich themselves. Greed is one 
of the leading characteristics of corruption in developing countries including the Gambia. In the 
Gambia, corruption becomes a way to earn money and is practised by almost every sector of the 
economy. Funds primarily allocated for industries, hospitals, schools, and other infrastructures 
are either outrightly embezzled, misappropriated, or otherwise severely exhausted through 
kickbacks and over-invoicing by agents of the government. The lower-earning employees also 
take advantage of their power and claim on bribes. It is because the government does not well 
pay these lower-level officials.  
 
Corruption is rampant along the borders and frontiers of the country. The evil practice of 
corruption is noticeable in the terminals of seaports and airports where the employees take bribes 
from businesspeople and travellers. The businesspeople bribe the officials to evade taxes, 
customs duties or regulations. The Minister of Tourism Hon. Hamat Bah has confirmed the 
existence of corrupt practices at the frontiers and borders of the country. He said corruption is 
tarnishing the image of the government and country. He urged the president to take some 
measures against the phenomenon with utmost urgency. 
 
Nepotism is widespread in the government and institutions. It also paves the way or facilitates 
corruption in the Gambia. It is one of the leading causes of the failure of the government, and it 
hinders the development of the organisations. The presidents and his ministers usually employ 
their close relatives and confidants in various sectors of the economy to serve their interests 
through corruption. These people in most cases do not have the enthusiasm, sincerity and 
professionalism to perform the job. They get all the notable contracts of the economy. The 
former president Jammeh hijacked the whole government and institutions of the country by 
giving essential positions to his clan members and associates. It seems to be a norm that the 
government will become private ownership of the first or ruling family.  
 
Bribes that buy political influence or votes are another form of corruption which is common in 
the Gambia. It is mainly used by the ruling party to maintain a monopoly on power or to capture 
the machinery of the government. The president and his political party used to influence the 
electoral system by giving money and incentives to the voters. They determined the outcome of 
the elections results. It is a common practice that destroys the system of democracy, good 
governance, accountability and transparency in The Gambia. Power corrupts, and absolute power 
corrupts absolutely.  
 
Anti-Corruption International the Gambia (ACIG), appeal to the present government of the 
Gambia to follow through on the AU commitments to engage in the problem of corruption. Also, 
put in place the required measures to clean up public and private sectors, civil society and 
transform the system. The world and stakeholders in the Gambia are keenly waiting to see 
whether the political will express by the President will split off from the ugly past and actively 
fight against corruption, moreover, if impunity and the denial of the existence of corruption and 
protecting allegedly corrupt officials will continue. According to AGIC, President Barrow should 
not just call for vigilance against corruption but should make sure that his cabinet members and 
public office holders are of impeccable character. They should also be keen and committed to 
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open governance in the paramount interest of the people more willingly than make excuses about 
low salaries and find means to enrich themselves illicitly.  
 

Poverty 
 
Poverty is much more about not having enough money to get essential needs including shelter, 
food, and clothing. Statistical evidence has shown that millions of children are impoverished, 
they lack access to safe drinking water, essential vaccines, education and nutrition, they are at 
risk of being exploited and abused. It has been characterised in so many ways and has many 
faces, changing from place to place and across time. Poverty is a complex societal issue, and no 
matter how it is defined, it is an issue that requires everyone's attention. It is essential that all and 
sundry of our society collaborate to provide the prospects for every one of us to reach their full 
potential. It helps all of us to be there for one another. 
 
Many scholars have recognised three concepts of poverty. It is the monetary approach to 
poverty, the multidimensional approach to poverty and the capabilities approach to poverty 
(Mistureli & Hefferman, 2008). The monetary approach to poverty measurement as generally 
adopted by the economist, the category brings to mind the identification of poverty with a 
shortfall in the money indicator (Caterina, 2000). Poverty regarded as a multidimensional 
phenomenon, many researchers argue that it should be explained using the multidimensional 
approach. Using the monetary approach to measure poverty should be complemented by a 
multidimensional poverty measure to capture a picture of poverty (Dewi & Taguh (2017). 
Researchers have argued that the capability approach can reflect the many ways that human lives 
are blighted, therefore, offers a promising framework for poverty analysis (Rod, 2012). 
 
Defining and measuring poverty is not easy. The World Bank poverty line is probably the best 
known, which places the threshold at 1.98 US dollars per day (in purchasing power parity), 
based on the measure of poverty that prevailed in the most impoverished country in the 19080s, 
adjusted over time. Such a measure is useful for monitoring the evolution of deep poverty across 
the world. Which, by the way, has decreased over the years, it does not account for the situation 
in developed countries, where such a low absolute threshold makes no sense. 
 
Categories of poverty 
 
Poverty can knock anyone at any time. While situations create some instances of poverty, others 
entangled in poverty because of the generation before them. The poverty of this nature can 
continue the vicious cycle and bring the entire family down into a deep hole. It is essential to 
know the types of poverty. According to Eric Jensen’s study (2009), there are six main types of 
poverty. These six are Generational, Situational, Absolute, Relative, Urban, and Rural. 
 
Generational poverty is the type of poverty that involves the birth of two generations into 
poverty. They usually do not have the tools to help get themselves out of poverty because they 
were born into this situation. Families confronting with Generational Poverty are also dealing 
with three other forms of poverty: Spiritual, Parental, and Educational. These different forms of 
poverty sometimes create the most damaging outcome of Generational Poverty. Thus, result to 
the constant presence of hopelessness, which is the crucial factor in creating the cycle. Without 
hope and the conviction that life can be better, the motivation and energy required to break the 
cycle are very minimal. The families caught in the cycle of Generational Poverty centred their 
focus mainly on surviving, and the concept of planning typically doesn’t exist. 
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Situational poverty is the type of poverty that is usually temporary as it involves a crisis or loss 
happening. It is linked, with the most common events such as a divorce, environmental disasters 
or severe health problem. The collapse of an economy can also be regarded, as Situational 
Poverty. People dealing with this form of poverty are also more likely to have assistance to fall 
back on. It can be in the form of family members and supportive people in the community or 
humanitarian organisations, and this can make a huge difference. The government often 
addresses situational poverty in the form of temporary aids. They also assist in job placement 
and other benefits to let people bounce back instead of falling through the cracks. It promotes 
growth and prevents the establishment of poverty ensnare and thus of generational poverty. 
 
Absolute poverty is a situation where household income is below a required level to sustain basic 
living standards such as food, shelter, safe drinking water, health, Sanitation and housing. It 
relies not only on income but also on access to services. The criteria do not change by economic 
growth. This situation makes it doable to compare between different countries and also over 
time. Absolute poverty could be set at a steady real income level, for example, the real income of 
4000 SEK per year. Though, it would have to take into account different living standards 
between countries. 4000 SEK would be not enough to get shelter in Stockholm, but maybe in 
Africa. The UN summit on poverty called for countries to develop their measure of poverty (UN 
World Summit for economic development, 1995). 
 
Relative poverty is a situation where household income is a certain percentage below median 
incomes. For example, the threshold for relative poverty could be set at 50% or 60% of median 
incomes. The criteria will change with economic growth. Relative poverty is beneficial for 
showing the percentage of the population who has been comparatively left behind. Perceptions 
of relative poverty are very different in the 2010s to a century ago. Some researchers argued that 
poverty is best understood, in a relative way since what is poor in Sweden is not the same as 
what is poor in The Gambia. 
 
Urban poverty is a specific type of poverty that is only for metropolitan areas with populations 
over 50,000. Violence, noise, overcrowding, and inadequate community help programs make it 
even more complicated for people anguish of the type of poverty to get out of it. Urban poverty 
is often characterised by cumulative deprivations, which signifies that one dimension of poverty 
is usually the cause of or contributor to another dimension. Economic interest is the primary 
factor in pressuring the urbanisation process at mega scale. The rapid rates of urbanisation have 
increased the ranks of the urban poor in the country. The migration of low-income groups from 
rural into urban areas, the influx of foreign workers and the increase in unemployment have 
added to the increase in urban poverty, contributing to pressures on urban services, infrastructure 
and the environment. 
 
Rural poverty happens only in certain area types. These areas are nonmetropolitan with 
populations below 50,000. The low population limits services attainable for people struggling 
financially, and a lack of work opportunities only compound the problem. The sources of rural 
poverty are complicated and multidimensional. They entail, among other things, climate, gender, 
culture, and public policy. Similarly, the rural poor people are entirely different both in the 
problems they face and the possible solutions to these problems. Broad economic stability, 
competitive markets, and public investment in physical and social infrastructure are widely 
recognised, as essential needs for achieving sustained economic growth and a reduction in rural 
poverty. 
 
 
 
 



10 
 

Factors affecting poverty 
 
There is no specific cause of poverty, and the outcomes of it varied in every case. Poverty varies 
considerably depending on the circumstances. Feeling poor in England is different from living in 
poverty in China or Gambia. The contrasts between rich and poor within the borders of a country 
can be significant. However, there are significant trends in the causes of poverty, taking into 
account the individual histories and circumstances of particular countries and regions. 
 
History is among the leading factors that induce poverty. Many of the poorest nations in the 
globe were former colonies from which slaves and resources had been methodically extracted, 
for the advantage of colonising nations. There are apparent exceptions in the cases of Australia, 
Canada and the United States being possibly the most famous. Most of these former colonies, 
colonialism and its legacies have facilitated the conditions that deprive many people of accessing 
land, capital, education and other resources that permit people to support themselves 
satisfactorily. In these countries, poverty is one legacy of a troubled history involving conquest. 
 
