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Abstract: This study examines the relationship between governance, corruption, and economic growth in Zambia, providing
evidence-based policy insights for sustainable economic resilience. Employing a quantitative approach, it analyzes secondary data
from 1995 to 2023 using the Autoregressive Distributed Lag (ARDL) bounds testing model to capture short- and long-term
interactions between governance, corruption, and growth. Data from the World Development Indicators, Transparency International,
Our World in Data, and the Worldwide Governance Indicators were validated through descriptive statistics, stationarity tests, and
cointegration analyses. Results indicate that improvements in the rule of law (3.1%), regulatory quality (2.4%), and political stability
(5.3%) significantly enhance long-term growth, whereas government effectiveness negatively affects it, signaling structural
inefficiencies. Foreign Direct Investment (FDI) stimulates short-term growth (3.8%) but reduces long-term growth (—0.8%). Anti-
corruption measures and political stability support short-term gains, offering guidance for institutional strengthening, FDI
management, and sustainable development in resource-dependent economies.
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1.0 Introduction

The complex interplay between governance and corruption has emerged as a crucial focus in contemporary discussions of political
economy, especially within developing countries like Zambia (Baig et al., 2022; Gebresilassie et al., 2024). This southern African
nation, rich in mineral resources and possessing considerable agricultural potential, presents a multifaceted scenario of governance
that encompasses both opportunities and challenges (Aguirre Unceta, 2021; Falayi et al., 2021). The political economy framework
provides an insightful lens through which to examine how political institutions, economic policies, and societal factors interact to
shape governance structures and their impact on economic performance (Andreas et al., 2022).

Historically, Zambia has encountered persistent governance challenges, with corruption identified as a major barrier to socio-
economic development (Shikabi et al., 2025). Corruption remains a persistent challenge, undermining efforts for economic
development and exacerbating social inequalities (Phiri & Guven-Uslu, 2019). Corruption in this context manifests through various
mechanisms, including bribery, misappropriation of public resources, and nepotism, thereby compromising the state's operational
efficiency and eroding public trust among its citizenry (Hope, 2019). Understanding the historical context is essential, as Zambia
transitioned from a one-party state to a multiparty democracy in the early 1990s ( Phiri, 2021).This political liberalization, while
initially promising, has often led to the entrenchment of corrupt practices, where political power is exploited for personal enrichment
rather than utilized for public benefit (von Soest, 2013).
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Transitioning from the historical challenges of governance, it becomes evident that the political economy framework highlights
how the interplay between governance and corruption is shaped by the vested interests of diverse political actors, including
government officials and the private sector (Huss et al., 2024; Rama et al., 2019). Patron-client relationships often foster an
environment where public resources are misappropriated for private gain, complicating efforts for institutional reforms aimed at
promoting good governance (Eda, 2025; Mutuku et al., 2023). In this context, the role of civil society and media becomes paramount,
as these entities can influence accountability and transparency in governance through advocacy and scrutiny (Ahmad et al., 2020).

Furthermore, the nexus between governance, corruption, and sustainable economic growth is critical (Lestari et al., 2024).
Corruption diverts vital resources from public services essential for societal development, such as healthcare and education, and
creates an uninviting atmosphere for foreign investment—key drivers of economic expansion (Alamro, 2024; Haque & Kneller,
2015). Various studies, including those from the World Bank, have demonstrated that countries with higher corruption levels often
experience lower economic growth rates (Bologna Pavlik, 2018; Labed et al., 2022). In Zambia, the repercussions of corruption
have stunted critical sectors like agriculture and manufacturing, which are crucial for job creation and poverty alleviation (Kapya et
al., 2018; Mwando, 2022).

