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ABSTRACT

The study aims at measuring the impact of corruption on the income inequality in Egypt during the
period 1990-2017 , as well as determining the direction of relationship between them. There is a differ-
ence between the studies on this relationship and whether it is unidirectional causality from corruption
to the income inequality or from the income inequality to corruption or it is a mutual relationship which
is known as the trap of corruption - income inequality. The study examines the basic hypothesis of a long-
term and short-term relationship between corruption and income inequality in Egypt and that their re-
lationship is unidirectional causality from corruption to income inequality. The model included the most
independent variables affecting the income inequality expressed in a GINI coefficient, corruption, GDP per
capita, secondary school enrollment rate, capital growth rate, population growth rate and finally the degree
of economic openness. The study was based on the Johansen model of the co-integration of long-term
relationship measurement, since all variables were found to be nonstationary at their levels and stationary
at the first difference I(1), then measuring the short run relationships using Vector Error Correction Model
(VECM), And finally the Granger Causality Test and VAR Granger Causality / Block Exogeneity Wald Tests to
determine the direction of the relationship between corruption and income inequality in Egypt. The results
proved the validity of the hypothesis of the study, where it was proven that there are long-term and short-
term relationships between corruption and income inequality. According to the value of error correction
term (-0.751), the correction period is about one year and a quarter. That is, if there is a shock in the short
term that keeps the variables away from equilibrium, the variables return to equilibrium within about a year
and a quarter. Corruption has also been shown to cause income inequality. The income inequality does not

cause corruption, ie, relationship is unidirectional causality and there is no corruption- income inequality
trap in Egypt.

Keywords: Corruption . Income inequality . Johansen Cointegration Test. VECM- Wald test . VAR
Granger Causality/Block Exogeneity Wald Tests

20