War and political instabilities are factors that impact poverty. Whatever the causes of war and 
political turmoil, it is evident that safety, stability and security are essential for survival and, 
beyond that, economic prosperity and growth. Without these basics, natural resources cannot be 
harnessed individually or collectively, and no amount of education, talent or technological know-
how will allow people to work and reap the benefits of their labour. Laws are required to protect 
rights, property and investments. Without legal protections, farmers would be entrepreneurs, and 
business proprietors cannot safely invest in a country’s economy. It is an indicating sign that the 
poorest countries in the world have all experienced civil war and severe political turmoil at some 
point in the 20th century, and many of them have weak governments that cannot or do not 
protect people against violence. 
 
The national debt is also among the factors that promote poverty. Numerous developing 
countries have the burden of enormous debt, due to loans from developed countries and 
international financial institutions. Poorer countries owe an average of $2.30 in debt for every $1 
received in grant aid (Délice, 2016). Besides, structural adjustment policies by organisations like 
the World Bank and the International Monetary Fund (IMF) often need poorer countries to open 
their markets to outside business and investors. Thus, mounting competition with local 
businesses and undermining the prospective development of local economies. In recent years, 
calls for debt cutback and forgiveness have been on the rise, as activists deem this as a critical 
means of minimising poverty.  It has also been made priority by the United Nations to scrutinise 
how economic structural adjustment policies can be structured to place less pressure on 
vulnerable populations. 
 
Discrimination and social inequality influences poverty. Poverty and inequality are two different 
things. However, inequality can nourish widespread poverty by excluding groups with lower 
social status from accessing the means and resources to support themselves. According to the 
United Nations (2013), “inequalities in income distribution and access to productive resources, 
basic social services, opportunities, markets, and information have been on the rise worldwide, 
often causing and exacerbating poverty.” The United Nations and many aid agencies also 
highlight that gender discrimination has been an essential factor in keeping many children and 
women around the globe in poverty. 
 
Vulnerability to natural disasters also promotes poverty. In areas of the globe that are already 
less wealthy. Repeated or occasional catastrophic natural disasters can cause a significant 
obstruction to eradicate poverty. The consequences of flooding in Hawaii, drought in the Horn of 
Africa and the 2005 and earthquake in Nepal are examples of how vulnerability to natural 
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disasters can be overwhelming to affected nations. In each of the mentioned cases, already 
impoverished people became refugees within their own countries. Losing whatever little they 
had, being forced out of their living spaces and becoming almost entirely dependent on others for 
survival. Two years after Cyclone Nargis hit Myanmar in 2008, the debt burden of local fishers 
had doubled (World Bank). Haiti experienced an earthquake and tsunami in 2007, and the losses 
from that disaster equalled to 95 % of the national budget. With foreign aid, the governments in 
these countries would have been unable to meet the requirements of their people. 
 
Poverty in the Gambia 
 
Gambia is predominantly a rural country with a population of roughly two million people. It is 
geographically engulfed, within the western African country of Senegal. The country is mainly 
dependent on agriculture. Agriculture is an industry that employs about 75% of the population 
and accounts for a third of its GDP. Woefully food insecurity is prevalent, and the region is 
becoming increasingly vulnerable to harmful climate events. These are the two inescapable 
factors that have become causes of poverty in the Gambia. The Gambia Bureau of Statistics 
(GBoS, 2016) has stated in a press release that poverty is still a rural phenomenon in the country 
and that the national poverty rate has remained flat between 2010 and 2015/16. They further 
indicated that the poverty rate of the rural areas rose from 64.2 % in 2010 to 69.5% in 2015. 
National poverty rose a bit from 48.1% in 2010 to 48.6% in 2015. While this rise of the poverty 
rate was statistically insignificant, the number of poor increased substantially by 18.2% from 
0.79 million in 2010 to 0.94 million in 2015. 
 
Gambia is among Africa’s smallest and most impoverished nations, ranking 172 out of 186 
countries in the world; poverty is widespread, pervasive and predominantly rural. Approximately 
three-quarters of the rural population are classified, as poor people (the United Nations 
Development Programme’s 2014 human development index). The country is highly vulnerable 
to increasingly irregular rainfall, food price volatility and financial crisis. At least half of the 
country’s impoverished population entailed of farmers and agricultural workers. Groundnut 
farmers in upland areas are among the poorest. In the North Bank, Upper River and Lower River 
Regions, about two-thirds of the populations are poor, and pockets of poverty can be found, 
throughout the country. 
 
Gambia is among the most highly urbanised countries in sub-Saharan Africa with 40% of its 
population living in urban. In which 26% are living in the Greater Banjul Area (GBA). The GBA 
population is increasing at a rate of over 8% annually. Such rapid urbanisation and associated 
problems of urban slums, degraded environment, inadequate health services, unemployment and 
poverty are now helping central government agencies, to plan measures for future urban 
development. 
 
The country’s lack of economic diversity is the underlying factor of the high poverty rate. 
Solving the lack of economic diversity would inherently solve many of the financial problems in 
the country. However, would require systematic changes within Gambian society to sufficiently 
address. Tourism is the other industry that has a considerable stake in the economy, and 
presently 20% of the country’s GDP comes from remittances inflow. The country is one of the 
most frequently visited countries in western Africa region, due to its closeness to both the 
Atlantic coast and Europe. Even though the industry has accounted for about 20% of the GDP, it 
has declined recently due to travel concerns caused by the 2014 Ebola outbreak. 
 
The failure to put in place programs or institutions that would promote private sector growth has 
compelled the majority of the population to sustain themselves only through agriculture. Thus 
agricultural causes of poverty in the Gambia can be described, as a symptom of the disease. 
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However, farming practices and crop yields are typically insufficient.  There is a shortage of 
access to land and water. The water available for agricultural use is often improperly managed. 
Soil fertility is decreasing, and inconsistent weather-related crop failures are a common 
occurrence. All these combined make the matter worst. 
 
Less fundamental causes of poverty in the Gambia include a 45% illiteracy rate, an extremely 
high risk of contracting infectious diseases, and a 1.7% adult pervasiveness rate of HIV or AIDS. 
The Gambians have abysmal access to appropriate healthcare. There has been severe population 
growth in combination with one of the highest infant mortality rates in the world. Child labour is 
also common, with an estimated 25% of children ages 5-14 employed (United Nations 
Development Programme (UNDP), 2017).  
 
It is somewhat unfortunate that things do not appear to be improving for either the Gambia 
government or its citizens in recent times. Due to a border closure with the neighbouring country 
of Senegal in 2016, substantial contraction of the GDP took place, resulting to low agricultural 
productivity, decreasing rates of tourism, a budget deficit of -10.4%, and a limited capacity for 
foreign trade. However, HE Adama Barrow, the newly elected president has expressed his 
commitment to revamping economic policy as well as public policy entirely. The president has 
advocated for consolidating debt, plummeting the deficit, and reforming public institutions.  
These are undoubtedly long-term goals, but they are changes urgently needed to enhance the 
well-being, safety and hopes of future improvement for the Gambian people in the years ahead. 
 

Public Debt 
 
Public debt occasionally referred to as government debt, signifies the total outstanding debt 
(bonds and other securities) of a country’s central government. It is usually manifested, as a ratio 
of Gross Domestic Product (GDP). Public debt is raised both externally and internally, whereas 
internal debt represents the government’s obligations to domestic lenders and external debt is the 
debt owed to lenders outside the country. Public debt is a vital source of funds for a government 
to finance public spending and fill holes in the budget. Public debt as a percentage of GDP is 
usually utilised, as an indicator of the ability of a government to meet its future commitments. 
 
Governments in many developing countries, usually borrow issuing securities and government 
bonds. Some borrow directly from multilateral companies like the IMF and the World Bank. 
Public debt often facilitates it for the government to invest in the most critical areas of the 
nation’s economy where the capacity of tax revenue to get on these projects may be limited to 
situations where additional printing of money will disrupt the stability of the country’s economy. 
 
There are many ways of measuring the Government’s debts and financial position. Some 
government calculation is based, on a definition of the central government debt called the non-
consolidated central government debt. All loans which the Debt Office has taken on behalf of the 
government included. 
 
Categories of public debt 
 
Borrowing of the government is different from one another on numerous grounds. Depending on 
the purpose, duration, use, origin, etcetera, public debt can be categorised into different types. 
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Chart 1: Types of Public debt, Source: 6 Major Forms of Public Debt, Article 
shared by Smriti Chand 
 
Internal public debt is the public loans floated within the country, while external debt refers to 
the borrowing from other countries or international institutions. Internally the government 
borrows from private individuals, institutions, commercial banks or other financial institutions. 
However, external debt represents a claim of foreigners against the real income (Gross National 
Product) of the country when it borrows from foreign countries and has to repay at the time of 
maturity. It may help the government in trying times when internal resources are not enough to 
meet the financial obligations. External public debt permits import of real capital and permits the 
country to consume more than it produces. 
 
Productive public debt is those loans which are incurred by the government to invest in 
productive assets or enterprises such as irrigation, railways, motorways, multipurpose projects 
and more. These projects may yield income to the government for repaying the annual debt 
interest and the principal loan in the long run. In brief, loans incurred for the creation of 
remunerative capital assets that generate revenue for the government can be called, as productive 
debt. An unproductive public debt, on the other hand, is the debt incurred to cover budgetary 
deficits on revenue account or for purposes which do not generate or yield any direct income to 
the government is regarded, as an unproductive debt. They do not contribute to the productive 
capacity of the economy. They are not self-liquidating and thus impose a net burden on the 
community. 
 
With voluntary debt, people are free to buy the public debt of their own free will. That is to say 
that voluntary loan is provided by the people, freely. In this situation, there is no compulsion or 
legal enforcement to lend money to the government. Whereby, in the case of compulsory debt 
force is involves. It involves loans taken by the government through its coercive authority arising 
out of its sovereign powers. The government forces the people to subscribe to these loans. It is 
apparent that in the case of compulsory loans, the terms of borrowing are in such a manner that 
the government would not be able to raise the debt if it was a voluntary loan. In this situation, the 
compulsory loan is comparable to a tax. 
 