In this context, it becomes clear that sustainable economic growth is not merely a function of increased capital investment or resource
extraction; it requires a holistic approach that includes robust governance frameworks, transparent institutions, and active
engagement from civil society (Gong et al., 2023; Serdaoui & Cherkaoui, 2024). According to the United Nations, the Sustainable
Development Goals (SDGs) stress the need for good governance, accountability, and inclusive institutions as critical components
of sustainable development strategies (Biermann et al., 2017). For Zambia, aligning its governance framework with these global
aspirations is essential for harnessing its natural resources to ensure equitable benefits for all members of society.

The political economy of governance and corruption is a pressing concern that requires urgent attention in Zambia. Despite the
considerable body of studies exploring the relationship between governance, corruption and economic development in SSA;
however, specific studies focusing on Zambia are lacking. Most analyses aggregate data from multiple SSA countries, potentially
obscuring unique Zambian dynamics (David & Dorasamy, 2019; Gebresilassie et al., 2024). Additionally, while political stability's
influence on growth has been explored in contexts like Morocco, there is a gap concerning its effects on Zambia (Kossele & Shan,
2018; Ritahi & Echaoui, 2024). Furthermore, the link between levels of corruption and government effectiveness, studied in SSA,
has not been specifically analysed in Zambia. Comprehending these factors plays a vital role in fostering tailored economic strategies
for the country (Gebresilassie et al., 2024).

Thus, this research aims to dissect the political economy of governance and corruption in Zambia and explore their implications for
sustainable economic growth. Additionally, it seeks to explain the complex relationships between these factors and contribute to the
development of evidence-based policies that effectively leverage the country's resources for sustainable development. By addressing
these gaps, this study will contribute significantly to the understanding of governance, corruption, and sustainable economic growth
in Zambia. The findings will have significant implications for the policies needed to transform governance structures, unlock
economic prospect, and build the groundwork for a more equitable and prosperous future.

The structure of the paper is outlined here: after this introduction, the second section reviews the relevant literature. The third
section elaborates on the research methodology, while the fourth presents and discusses the findings. The paper concludes with a
summary of insights and suggested policy actions.

2.0 Literature review
2.1 Introduction

The political economy of governance and corruption has profound implications for sustainable economic growth, especially in
developing countries including Zambia. This literature review examines the intricate relationships between governance, corruption,
and economic growth, drawing from a range of studies and empirical analyses.

2.2 Theoretical Framework

The theoretical underpinnings of the political economy of governance and corruption often draw on concepts from institutional
economics, which focus on the critical role institutions play in economic transformation outcomes (Lambsdorff, 2017). Weak
governance, which the World Bank and other international organizations identify as a key factor that enables corruption, hinders
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both economic growth and social development (David & Dorasamy, 2019; Refakar & Cardenas, 2023). In Zambia, the governance
structure is influenced by historical, political, and economic contexts, which shape the incentives and behaviours of public officials
and institutions (Mutesa & Meyns, 2024).

The impact of governance on growth is markedly shaped by the quality of political institutions. Enhanced governance leads to
increased accountability and a stronger commitment to anti-corruption policies, which are essential for improving economic
performance in developing nations. Political stability is also identified as a crucial factor, as stable political environments attract
investment and encourage entrepreneurship, both of which are vital components for economic development. See figure 1 below.
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Figure 1. Theoretical framework
Source: Created by author

2.3 The Interplay of Governance Quality, Corruption, and Economic Growth.

The quality of political institutions is fundamental to fostering sustainable economic growth, with extensive research indicating that
enhancing institutional frameworks effectively mitigates corruption (Refakar & Cardenas, 2023), which is a significant barrier for
many developing countries, including Zambia (Njangang et al., 2024). Effective governance encompasses various components such
as the control of corruption, government effectiveness, and compliance with the rule of law, all of which are vital for nurturing an
environment conducive to sustainable economic development (Alimi & Dhiab, 2023; Degbedji et al., 2024; Sertyesilisik, 2024).
The interaction between governance quality and economic performance underscores the necessity for robust institutions capable of
upholding transparency and accountability in public resources management (Ramadhan, 2019). Consequently, the trajectory of
economic growth in Zambia is closely tied to efforts aimed at institutional strengthening and improvements in governance (Mutale
etal., 2017).

