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The Effect of Knowledge-Based Economy Index on the 

Relationship between Fiscal Corruption Perception�and Economic 

Growth (Dynamic Panel Data Approach) 
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Abstract: 

Financial corruption affects on economy’s health via  
different channels which the most important channel is 
distortions in the allocation of resources. On the other 
hand, the level of knowledge-based economy also can 
affect on behaviour of factors of production. An 
important question is whether the level of knowledge-
based economy can affect the relationship between 
corruption and economic growth? This study 
investigates the effect of  financial corruption  on 
economic growth for 138 countries over the period 2000 
- 2011 by using the consolidated corruption perception 
indicator, the level of knowledge based economy 
indicator and economic growth and a dynamic panel 
model which called Generalized method of moments 
(GMM). The results of classification of countries show 
that, in the groups with high knowledge-based economy 
indicator, control of financial corruption has positive 
impact on economic growth but in the groups with 
moderate knowledge-based economy indicator, control 
of corruption, has negative impact on economic growth. 
Also, the results show that in the first group of 
countries, stability of corruption control policies has a 
positive impact on economic growth but in the second 
group of countries, it has a negative effect. 
 
Keywords: Corruption,�Economic Growth,�Knowledge-
Based Economy, Dynamic Panel Data,�GMM. 
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2. Mauro (1998) 
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2. Hallack and Poisson (2002) 
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4. Zobaff (1988) 
5. Dynamic Panel Data 
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1. Everhart et al. (2009) 
2. Toke (2009) 
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3. Blackburn  and Forgues-Puccio (2009) 
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3. Foreign direct investment, net inflows (BoP, Current US$) 
4. Population growth (Annual %) 
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