Public debts categorised as redeemable or irredeemable, on the criterion of maturity. Loans 
which the government undertakes to pay back after a fixed period are called redeemable debt. 
This categorisation is carried out on the ground of maturity. The government has to make some 
arrangement for the repayment of redeemable debt and the loans are terminable. Whereas, 
irredeemable debts are loans for which the government makes no promise concerning the actual 
date of maturity. However, all that the government does is to concur to pay interest on a regular 
basis for the bonds issued. The society is burdened with a perpetual debt under such loan, as tax-
payers would have to pay a great deal in the end. So, on the ground of convenience and finance, 
redeemable debts are preferred. 
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Funded debts are long-term debt (exceeding at least a year) generated by the government, for 
making a permanent capital asset. It consists of securities which are marketable on the stock 
exchange. Generally, when a loan of this type is issued the government’s choices to repay cannot 
be exercised until after a stated period, during which the lenders will receive the interest 
undiminished. On the other hand, unfunded debt is a short-term fund. It is also called floating 
debt. Unfunded debts are those loans that are paid off within a year. Treasury bonds are 
unfunded debts for the reason that they are for three to six months.  Thus, unfunded debts are 
always raised, in anticipation of public revenue, a temporary measure to meet current needs. 
 
Public debt can also be classified, into short-term, medium-term and long-term debt, based on 
the duration of the loan. Short-term loans are debts which mature within a time frame of three to 
six months. Such loans are drawn, from the central bank by utilising the credit instrument of 
treasury bills. On the other hand, the long-term debts are debts repayable after an extended 
period, usually, ten years or more. The government generally raises such loans for development 
purpose finances. Generally, long-loans carry a high rate of interest. Moreover, the medium-term 
loan is floated by the government, and usually bearing average interest rates. Medium-term loans 
are generally preferred and are typically raised to meet expenditure on education, war finances, 
health, relief work and more. 
 
Factors affecting public debt 
 
One of the problems that countries are confronting in today's world is public debt. Public debt 
has, in fact, become a common problem for developing countries. It has become a new 
succession of slavery for many African countries and other underdeveloped nations in the world. 
Many countries borrow money with the aim of improving the economy by providing 
employment, creating opportunities for making revenue or building better infrastructures to 
improve living standards.  
 
There are numerous historical views on the causes of public debts in developing countries. 
Negative growth rates faced most of the developing countries in the 1970s and 1980s, such as 
food shortages, high record levels of unemployment, hyperinflation and weak health and social 
welfare systems. It was not that easy to triumph over these challenges, and the governments had 
to come up with grand plans to solve the crisis. For example, the affected nations undertook 
expansionary fiscal policies which were mirrored, in the increasing public spending. 
 
Unfortunately, with countries revenues not meeting the desired expectations, these increased 
expenditures forced the government to borrow funds to be able to start on these expansionary 
policies. For many of these developing nations, these were desperate times as they were 
borrowing money anyhow. The debt-to-GDP ratio increased resulting in fiscal imbalances due to 
the collapse of the prices of goods and services. These also resulted in a shortfall in donor 
budgetary support affecting even how these governments run. Many reasons could be said, as the 
cutting-edge causes of the ever increasing public debt. 
 
Waging wars is one of the main reasons that cause an increase in the public debt of a country. 
Governments have to borrow hugely from the public to meet their war-expenditure during the 
wars. It has, in fact, turned out to be the most important reason for the phenomenal growth in 
public debt. It was the World War II that forced the Governments to borrow funds from the 
public. 
 
Developmental planning is among the reasons that influence an increase in public debt of a 
country. Modern Governments have resorted to the planned development of the country and 
intervene in economic affairs according to the requirements of the economy. The Governments 
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in the world, almost all of them, has abandoned the policy of free trade and non-intervention of 
the government in business and industry. The planned economic growth needs substantial funds 
that cannot be collected, through taxation. Hence, The Governments borrow funds from the 
public. 
 
A deficit in the budget provides a cause for the increase in public debt of a county.  The 
Government sometimes leave the deficit in the budget uncovered, while preparing the budget. 
The government fills up the gap by resorting to public borrowings if it does not think it 
appropriate to meet the deficit by resorting to increased taxation. It may also adopt the second 
course of printing and be circulating more currency equal to the amount of deficit in the budget. 
However, it is also one way of public borrowing that may lead to inflation. 
 
Controlling inflation can also influence the increase in public debt of a country. By public 
borrowings on a large scale, the Government withdraws a substantial amount of money out of 
circulation that helps control the inflationary strain in the economy. The Governments in 
developed and developing countries take resort of public borrowing to decrease the inflationary 
pressure in the economy. 
 
The unpopularity of taxation can also be a reason for the increase in public debt of a country. 
Taxation always starts opposition from the public and therefore, the Government cannot raise 
significant funds by way of taxation. It takes the more accessible way of meeting this opposition, 
of raising funds through public debt. 
 
Controlling Depression is a reason for the increase in a nation’s public debt. Public borrowing is 
also regarded, as a valid measure to check unemployment situation in the economy and 
depression. The reason is that if the Government raises funds through taxation, it will adversely 
affect the ability of the people to work and to save and therefore investment in industry and trade 
will be harassed. In a given situation, public borrowing may be the best way because the people 
who can save will contribute towards public debt. Thus, it will not affect the people of the low-
income group. Furthermore, the debt so raised will be spent by the Government for productive 
and developmental purposes, which consecutively increase the production and demand of the 
commodities. Thus, it will improve the economy. 
 
Facing Natural disasters can also influence the increase in public debt of a nation. In facing 
natural disasters such as floods, earthquakes, famine, etcetera, the Government raises funds 
through public debt because the amount of such loan is not much and besides its nature is not 
permanent. 
 
Public debt of the Gambia 
 
The high level of the Gambia’s public debt is a cause for concern. The International Monetary 
Fund debt sustainability analysis (DSA, 2017) indicates that debt vulnerabilities remain high in 
the Gambia. In ensuring debt sustainability, the country needs the mobilisation of sizable and 
sustained eternal grant support, firm fiscal discipline, and strictly limiting reliance on external 
borrowing, even on concessional terms. The analysis further indicates that the country is 
presently in external debt distress, deterioration from the previous moderate risk rating, 
undertaken in 2015. The main forces of this change were the weakening in the Gambia’s overall 
institutional capacity in the recent CPIA assessment and worsening of several debts burden 
indicators at the start of the projection horizon linked with previous fiscal slippages (IMF, 2017). 
 
The short-term outlook of the Gambia's public and publicly guaranteed (PPG) external debt 
remains challenging. The Gambia’s stock of PPG foreign debt is expected to stay highly 
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concessional, while elevated above 52% of GDP, with new borrowing to contain a minimum 
grant element of 35% to limit additional increases in debt servicing costs. Central government 
external debt is mainly owed, to multilateral creditors (about 71% of total foreign debt) and 
official bilateral creditors (about 29% of the total external debt) (See Table 1). Both multilateral 
and bilateral debt is on highly concessional terms, with long maturities, grace periods, and low-
interest rates. Due to the effects of the political confusion on tourism during high season and a 
bad agricultural season, PPG external debt ratios remain elevated, in part reflecting weaker 
economic growth in 2016 (IMF, 2017). 
 
 

    Table 1. The Gambia: Structure of External Public Debt at end-2016  

 
$US millions 

Percent of 
Total Debt GDP 

 
Total 

Multilateral creditors 
IMF 

IDA 

AfDB 

Other Multilaterals 

Of which: Islamic Development Bank 

Of which: Arab Bank for Economic Development in Africa 

Bilateral Creditors 
Paris  Club 
Non Paris Club 

Of which: Kuwait Fund for Arab Economic Development 
Of which: Export-Import Bank of India 
Of which: Saudi Fund for Development 

Other Borrowing 

 
504.7 

 
100.0 

 
52.4 

358.8 71.1 37.3 
38.8 7.7 4.0 
58.2 11.5 6.0 
50.9 10.1 5.3 

210.9 41.8 21.9 
101.6 20.1 10.6 
38.6 7.6 4.0 

145.9 28.9 15.2 
8.1 1.6 0.8 

137.9 27.3 14.3 
32.6 6.5 3.4 
29.3 5.8 3.0 
23.5 4.7 2.4 
0.0 0.0 0.0 

Sources: Gambian Ministry of Finance; and IMF Staff (2016) 

 
Table 1: The Gambia Structure of External Public Debt 2016.  
 
 
The total public debt-to-GDP is now higher in 2016 at around 120 % of which 67.9% is domestic 
(see Table 2). It reflects a more explicit recognition of SOE’s publicly guaranteed internal and 
external debt that is serviced by the government as part of the baseline. Public debt is anticipated 
to fall to 90% by 2022 reflecting the growth of domestic debt at a lot slower rate than nominal 
GDP growth, concessional budget support, lower Treasury bill rates, and robust growth. The 
average Treasury bill rates have dropped from highs around 20% in 2016 to around 12% in 
March, and are anticipated to steadily decline further in line with inflation and fiscal discipline 
anchored by the NDB target of 1% of GDP (IMF, 2017). 
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        Table 2. The Gambia: Structure of Public Domestic Debt at end-2016 

Percent of 

Sources: Gambia Ministry of Finance & IMF 

 
 
 
 
 

GMD millions Total Debt GDP 
 

Total             28670 
 

100.0 
 

67.9 

T-Bills                                            17891 62.4 42.3 
held by CBG 307 1.1 0.7 
held by Banks 13218 46.1 31.3 
held by Non Banks 4367 15.2 10.3 

CBG Bond (30-Year) 10779 37.6 25.5 

 
 
 
 
Table 2: The Gambia Structure of Public Domestic Debt 2016.  
 