Since gaining independence in 1964, Zambia's governance landscape has experienced significant changes, with recent studies
investigating how different governance structures influence economic performance (Momba, 2024). Research by (Khyareh, 2023;
Petrakos et al., 2023; Ponce, 2025) highlights a clear connection between governance quality—characterized by efficiency,
accountability, and transparency—and economic success. This relationship is especially important in Zambia, where effective
governance plays a crucial role in attracting FDI and fostering domestic entrepreneurship. As the country aims to diversify its
economy beyond the copper sector, improving governance standards is essential. As noted by (Khan et al., 2023), enhanced
governance not only draws in more FDI but also stimulates local business development, contributing to a more resilient economic
structure capable of withstanding external shocks.
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Corruption represents both a symptom and a cause of poor governance. Research highlights the detrimental effect of pervasive
corruption, which undermines public trust in government institutions and exacerbates socio-economic inequalities (Khondker, 2019;
Munteanu et al., 2024). Corruption, emerging as a systemic issue, has profound implications for economic performance, as numerous
studies affirm that as corruption rises, economic growth tends to fall; corrupt practices foster inequalities and perpetuate poverty
(Alamro, 2024; Deyshappriya, 2016). Institutional weaknesses further exacerbate corruption predicament, creating a cycle of
inefficiency in public finance management. Challenges such as inadequate law enforcement, ineffective audit systems, and a lack
of budget transparency facilitate the misuse of public resources, complicating the governance landscape in LDC countries (Gandjon
& Ndzana, 2025; Naz & Yasmin, 2021; Rontos et al., 2023).

Addressing the institutional deficiencies is vital for mitigating corruption and improving overall economic outcomes (Rontos et al.,
2023). Conversely, the challenge of corruption undermines development by weakening institutional frameworks, increasing
inequality, and distorting the allocation of resources (David & Dorasamy, 2019; Refakar & Cardenas, 2023). Within Sub-Saharan
Africa, and specifically Zambia, the prevalence of corruption severely hampers economic performance and perpetuates poverty
(Jarita & Nur Hidayah, 2020; Osuma & Nzimande, 2025). Furthermore, empirical studies indicate that the joint effects of corruption
and government effectiveness significantly detract from economic growth; effective governance can yield positive results only if
corruption is simultaneously addressed (Azam, 2022; Ritahi & Echaoui, 2024). Moreover, the interactions between governance
structures and economic outcomes warrant significant attention. Transparent institutions are shown to contribute to a favourable
investment climate, enhancing FDI inflows that are crucial for driving economic growth in countries abundant in natural resources,
in particular Zambia..

Ultimately, political stability is a key factor in promoting economic development. Research shows that stable governance attracts
investment and fosters entrepreneurial activities, both of which are essential for economic diversification and growth (Cela & Hysa,
2021; Panetal., 2019). Leadership plays a crucial role in the fight against corruption, with transformational leaders being particularly
effective in driving anti-corruption efforts. Moreover, the relationship between civil society, the media, and governance significantly
impacts accountability and transparency. Advocacy from civil society organizations can strengthen governance by holding public
officials accountable (Jacobs & Schillemans, 2016; Lifuka & Haricharan, 2022). Overall, the interaction between governance
quality, corruption, and economic growth is a complex but important area for further research.

In conclusion, the political economy concerning governance and corruption is a crucial issue warranting immediate attention in
Zambia. The interrelation between corruption and governance efficacy remains insufficiently explored within the Zambian context.
A thorough grasp of these dynamics is crucial for developing effective economic strategies. This study underscores the imperative
for evidence-based policy development aimed at transforming governance frameworks, enhancing transparency, and facilitating the
establishment of a just and prosperous future for Zambia.