The high level of the Gambia’s public debt and its high rollover risks remain a reason to worry. 
Even though it is declining, the current value of public debt-to-GDP remains well above its 
indicative benchmark for the entire forecast horizon (IMF, 2017). Elevated public debt ratios 
reflect weaker growth yields and past fiscal decrements including unbudgeted state-owned 
enterprise (SOE) support, combined with the massive theft mainly from SOEs of the previous 
government. Public debt dynamics are incredibly vulnerable to shocks to domestic interest rates. 
It highlights the importance of the authorities following a wise fiscal consolidation plan. 
Approximately three-quarters of Treasury bills are held, by commercial banks (around one-third 
of bank assets), and another quarter by non-banks. Banks’ subjection to the sovereign represents 
a prospective source of financial stability risk. It highlights the need to make progress towards 
developing suitable crisis resolution mechanisms and financial safety nets to address such 
potentially adverse deluge. 
 
Bringing the county’s public debt to safer levels would need additional measures and donor 
support. The authorities remain devoted to addressing fiscal shocks from SOEs through a 
structured reform program involving governance reform, the removal of long-term credit 
guarantees and on-lending by the government, and privatisations when feasible. Together with a 
commitment to the fiscal anchor of a 1% NDB target and return to stronger growth in the longer 
term, this results in declining present-value of public debt-to-GDP ratios both in the baseline 
situation and in the customised scenario including SOE contingent liabilities. However, the 
decline is not sufficient to bring debt below its benchmark. The authorities are working on 
options for gradually moving to longer maturity public debt instruments which would help 
reduce rollover risks and could help lower near-term debt servicing costs. It would also assist to 
meet the demand for longer-dated instruments by banks and nonbanks and help ascertain an 
incipient yield curve aimed at securities market development. They are also engaging with 
domestic creditors to restructure the debt of NAWEC (National Water and Electrical Company) 
which would generate further breathing space. 
 

Economic Growth 
 
Economic growth is the increase in the capacity of an economy to produce goods and services, 
compared from one period to another. Whereas, the growth rate is defined as the percentage 
change in GDP and can either be negative or positive. Negative growth rate decreases the 
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standard of living, while positive growth increases national income and improves the standard of 
living. 
 
Different methods are usually used by economists and statisticians to track economic growth. 
The most commons and frequently track metrics are Gross Domestic Product (GDP) and Gross 
National Product (GNP). Though, some economists have highlighted limitations and biases in 
GDP calculation. The Organisation Economic Co-operation and Development (OECD) also keep 
relevant productivity metrics to gauge economic potential. Some propose measuring economic 
growth through increases in the standard of living, but it is believed to be tricky to quantify. 
 
Economic growth can be measured, by the increase in a country’s total output or gross national 
product (GNP) or real gross domestic product (GDP). It is measured, as the percentage increase 
in real GDP which is GDP adjusted for inflation. Gross domestic product (GDP) is the total of all 
income earned by the factors of production established in a given nation. However, the increase 
in a country’s production is an increase in GDP. The gross national product is the total of all 
income earned by the factors of production owned by the residents of a given nation. 
 
The formal theory of economic growth became part of microeconomics in the period after World 
War II, due to the question of why some countries are rich and others poor, and why some 
countries proliferate and others slowly. The puzzle of why countries are economically more 
successful than the others is in the title of Adam Smith’s “Inquiry into the Nature and Causes of 
the Wealth of Nations (1776)”. 
 
Categories of economic growth 
 
There are two types of economic growth, potential growth and actual growth. The potential 
growth represents an increase in an economy’s productive potential and also described as the 
long run growth. Long run growth occurs when an economy secures an increase in the number of 
factors of production. The quality and the quality of the factors of production determine the 
extent of the increase.  
 
The potential economic growth is referring to the pace at which the economy could grow. It is 
the yearly percentage increase in the economy's capacity to produce (the rate of growth in 
potential output if all resources were being utilised most efficiently). The actual growth 
represents the changes in the real gross domestic product of an economy. It is mostly used 
because potential growth is very had to calculate.  
 
The difference between the actual and potential output of the economy is called the output gap. 
An output gap allows the central bank of an economy to use expansionary monetary policy to 
increase aggregate demand (AD) and growth if required. 
 
Factors affecting economic growth 
 
The economic growth of a country may be hindered, due to some factors, such as trade deficit 
and alterations in expenditures by governmental bodies. Usually, the economic growth of a 
country is negatively affected when there is a sharp increase in the prices of goods and services. 
Some critical factors affect the economic growth of a country. 
 
Human resources referred to as one of the most significant determinants of economic growth of a 
country. The quality and quantity of accessible human resource can instantaneously affect the 
growth of an economy. The quality of human resource is subject to its skills, training, education, 
and creative abilities. The output will also be of high quality if the human resource of a country 
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is well skilled and trained. A lack of skilled labour, on the other hand, impedes the growth of an 
economy, while a surplus of labour is of lesser importance to economic growth. Thus, the human 
resources of a country should be enough in number with needed skills and abilities, so that 
economic growth can be attainable. 
 
Natural resources influence the economic growth of a country to a great extent. It involves 
resources that are generated by nature either on the land or underneath the land. The resources on 
land include plants, water resources, and landscape. The resources underneath the land include 
natural gas, metals, non-metals, minerals, and oil. The natural resources of a nation depend on 
the climatic and environmental conditions. Nations having enough of natural resources enjoy 
good growth more than countries with an inadequate amount of natural resources. The efficient 
exploitation or development of natural resources depends on the skills and abilities of human 
resource, the technology used and availability of funds. A country with a skilled and educated 
workforce having abundant natural resources takes the economy on the growth track. 
 
Technological development referred to as one of the significant factors that affect the growth of 
an economy. Technology includes the application of scientific and production methods. 
Technology, in other words, can be characterised by nature and type of technical instruments 
used by a certain amount of labour. Technological development helps in improving productivity 
with the inadequate amount of resources. Countries that have acted in the field of technological 
development grow quicker as compared to countries that have less focus on technological 
development. The selection of appropriate technology also plays a role in the growth of an 
economy. On the other hand, an inappropriate technology- results in high cost of production. 
 
Political and social factors also play an essential role in the economic growth of a country. 
Political factors, such as participation of government in formulating and implementing different 
policies, have a significant role in economic growth of a country. Social factors comprise 
customs, traditions, values and beliefs, which contribute to the growth of an economy to a 
substantial extent. For instance, a society with traditional beliefs and superstitions refuses to 
accept the adoption of modern ways of living. In such a case, achieving becomes difficult. 
 
Capital formation impacts the economic growth of a country. It involves machinery, power, 
transportation, land, building, and medium of communication. Obtaining and producing all these 
humanmade products is regarded as capital formation.  Capital formation amplifies the 
availability of capital per worker, which additionally increases capital or labour ratio. Therefore, 
the productivity of labour increases, finally leads to an increases in output and growth of the 
economy. 
 
Economic growth in the Gambia 
 
The Gambia has a small economy that depends mainly on tourism, remittances, rain-dependent 
agriculture, and is vulnerable to external shocks. The fiscal situation, which worsened during the 
political impasse, has improved because of the strengthening of fiscal discipline and external 
support. Expenditure ceilings have helped curb expenditures, and domestic revenues have 
recovered in 2016 (The World Bank, 2018). 
 
The economy encountered exogenous shocks caused by inconsistent rainfall and spillover effects 
of the regional Ebola crisis, in 2014, causing GDP growth to fall from 5.6% to –0.2% (Africa 
Development Bank (ADB), 2018). Growth bounced back to 4.4% in 2015 but declined to 2.2% 
in 2016 due to policy slippages, electoral impasse, an unusually short rainy season, and a three-
month border blockade by Senegalese transporters union. GDP growth is anticipated to rebound 
in the future, to be primarily driven by agriculture and services, and is projected to stabilise over 
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the medium-term, depending on the new government’s ability to conduct a robust transition, 
attract investors, and set the foundations for economic transformation (Africa Development Bank 
(ADB, 2018). 
 
The country’s higher spending forced the budget deficit from 1.7% of GDP in 2008 to a peak of 
10% in 2014, before subsiding at 9.5% in 2016. The deficit was financed mainly from domestic 
borrowing. In 2013, domestic debt stock rose from 37.1% of GDP to 67.9% in 2016, 
contributing to a quick increase in total public debt stock, from 83.3% of GDP in 2013 to 120% 
in 2016. In 2016, Inflation reached 7.2%, up from 6.8% in 2015, propelled by high food prices 
and depreciation of the Gambian Dalasi against the U.S. dollar in November 2016. Thus, 
Inflation is expected to decline in the foreseeable future, benefitting from the normalisation of 
monetary policy and a rebound in agricultural production. In 2015, the current account deficit 
decreased from 15% of GDP to 8.7% in 2016 due to favourable terms of trade and moderate 
rebound in trade. In 2015, trade deficit decreased from 25.7% of GDP to 17.9% in 2016 (ADB, 
2018). 
 

 
 
Chart 2: The Gambia GDP Growth Annual Percentage Change (1996-2016)  
Source: World Bank Database  
 
The country’s real GDP growth is estimated at 2.2% in 2016, revealing the impact of the 
political turmoil on tourism, weak agricultural output, and foreign exchange scarcity. Growth is 
anticipated to recover and then gradually increase over the next few years. The government 
focused on restoring macroeconomic stability and reducing the potential for fiscal shocks from 
the domestic and external debt of state-owned enterprises (SOEs). With the country return to the 
rule of law and policy unavoidability, lower interest rates and a recommencement of private 
sector credit growth, investment, as well as FDI, is anticipated to increase sharply, in tourism, 
commercial agriculture, mining, and oil and gas. Significantly improved relations with Senegal 
should support re-exports and trade within the sub-region and, more generally, serve to foster 
regional integration. Moreover, greater and cheaper energy supply, including with the coming on 
stream of a regional hydropower project in 2020, will help economic activity of many sectors, 
including light manufacturing. However, given significant uncertainties around the baseline 
scenario, growth is projected lower at 4.8% over the longer term compared to 5.9% in the 
previous DSA. The current account deficit is expected to narrow in the medium to long-term, 
while the fiscal outlook has deteriorated further, with more massive projected deficits in the 
medium term (IMF, 2017). 
 

-6

-4

-2

0

2

4

6

8

The Gambia GDP Growth (Annual %)



21 
 

Literature review 
Corruption and Poverty 
 
Corruption and poverty have a bi-directional relationship because poverty tends to cause 
corruption and corruption tends to cause poverty. People without enough money to buy essential 
commodities (in poverty) are more vulnerable to break the rules to survive. Notably, more are 
likely to take bribes in return for providing special consideration. Some people have a 
compelling moral character and will not do such, but some certainly will. Thus, poverty may 
initially happen for reasons that have no link with corruption, and corrupt for reasons that have 
no link with poverty, but once one happened, the other becomes more probable. Unfortunately, 
corruption and poverty go hand-in-hand, and to end poverty one have to end corruption. 
 
The relationship between poverty and corruption has been a topic for study since in the 1970s. 
The first branch of literature has its origin in the American economic review, with the long-
established contribution by O.Krueger (1974), in his title “The Political Economy of Rent-
Seeking Society”. Most people have the notion that corruption is one of the most important 
reasons why developing countries remain poor, and still, many people working in development 
seem to be willing to condone some corruption as an unavoidable fact of life in developing 
countries. Though we need to observe much more convergence of reasoning, built on sound 
evidence and analysis, and that this is a relevant step if the development business is to regain and 
maintain the confidence of the people paying for development assistance. 
 
Economic growth can explain the relationship between corruption and poverty. According to 
Sanjeev et al. (1998), corruption deepens poverty and income inequality via lower economic 
growth, poor targeting of social programs, biased tax system favouring the wealthy and well-
connected, unequal access to education, higher risk in investment decision of the poor, and lower 
social spending. The poor and the weak face the real brunt of corruption when governance 
institutions are weak, and members of the elite and their acquaintances are almost literally 
beyond the law. A rise of 0.78% in corruption decreases the income growth of the poorest 20% 
of the people in a country with 7.8% per annum (Transparency International, 2018).  
 
The battle against corruption in many developing countries like The Gambia is economical 
because it increases poverty, aggravates inequalities and makes for economies with skewed 
structure. The report by the African Centre for Economic Growth (AFCG, 2000) stated that there 
is a critical link between corruption and poverty, and the severe corruption that impedes 
development in the most unexpected and incapacitating ways is an elite activity. In the event 
elites that are part of informal structures of power perpetrate much of the most severe corruption, 
it aggravates already severe levels of poverty and economic inequality. The wealthy people 
group have both possibilities and motivation to involve in bribe giving because of their 
privileges, status, and economic capacity. While the poor people group excluded from the 
privilege (You & Khagram, 2004). 
 
According to the empirical result of Negin, Abd-Rashid, & NIkopour (2010), poverty 
conclusively and significantly affects corruption. They conducted research based on a sample of 
97 market economies utilising the Granger casual and dynamic system over the time 1997 to 
2006, and they aimed to test the causal relationship between poverty and corruption. Many other 
works of literature have shown the empirical relation between poverty and corruption. According 
to the paper of Gyimah-Brempong (2002), poverty in African countries in which have the least 
development to improve living standards is a widespread problem. In this region, corruption 
appears together with the poverty issue. Justsen & Bjornskov (2014) also stated that when 
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considered theoretically and compared with better-off groups, bribery for private gain by 
government officials is more probable in more impoverished societies.  
 
Corruption is a severe problem which rips off the poor mainly and denies millions of people of 
access to service and of the chance to earn a decent living. It is the main hindrance to economic 
growth in some countries (The Gambia is an example). However, there are many different causes 
of poverty, and there are some emerging countries that have very small-scale corruption 
(Ethiopia is an example). There are also clear cases across the history of countries that have 
experienced rapid industrialisation notwithstanding having very high levels of corruption at the 
period, and such countries include Indonesia, Thailand, Korea, Japan (Owen, 2009). Mustafa & 
Julide (2016) researched the effect of poverty on corruption using annual unbalanced panel data 
analysis of 154 countries from 2000 to 2013. According to their empirical results, poverty has 
statistically significant and positive effects on corruption. 
 
Corruption is an agency of poverty and a hindrance to successful poverty eradication. It could 
ruin the efforts of developing countries to mitigate poverty. Corruption’s relation to poverty is 
numerous and frequent. In the public sector, corruption setbacks and averts economic growth and 
deepens poverty. Alternatively, poverty induces corruption as it undermines economic, political 
and social institutions. However, High levels of corruption aggravate the living conditions of the 
poor by distorting the entire decision-making process related to public sector programs. 
Corruption deepens poverty by hindering productive programs such as education and healthcare 
at the expense of larger capital intensive projects which can provide more excellent opportunities 
to extract illegal incomes. Alternatively, social and income inequalities in developing countries 
make greater inequalities in the distribution of power and promote corruption (Ndikumana, 
2006). 
 

Corruption and Public Debt 
 
Corruption influence public debt, because where corruption exists and transparency is deficient, 
decisions about public debt are risky, and debt servicing may become more expensive for the 
national treasury. Many scholars have researched on the relationship between corruption and 
public debt, and the outcomes of most results show that the interaction term between corruption 
and public debt is statistically significant. Luigi, Alfredo, & Luca (2015) investigated the 
relationship between corruption and public debt by utilising a panel of 166 countries over the 
period 1995 to 2013. Their result indicates that corruption in the public sector increases 
government debt. 
 
Corruption can increase public expenditure, and this leads to higher public debt. Tanzi and 
Davoodi (2002) assert that corruption leads to an increase in public expenditure. Higher 
government expenditure enhances the effect of corruption on public debt (Arusha, Ratbek, & 
Friedrich, 2016). That is to say; corruption may be linked, with expanded bureaucracies, 
immoderate and less productive investment, and an inadequate composition of expenditures. For 
instance, large salary bills may conceal operations and maintenance expenditures. In maximising 
lucrative rent-seeking, the decisions can be biased towards substantial capital investments at the 
cost of labour-intensive ones. Some theoretical literature related high public debt to the presence 
of rent-seeking activities by the government (Yared, 2010, Bataglini & Coate, 2008). 
 
Corruption lower tax revenues and it may result to increase in public debt. Public resource 
mobilisation can be weakened, by tax evasion and creative tax avoidance scheme. A government 
has to resort to borrowing to finance projects when there is lower tax revenue (Arusha & 
Friedrich, 2013). Thus, the more corrupt a government, a more significant amount of tax 
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revenues would go into bribe payments which can reduce revenues necessitating more borrowing 
(public debt). Moreover, corruption opportunities generate an incentive to make or keep that tax 
code excessively complex and subject to many discretionary exemptions. 
 
Shadow or underground economy influences a relationship between corruption and public debt. 
Public mismanagement may also be linked, with a larger underground economy. A Larger 
shadow or underground economy reduces tax revenue, decrease the tax base, and may compel 
higher official tax rates, which consecutively may feed into the vicious cycle of increase shadow 
economies and statutory tax. Arusha, Ratbek, & Friedrich (2017) assert that a larger shadow 
economy and increased corruption lead to an increase in public debt. Their results also indicate 
that the underground economy increases the effect of corruption on public debt, implying that 
they act as complements. They conclude that a larger underground economy reduces tax revenue 
and therefore increases public debt. 
 
Corruption gives rise to a more comprehensive fiscal deficit as public revenues reduced, while 
public spending is at the same time increased (Arusha Friedrich, 2013). A decreased in public 
revenues while public spending simultaneously increased will adversely affect the public debt.  
Corruption shatters incentives and opportunities, perverts efficient market allocations, leads to 
innovation and brain-drain in a country and consequently leads to an unpleasant business 
environment, lower growth rates with lower tax revenues and higher public debt (Arusha 
Friedrich, 2013). 
 

Corruption and Growth 
 
Corruption is considered, as a definite limitation on economic performance. However, academic 
literature finds different effects of corruption on economic performance. Corruption's effect on 
economic growth is two-sided. Some research argues that corruption hinders economic growth, 
while other papers consider corruption a “grease the wheel” mechanism.   
 
Mo & Pak (2001) present a result showing that 1% increase in the corruption level reduces the 
growth rate by about 0.72% or, that is to say in other words, a one-unit increase in the corruption 
index reduces the growth rate by 0.545 percentage points. Political instability is the most 
significant channel through which corruption affects economic growth. It accounts for about 
53% of the total effect. Their result also finds that corruption reduces the level of human capital 
and the share of private investment. 
 
According to Huntington (1968), Lui (1985), and Lein (1986), corruption helps to control 
complicated bureaucratic constraints, inefficient provision of public services, and strict laws, 
mainly when countries’ institutions are weak and work poorly (Acemoglu and Verdier 2000, 
Meon and Weill 2010). On the other hand, Murphy et al. (1991), Shleifer & Vishny (1993), and 
Rose-Ackerman (1997) argue that corruption only reduces economic performance. This is due to 
rent-seeking, an increase of transaction costs and uncertainty, inefficient investments, and 
misallocation of production factors that come with corruption. 
 
Mauro (1995) argues that many of the previous studies investigate the effect of corruption on 
economic performance and most of these studies show a negative relationship. Corruption is 
shown to be detrimental to the economy through large shadow economy and higher inflation (Al-
Marhubi 2000, Schneider, Buehn, Montenegro 2010). Some research indicates that it reduces 
investments and foreign direct investments (Brunnetti, Kisunko, & Weder, 1997, Capos, Lien, & 
Pradham, 1999, Abed, & Davoodi, 2002). Salma and Amira (2015) assert that corruption has a 
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negative impact on capital accumulation human which hinders the economic growth of 
developing countries.  
 