3.0 Methodology
3.1. Data sources

A detailed overview of the study variables, their definitions, and sources is provided in Table 1 below. The study uses data from
1995 to 2023. The dependent variable, Economic Growth (EGR), is measured by per capita GDP growth, sourced from the World
Development Indicators (WDI). The key independent variables include the Corruption Perceptions Index (CPI) from Transparency
International (TI), which assesses public sector corruption, and the Political Corruption Index (PCI) from Our World in Data
(OWID). Additionally, governance indicators from the Worldwide Governance Indicators (WGI), such as Voice and Accountability
and Rule of Law, are included in the analysis. Control variables, such as Government Spending and Foreign Direct Investment, are
also obtained from the WDI.

Table 1: Study variables

Variables Definition Source

Dependent variable
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Economic growth (EGR) GDP growth rate per capita on a yearly basis WDI
Independent variables

Corruption Perceptions Index (CP1) Perceived levels of public sector corruption TI
Political Corruption Index (PCI) Risk of political parties engaging in corrupt activities OWID

Governance variables

Voice and Accountability (VA) Public engagement, free speech, assembly rights, and media

freedom WGI
Political Stability and Absence of Violence
(PV) Political tranquility free from violence, unrest, or terrorism WGI
Government Effectiveness(GE) Quality of public service delivery and policy enforcement WGI
Regulatory Quality (RQ) Ability to develop and execute effective policies WGI
Rule of Law (RL) Reliance on and compliance with societal rules WGI
Extent to which public office is used for personal
Control of Corruption (CC) enrichment WGI
Control variables
Government spending (GSP) Government spending relative to GDP WDI
Foreign direct investment (FDI) FDI net inflows as a percentage of GDP WDI

Note: WDI stands for World Development Indicators, Tl for Transparency International, OWID for Our World in Data, and WGI
for World Bank Worldwide Governance Indicators.

3.2 ARDL Bounds Testing Approach

This study employs the Autoregressive Distributed Lag (ARDL) to assess the relationship between governance, corruption, and
economic growth in Zambia. The model specification is designed to encapsulate both short-run and long-run dynamics between the
dependent variable, which is economic growth, and the independent variables, including governance indicators such as the Rule of
Law and the Corruption Perceptions Index (CPI). By incorporating multiple lags of both the dependent and independent variables,
the model allows for the examination of how past values influence current economic performance. This comprehensive approach is
crucial in accurately capturing the complexities inherent in the interrelations of governance, corruption, and economic growth.

The general structure of the ARDL model is written as:

Ye=a+ Y BV + Z?:o ViXi—j+ € ()

In the model, Y; = dependent variable, X,_; = independent variables along with their lagged values, a = intercept term, §; and y; =
coefficients for the lagged dependent and independent variables, respectively, e, = error term, and p and g signify the maximum lag
lengths for the dependent and independent variables.

Since cointegration was established, the ARDL model is reparametrized into an error correction model (ECM). This transformation
allows for the distinction between short-run dynamics and long-run equilibrium relationships. The ECM is expressed as follows:

AYt = a+ Z?:l ﬁi Ayt—i + Z?:O y] AXL-_]' + AECTt_l + €t (2)
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Where: AY, is the first difference of the dependent variable and, ECT,_, measures the deviation from the long-run equilibrium
relationship.

The Autoregressive Distributed Lag (ARDL) bounds testing approach offers significant advantages over traditional cointegration
methods, particularly in econometric analysis. Its resilience in small samples allows for reliable results where other methods may
falter (Narayan, 2004). The ARDL framework enables the analysis of both short-run dynamics and long-term trends at the same
time, aiding in understanding both immediate and delayed effects of the variables (El Aissaoui et al., 2024). Additionally, it provides
a clear cointegration testing framework, enhancing the clarity of long-term relationship assessments (Sam et al., 2019). Lastly, its
ability to handle structural breaks makes ARDL suitable for time-series data that may encounter significant changes, reinforcing its
versatility as an econometric tool (Gkiosis & Chapsa, 2025).