Government expenditure is another variable in the linked with corruption that has enticed 
attention in the public finance area. Corruption lowers government expenditure on the poor, and 
it negatively affects them (the poor) (Justesen et al. 2014). The analysis of the components of 
public expenditure by Mauro (1998), manifests that corruption lowers the level of expenditure on 
health and education. According to Dzhmashev (2014), the relation between corruption and 
governance shapes the efficiency of public spending, which in turn, determines the growth 
effects of corruption. The interactions between corruption and investment and corruption and 
military spending have a substantial negative influence on economic growth (D’Agostino et al. 
2016). 
 
However, different views are accentuating a positive effect of corruption on economic growth. 
Other support the notion that corruption helps to control complicated bureaucratic constraints, 
inefficient provision of public services, and strict laws. Leff  (1964) asserts that corruption 
inclines to reduce bureaucratic red tape, invigorating economic growth. According to Lau et al. 
(2013), corruption may lead to a lower uncertainty about government policy. Other studies are 
indicating that the growth effect of corruption is reliant upon the institutional setting (Aidt 2009, 
& Shleif 2009). The growth-maximise level of corruption is significantly higher than zero, with 
corruption favourable for economic growth at low levels of prevalence and harmful at high 
levels of prevalence (Sepulveda & Mendez, 2006). 
 

The Gambian Case  
 
Surrounded geographically by Senegal, the Gambia gained its independence in 1965 from the 
United Kingdom. The government of the Gambia was ruled from 1994 to 2016 by a dictator 
called Yahya Jammeh. The economy of the country is considered to be in a dire situation. The 
peak corporate rate is 32%, and the peak income tax rate is 35%. Other taxes incorporate sales 
and capital gain taxes. 23% of the total domestic income is equal to the overall tax burden. In 
2015, the budget deficit had 8.2% of GDP, and government expenditure has amounted to 29.4% 
of GDP. The government public debt is equal to 116.1% of total output (Economic Freedom, 
2018). 
 
Corruption in the Gambia is pervasive throughout all level of institutions, and it remains one of 
the country’s significant challenges. The government continue its endeavours to fight it. The 
country was ranked 145 out of 175 countries in Transparency International's Corruption 
Perceptions Index 2016. The police, the National Intelligence Agency and now Secret 
Intelligence Service and the Ministry of Justice are in control of fighting corruption. The country 
has signed and ratified the African Union Convention on Preventing and Combating Corruption 
and Related Offences, but has not at all ratified the OECD Convention on Combating Bribery of 
Foreign Public Officials in International Business Transactions neither the UN Convention 
against Corruption. No official special courts or tribunals are in place to fight corruption.  
 
The long-time dictator Yahya Jammeh was defeated by Adama Barrow in the December 2016 
presidential election. The former president is accused of corruption, mismanagement of public 
funds, and abused office. Jammeh toppled a democratically elected government in 1994. He 
accused them of rampant corruption and lack of transparency. However, corruption under 
Jammeh is more rampant than it was in the First Republic. 
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President Jammeh, a former army lieutenant with little formal education, has become the 
wealthiest man in The Gambia during his tenure in office. There is general belief that he got the 
vast of his wealth through looting the public coffers. Jammeh's administration was rife with 
corruption and a climate of cronyism. There is an ongoing commission of inquiry investigating 
the wealth of the former president. The revelations from the Janneh Commission indicate that 
there was a high level of corruption during the former president tyrannical reign. 
 
After decades of economic misgovernment and the country facing a dire economic situation, the 
new government want to utilise tax break and other investment enticements in the infrastructure 
construction and energy branch. The market for the country’s main export crop (groundnut) will 
also be decontrolled. Prevalent corruption is a grave problem. The weak protection of property 
right undermines the rule of law. Supporting state-owned enterprises is a leading cause of the 
government debts, and they are present in many sectors.  
 
 
  

 
 
Chart 3: Control of Corruption Annual Percentile Change Gambia (1996-2016)    
Source: World Bank Database 
 
Jammeh (1996-2016) controlled the regulatory role. He utilises the state legal system takes over 
businesses, obtain bribes, and get into an unsavoury business deal with legal backing. The 
country remains insolvent and borrows heavily, thus, as taxes collected is sufficient to generate 
services. The Gambians pay taxes while the services provided are limited and irregular. The 
Central Bank of the Gambia and other government-owned banks, or banks in which government 
has interests, serve as President Jammeh's bank accounts. Little separation occurs between the 
public domain and personal interests. 
 
The syphoning of profit from thriving companies and a lack of transparency negatively impacted 
the business environment during the former president’s 22 years tyrannical regime. 
Underemployment and unemployment are extremely high, compelling the youths risking their 
lives crossing the Mediterranean Sea in search of greener pastures.  Subsidies to state-owned 
electricity and water utilities and other public enterprises are a persistent contributor to an 
excessive fiscal deficit that topped 10% of the country’s GDP in 2016 (Economic Freedom, 
2018). 
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Numerous overlapping land tenure systems additionally weaken inadequate contract enforcement 
and inadequate protection of property rights. Several properties are subject matter to 
expropriation by the government. While constitutionally independent, the judiciary frequently 
defers to the executive sector. Official corruption and impunity are a pressing problem the 
country is encountering. 
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Methodology and Data 
 
The relationship between corruption, poverty, public debt, and growth is to be estimated with a 
data from the period 1996 to 2016.  
 
Control of corruption of the World Bank Index is used, in the paper as a measure of public 
corruption, and to understand people perception of how much public power is utilised, for 
personal gains. It includes both petty and grand type of corruption, besides, the capture of the 
state by personal and elite gains. The Worldwide Governance Indicators (WGI) is utilised, in the 
data process. They are a research dataset summarising the views on the quality of governance 
supplied by a large number of enterprise, citizen and expert survey respondents in industrial and 
developing countries. These data are collected from various survey institutes, think tanks, non-
governmental organisations, international organisations, and private sector firms. The score 
ranges from approximately -2.5 (weak) to 2.5 (stable). A high score signifies a signal for positive 
performance of government in reducing or control of corruption. Control of corruption is given, 
as a percentile rank. This percentile rank indicates the percentage of all countries which score 
under the selected country. The rank varies from 0 (lowest) to 100 (highest). 
 
Gross National Income (GNI) and the unemployment rate are utilised to measure the relationship 
between corruption and poverty. Todaro & Smith (2011) defines gross national income as the 
total domestic and foreign output asserted ownership by residents of a specific country, 
composing of gross domestic product (GDP), plus factor income earned by foreign residents, 
minus income earned in the domestic economy by non-residents. The GNI (formerly GNP) is 
calculated, in US dollars in this paper. Corruption is expected to be affected positively by a 
higher GNI per capita ratio. In consideration of the preceding, corruption is expected to be 
affected negatively by an increase in unemployment. Unemployment will undoubtedly increase 
corruption.  
 
To look into the relationship between corruption and economic growth, we utilised the country’s 
GDP annual growth rate. GDP growth rate is a percentage change of a country’s GDP (market 
value of goods and services yielded in a country) from one year to another. Corruption is 
expected to decrease with higher economic growth. Alongside this, Foreign Direct Investment 
(FDI) is also utilised, in examining the relationship between economic growth and corruption. 
FDI is the investment made by an individual or a firm in a country with business interests 
situated in another country. It usually happens when an investor starts foreign business 
operations or obtains foreign business assets, including starting ownership or controlling interest 
in a foreign company. 
 
Despite there may be a relationship between corruption and our suggested independent variables, 
but the most natural direct causality would be that corruption affects growth. Thus a fundamental 
assumption of regression analysis is that the modelled independent variables are not endogenous.  
 
Endogeneity is like a destructive virus that threatens the viability of models that make causal 
claims regarding the relationship between the dependent variable and independent variables 
(John, 2011). In the presence of endogeneity, Ordinary Least Square can generate biased and 
inconsistent parameter estimates. Then the hypothesis tests can be grievously misleading. All 
that it takes is one endogenous variable to distort all OLS estimate of a model seriously (Ben, 
2010). 
 
To estimate the relationship between corruption and public debt, we utilised public debt as a 
percentage of GDP. Corruption is expected to be positively related to public debt.  
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Finally, to study the relationship between corruption and poverty, public debt, and economic 
growth, we used the standard Ordinary Least Squares model, adopted in Jonada T. (2014), 
except for the interaction term between corruption and public debt. Regression analysis is 
performed to estimate the relationship between corruption and poverty, public, and economic 
growth. However, the dependent variable is the control of corruption variable from the World 
Bank database. Moreover, the independent variables are annual GDP growth rate, annual GNI 
per capita, unemployment rate, and public debt.  
 
To empirically study the effect that the variables have on each other, we used the data in 
appendix 1 to run the regression analysis. 20 observations are used, in this paper. Based on the 
Frank Harrel’s book “Regression Modelling Strategies”, the general rule of thumb is that, if you 
expect to be able to detect reasonable-size effects with reasonable power, you need 10 to 20 
observations per parameter (covariate) estimated. The data used in the regression analysis is 
obtained, from the World Bank database. The GDP growth rate and foreign direct investment are 
used as indicators of economic growth. GNI per capita and Unemployment rate account for 
poverty, as Public debt account for itself. 
 
However, there might be an implication on the power of the estimation as a result of the low 
number of observations. As the number of observation reduces, so does the power of the 
significance tests. It is because of that large number of observation narrows the distribution of 
the test statistic. The actual distribution of the test and the hypothesized distribution of the test 
statistic (should the null hypothesis be false) become more distinct from one another as they 
become closer, so it becomes easier to explain whether the observed statistic comes from one 
distribution or the other (Katherine et al. 2013). 
 
To analyse the relationship between corruption and poverty, public debt, and economic growth, 
the model we utilised is represented below:  
 

𝐶𝐶𝐶𝐶 = 𝛽𝛽0 + 𝛽𝛽1 ∗ 𝐺𝐺𝐺𝐺𝐺𝐺𝐺𝐺𝐺𝐺 + 𝛽𝛽2 ∗ 𝐹𝐹𝐺𝐺𝐹𝐹 + 𝛽𝛽3 ∗ 𝐺𝐺𝐺𝐺𝐹𝐹𝐺𝐺𝐶𝐶 + 𝛽𝛽4 ∗ 𝑈𝑈𝑈𝑈𝑈𝑈 + 𝛽𝛽5 ∗ 𝐺𝐺𝐺𝐺 + 𝜖𝜖 
 
   where: CC     = the Control of Corruption, which is the variable to be predicted                                                                                                                                                                
               𝛽𝛽0      = the expected intercept parameter 
               𝛽𝛽1      = the coefficient that measures the impact on CC of a one unit increase in GDPgr 
             GDPgr = the Gross Domestic Product growth rate in The Gambia 
               𝛽𝛽2      = the coefficient that measures the impact on CC of a one unit increase in FDI   
               FDI    = the Foreign Direct Invest in the Gambia   
             𝛽𝛽3        = the coefficient that measures the impact on CC of a one unit increase in GNIpC 
             GNIpC = the Gross National Income per Capita in the Gambia 
              𝛽𝛽4       = the coefficient that measures the impact on CC of a one unit increase in UnR 
              UnR    = the Unemployment Rate in the Gambia    
               𝛽𝛽5      = the coefficient that measures the impact on CC of a one unit increase in PD  
              PD      = the Public Debt (government debt) 
              𝜖𝜖         = the error-term 
 
A slope coefficient indicates the change in the dependent variable (CC) linked with a one-unit 
increase in the explanatory variables holding the other explanatory variable constant. 
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Result and Discussion 
Regression analysis 
 
Appendix B shows that control of corruption (CC) has a mean value of 33.869, signifying the 
government performance on control of corruption on average was positive. CC also has a 
standard deviation of 7.660, which means that on average data regarding CC differ by 7.660 
from the mean value. The gross domestic product growth rate (GDPgr) has obtained a mean 
value of 3.572. It has a standard deviation of 3,278, which signifies a stable growth from the 
period 1996 to 2016. Foreign direct investment (% of GDP) has a mean value of 5.239 annually 
in the Gambia, and the value of the data set on average differs with 3.324 from the men. Public 
debt (% of GDP) has a mean value of 99.422 and a standard deviation of 32.378. The mean value 
of the gross national income per capita (GNC) is 537.143 US dollars yearly in the Gambia, and 
the value in the data utilised in this model on average vary with 112.612. The unemployment rate 
has obtained a mean value of 29.378 which does not indicate a good signal. However, it has a 
standard deviation of 0.211, which indicates stable and high unemployment during the period 
1996 to 2016. 
 
Appendix C illustrates the correlation between the variables utilised in the model. Gross national 
income per capita (GNIpC) among the independent variables is the only variable that has 
relatively stable and high correlation with control of corruption (CC). Except for FDI (% of 
GDP), which has a moderately weak and negative correlation with CC, the remaining 
independent variables have a positive, but moderately weak correlation with control of 
corruption (CC). The GNIpC and CC have a positive correlation of 0.639, and this means that if 
GNIpC in the Gambia increases CC is expected to increase, indicating a lower corruption level 
in the Gambia. The correlation between unemployment rate (UnR) and CC is 0.192, a 
moderately weak but positive correlation. The result indicates that a slight increase in UnR in the 
Gambia corruption is expected to decrease slightly, indicating a slight increase in CC. The 
correlation between CC and public debt (PD) and gross domestic product growth rate GDPgr is 
0.057 and 0.068 respectively. The correlation between these variable and CC means that they a 
slim relationship with CC. The only variable among the independent variables that have a 
negative correlation with CC is the foreign direct investment (% of GDP). These variables have a 
moderately weak and negative correlation of -0.164, signifying that if FDI increase in the 
Gambia CC is expected to decrease. Whereby, corruption is expected to increase slightly in the 
Gambia during this period.  
 
 

 
 
Chart 4: Correlation between control of corruption and GNI per capita 
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The scatter diagram also depicts an image that shows a very close relationship between gross 
national income per capita (GNIpC) and control of corruption (CC).  
 
With regards to the correlation among the independent variables, GDPgr and UnR have a 
relatively stable and high correlation. The correlation between the two variables is 0.750, 
indicating that as GDPgr is increasing, UnR is also increasing. The relationship between GDPgr 
and GNIpC is positive, but not relatively strong. The correlation between GDPgr and GNIpC is 
0.245, which signifies that during the period tested when GDPgr in the Gambia increase, GNIpC 
increases too. The correlation between GDPgr and FDI is -0.085. Their relationship is 
moderately weak and low. There is also a negative correlation of -0.230 between GDPgr and 
public debt, indicating that when PD increases, GDPgr in the Gambia is expected to decrease. 
Foreign direct investment (% of GDP) has a correlation of 0,264 with PD, signifying that as PD 
increases FDI also increase. There is also a positive but moderately weak and low relationship of 
0.153 between FDI and the unemployment rate, which indicates that a slight increase in FDI 
results in a slight increase in UnR. However, there is a negative correlation of -0.324 between 
FDI and GNIpC, indicating that an increase in FDI increases GNIpC. The correlation between 
GNIpC and PD is negative but relatively stable. The two variables have a negative correlation of 
-0.535, meaning that when PD increases in the Gambia GNIpC decrease too. There is a positive 
and moderately weak correlation of 0.259 between PD and UnR, which means that as PD 
increase, UnR also increase. Finally, the correlation between UnR and GNIpC is moderately 
weak and low. The two variables have a low correlation of 0.010, signifying that a little or no 
relationship exists between them. 
 
By the utilisation of the 𝑈𝑈2 (coefficient of determination), the goodness of the fit is measured 
(see Appendix D). The 𝑈𝑈2 indicates the extent of variation of which the independent variables 
and regression line explain the dependent variable (CC). The variability of the control of 
corruption in the Gambia using this model is 66%. In order words, the independent variables 
explain about 2/3 of the variation in the dependent variable (CC). It means that 24% of the 
variation of control of corruption is not explained. Is the model significant? Yes, we see that our 
F-statistic has a probability value (0.004) that is well below 0.05 for the 95% confidence level. 
Therefore, we can say that the model is significant. However, some statistician argues that in 
multiple regression, the 𝑈𝑈2 does not take into account the degree of freedom utilised in the 
model, which can result in the problem of over-fitting. In this case, the adjusted R^2 is more 
accurate. The adjusted the 𝑈𝑈2 is 0.538, indicating that the explanatory variables explain about 
54% of the variation in the control of corruption. There is not a vast difference between the 
𝑈𝑈2 and adjusted 𝑈𝑈2. Therefore, it is a good indicator that our model is not facing the problem of 
over-fitting.  
 
The regression equation and significance of the variables 
 

  Coefficients Std.Error t Stat P-value 
Lower 
95% 

Upper 
95% Vif 

 
Intercept -332.253 339.584 -0.978 0.343 -1056.050 391,554 

 GDPgr -0.679 0.735 -0.925 0.370 -2.245 0.886 4.274 
FDI -0.109 0.385 -0.282 0.782 -0.929 0.712 1.206 
PD 0.098 0.056 1.741 0.102 -0.022 0.217 2.430 
GNIpC 0.062 0.013 4.825 0.000 0.035 0.090 1.548 
UnR 10.963 11.663 0.940 0.362 -13.896 35.821 4.469 

 
Table 3: The regression coefficient 
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From the result we obtained in Table 3, we got the following regression equation represented 
below: 
 

𝑌𝑌� = −332 + (−0.679) ∗ 𝐺𝐺𝐺𝐺𝐺𝐺𝐺𝐺𝐺𝐺 + (−0.109) ∗ 𝐹𝐹𝐺𝐺𝐹𝐹 + 0.098 ∗ 𝐺𝐺𝐺𝐺 + 0.062 ∗ 𝐺𝐺𝐺𝐺𝐹𝐹𝐺𝐺𝐶𝐶 + 10.963 ∗ 𝑈𝑈𝑈𝑈𝑈𝑈 + 𝜖𝜖 
 
The significance of the coefficients with the dependent variable (CC) is measured, following the 
discovery that the model is statically significant. The following hypothesis are utilised to test the 
significance of the coefficients:  

𝐻𝐻0: 𝛽𝛽 = 0 
𝐻𝐻𝐴𝐴: 𝛽𝛽 ≠ 0 

 
Hypothesis – premise or claim that we want to investigate 
Null Hypothesis (𝐻𝐻0) – Currently accepted value for a parameter 
Alternative Hypothesis (𝐻𝐻𝐴𝐴) – Involves the claim to tested 
 
We utilised these hypotheses to find out if the independent variables have a significant effect on 
the dependent variable (CC) or not. The null hypothesis is rejected, if the p-value of the t-statistic 
for the matching coefficients is equal to or less than the confidence level. We utilised the 
confidence level of 5% or 0.05, and the hypothesis is a two-tailed test. To test the significance of 
the coefficient in another manner is to use the comparison of the t-statistic and the critical value. 
The critical value of our model is ± 2.02. Thus, the t-statistic of each independent variable must 
more than 2.02 or less than -2.02 to be statistically significant. 
 
GDP growth rate has a p-value of 0.370, and the confidence level which is the benchmark is 
0.05. The GDPgr probability value is higher than the confidence level (0.37 > 0.05). Therefore, 
the null hypothesis cannot be rejected, signifying that there is no statistical relationship between 
the control of corruption and GDPgr in the Gambia. Their insignificant statistical relationship 
can also be tested by comparing GDPgr t-statistic (-0.925) with the critical value (-2.02). Thus, 
there is no statistical relationship between them because -0.925 > -2.02. 
 
The probability value of the foreign direct investment (% of GDP) is 0.782 which is higher than 
the confidence level (0.782 > 0.05). The result signifies that the null hypothesis cannot be 
rejected, also meaning that there is no statistically significant relationship between CC and FDI 
in the Gambia. Comparing the t-statistic of FDI (-0.282) and the critical value (-2.02), the result 
also confirms that there is no statistically significant relationship between the two variables (-
0.282 > -2.02). 
 
Public debt (PD) has a p-value of 0.102, and this probability value is close to but still higher than 
the confidence level of 0.05. The hypothesis cannot be rejected, meaning that there is no 
statistical relation between CC and PD in the Gambia. There is a little difference in comparing 
the critical value and the t-statistic of public debt. The t-statistic value of PD is 1.741, which is 
very close to the critical value of 2.02. However, the result also indicates that there is no 
statistical relationship between CC and PD.  
 
Gross national income per capita (GNIpC) has a p-value of 0.000 which is well below the 
confidence level 0.05. The confidence level is higher than the probability value of GNIpC, and 
then the null hypothesis will be rejected. The result signifies that GNIpC has a strong statistical 
relationship with control of corruption in the Gambia. This result can be confirmed, in the same 
manner by comparing the t-statistic and the critical value as in the previous cases. GNIpC has a 
critical value which is higher than the critical value (4.825 > 2.02), indicating that there is a 
statistical relationship between CC and GNIpC. 
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The p-value of the unemployment rate (UnR) is 0.362, and the confidence level is 0.05, 
signifying that the probability value of UnR is higher than the confidence level (0.362 > 0.05) 
and the null hypothesis cannot be rejected. Consequently, there is no statistical significant 
relationship between corruption and unemployment rate in the Gambia. Comparing the UnR t-
statistic and the critical value also confirm the outcome that there is no statistical relation 
between CC and UnR.  
 
The result also indicates a strong correlation between control of corruption and gross national 
income per capita, but we ruled out the problem of multicollinearity because none of the figures 
under the variance inflation factor (Vif) column is 5 or above.   
 
Interpretation of the findings 
 
Beta-one (𝛽𝛽1) is -0.659. The coefficient indicates that there is a negative relationship between the 
country’s performance in control of corruption (CC) and gross domestic product growth rate.  
For every percentage increase in GDPgr, the corruption perception index will decrease by -0.659 
units. However, no statistically significant linear dependence of the mean of control of 
corruption on the gross domestic product was detected. 
 
Beta-two (𝛽𝛽2) is -0.109, and this coefficient shows that there is a negative relationship between 
the control of corruption and foreign direct investment (% of GDP). With every percentage 
increase in FDI, control of corruption will decrease by 0.109 units. However, no statistically 
significant linear dependence of the mean of control of corruption on the foreign direct 
investment was detected. 
 
Beta-three (𝛽𝛽3) is 0.098. The beta coefficient is positive, but no statistically significant linear 
dependence of the mean of control of corruption on the public debt was detected. 
 
Beta-four (𝛽𝛽4) is 0.062. This beta coefficient result indicates the relationship between the control 
of corruption and gross national income per capita is positive. The result also shows that for 
every dollar increase in GNIpC, the government performance in control of corrupt will increase 
by 0.062 units. There is a statistically significant positive relationship between control of 
corruption and gross national income per capita. 
 
Beta-five (𝛽𝛽5) is 10.963. The beta coefficient is positive, but no statistically significant linear 
dependence of the mean of control of corruption on the unemployment rate was detected. 
 
A part of these results collaborates with the results of Jonada, (2014). For instance, no 
statistically significant linear dependence of the mean of control of corruption on the public debt 
was detected. Thus, our results have indicated that foreign direct investment, gross national 
income per capita, and unemployment rate have a positive effect on control of corruption. These 
parts of our results differ from the result obtained by Jonada, T. (2014), but it just confirmed 
with the believed that corruption in one country is different from corruption in another country. 
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Conclusion and Recommendations 
 
The primary objective of the thesis is to study the relationship between corruption and poverty, 
public debt, and economic growth in the Gambia during the period 1996 to 2016. The 
independent variable is the control of corruption from the World Bank and other variables such 
as GDP growth rate, foreign direct investment, public debt, GNI per capita, and unemployment 
rates were utilised, as independent or control variables. The results indicated that there is a 
positive statistically significant relation between corruption and poverty at a 5% confidence 
level. It signifies that as the value of poverty increases, the mean value of corruption also tends 
to increase. The rest resulted in being statically insignificant. From the result obtained, we 
concluded that poverty has a positive statistically significant relationship with corruption in 
Gambia. Also, that economic growth and public debt are not statistically with corruption in 
Gambia. 
 
Any claimed fight against corruption, based on those pursuing those who have stolen alone 
cannot have the aspired long-term impact. Anti-corruption actions that aim for “no” tolerance of 
corruption may penalise programs that are putting in place the building blocks for more efficient 
systems. According to Tim et al. (2016), harsh penalties may create perverse incentives to hide 
corruption, rather than rooting it out. Corruption can be challenging to discover, invisible, and 
often extremely politicized, all of which require better indicators, data collection or reporting, 
and analysis. 
 
Transparency is an important tool in controlling corruption, and this comprises enhancing 
transparency and disclosure in financial systems and controls. Many participants, including the 
private sector, governments, and civil society, have an interest in controlling corruption. 
Therefore, multi-stakeholder partnerships hold promise as a strategy for advancing transparency 
and accountability. Coalitions of national, local, regional, and international stakeholders in both 
the public and private sectors (including civil society) may help to enhance trust and gain the 
political support required to ensure that national projects are protected from corrupt practices 
(Tim et al., 2016). 
 
Good governance must incorporate anti-corruption efforts, including governance at the national 
level, and governance of the international development agenda. According to Tim et al. (2016), 
this is especially true with the new United Nation’s Sustainable Development Goals, which, for 
the first time, explicitly address the themes of corruption, and encouraging global multi-
stakeholder partnerships as critical strategic goals. 
 
The high level of corruption and poverty in the Gambia, which the government authority and 
international community are aware of combined with the outcome of the thesis results, it will be 
interesting to conduct further research mainly on the relationship between corruption and poverty 
in the Gambia. According to the 2017 Ministry of Finance report, over 70 percent of the 
country's population is living under abject poverty. 
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Appendices 
 
Appendix A: The data we used in the regression 
 

 
CC GDPgr FDI PD GNIpC UnR 

1996 43,55 2,22 1,26 66,65 750 29,4 
1997 42 4,9 1,45 66,8 730 29,5 
1998 40,21 3,5 5,56 75,33 710 29,9 
1999 42 6,4 5,16 83,13 680 30 
2000 42,13 5,5 5,56 121,74 670 30 
2001 41 5,8 5,16 125,03 600 30 
2002 40,91 -3,25 7,41 156,01 480 29,6 
2003 46,97 6,87 3,75 152,39 420 30,1 
2004 29,76 7,05 9,6 135,12 420 30 
2005 28,29 -0,94 8,6 136 410 29,6 
2006 26,83 1,12 12,55 140,55 420 29,6 
2007 27,18 3,63 9,78 60,91 460 29,7 
2008 25,73 5,73 7,33 63,92 530 29,8 
2009 33,97 6,45 4,38 62,58 570 29,8 
2010 32,38 6,53 3,9 69,64 580 29,8 
2011 37,44 -4,3 4,02 77,27 510 29,3 
2012 30,33 5,6 4,53 76,96 510 29,8 
2013 27,49 4,79 7,6 89,13 500 29,7 
2014 27,88 0,9 2,76 104,89 460 29,6 
2015 23,08 4,3 -0,19 105,33 440 29,7 
2016 22,12 2,22 -0,16 118,48 430 29,7 

 
Source: World Bank database 
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Appendix B: Descriptive statistic  
 

CC GDPgr FDI PD GNIpC UnR 

       Mean 33,869 3,572 5,239 99,422 537,143 29,743 
Standard Error 1,672 0,715 0,725 7,065 24,574 0,046 
Median 32,380 4,790 5,160 89,130 510,000 29,700 
Mode 42,000 2,220 5,560 #N/A 420,000 30,000 
Standard Deviation 7,660 3,278 3,324 32,378 112,612 0,211 
Sample Variance 58,676 10,746 11,048 1048,330 12681,429 0,045 
Kurtosis -1,463 0,628 -0,151 -1,368 -0,901 -0,386 
Skewness 0,120 -1,168 0,270 0,389 0,673 -0,207 
Range 24,850 11,350 12,740 95,100 340,000 0,800 
Minimum 22,120 -4,300 -0,190 60,910 410,000 29,300 
Maximum 46,970 7,050 12,550 156,010 750,000 30,100 
Sum 711,250 75,020 110,010 2087,860 11280,000 624,600 
Count 21,000 21,000 21,000 21,000 21,000 21,000 
Confidence 
Level(95,0%) 

 
1,492 1,513 14,738 51,260 0,096 

Coefficient of variation 0,226 
      

 
Appendix C: Correlation among the variables 
 

  CC GDPgr FDI PD GNIpC UnR 
CC 1,000 

     GDPgr 0,068 1,000 
    FDI -0,164 -0,081 1,000 

   PD 0,057 -0,230 0,264 1,000 
  GNIpC 0,639 0,245 -0,324 -0,535 1,000 

 UnR 0,192 0,750 0,153 0,259 0,010 1,000 
 
 
Appendix D: The summary output 
 

Regression Statistics 
Multiple R 0,808222338 
R Square 0,653223348 
Adjusted R 
Square 0,537631131 
Standard Error 5,208623284 
Observations 21 
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Appendix E: ANOVA 
 

  df SS MS F Significance F 
Regression 5 766,565 153,313 5,651 0,004 
Residual 15 406,946 27,130 

  Total 20 1173,511       
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