4.0 Results and discussion
4.1 Descriptive statistics

Table 2 presents descriptive statistics for key variables concerning economic growth and governance based on 29 observations. The
mean economic growth rate (EGR) is 1.96, with a standard deviation of 2.51, indicating variability ranging from -5.57 to 6.55. The
average Corruption Perceptions Index (CPI) is 16.62, with a high standard deviation of 16.56, reflecting significant corruption
disparities. The Political Corruption Index (PCI) averages 0.37, while the Voice and Accountability (VA) metric has a negative
mean of -0.28. Political stability (PV) is 0.16. Governance indicators such as government effectiveness (GE), regulatory quality
(RQ), and the rule of law (RL) show negative averages.

Table 2: Descriptive statistics

Variables Obs. Mean  Std. dev. Min Max
Economic growth (EGR) 29 1.96 251 -5.57 6.55
Control of Corruption (CC) 29 -0.60 0.18 -0.85 -0.29
Corruption Perception Index (CPI) 29 16.62 16.56 2.50 38.00
Rule of Law (RL) 29 -0.45 0.11 -0.65 -0.22
Political Corruption Index (PCI) 29 0.37 0.12 0.20 0.58
Regulatory Quality (RQ) 29 -0.54 0.10 -0.76 -0.29
Voice and Accountability (VA) 29 -0.28 0.13 -0.48 -0.05
Government Effectiveness(GE) 29 -0.83 0.19 -1.16 -0.51
Political Stability and Absence of Violence

(PV) 29 0.16 0.25 -0.35 0.66
Government spending (GSP) 29 19.47 4,59 14.10 30.34
Foreign direct investment (GDP) 29 4.55 2.39 -0.22 9.42

Source: Created by Author

4.2 Stationarity test

This study utilized the "Augmented Dickey-Fuller (ADF)" test to determine the stationarity of the variables being analysed.
Stationarity is a crucial component in time series analysis, as non-stationary data can compromise the validity of inferences. At the
outset, the results of the ADF test revealed that all variables were non-stationary at their original levels. This finding is a common
characteristic of time series data and can complicate analysis. Non-stationary variables can exhibit trends or seasonal patterns that
may distort the relationships being studied. To address this issue, the study applied first differencing to the data. Following this
transformation, the ADF test was reapplied, and the results confirmed that all variables had become stationary.

Table 3 below provides a description of the key diagnostic tests that were conducted. These tests are essential for validating the
model and ensuring the results are both reliable and robust.

Table 3: Diagnostic tests and their outcomes

Diagnostic Test Purpose Test Qutcome
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Model
Specification Check model specification Model correctly
Error correctness Ramsey RESET specified

Residuals have constant
Heteroskedasticity — Test for constant variance of errors Breusch-Pagan, White variance

Durbin-Watson, Residuals not serially
Serial Correlation ~ Check for correlation in residuals Breusch-Godfrey correlated
Kernel Density Inspect residuals distribution for Residuals normally
Estimation normality Kernel density plot distributed
Check correlation among Variance Inflation
Multicollinearity independent variables Factor (VIF) No multicollinearity

4.3 Cointegration Analysis

The bounds test for cointegration was conducted to confirm the presence of a long-run equilibrium relationship among the variables
under investigation, specifically focusing on governance, corruption, and economic growth in Zambia. This analytical approach
involved calculating the F-statistic from the ARDL model and comparing it with the critical values established by (Pesaran et al.,
2001). The results indicated that the calculated F-statistic exceeded the upper critical value, thereby confirming the existence of a
long-run cointegration relationship among the variables. This finding is significant as it suggests that governance and corruption
levels are intrinsically linked to economic growth over time. The confirmation of cointegration implies that any short-term
fluctuations in these variables will eventually converge to a long-term equilibrium

4.4 Long-run estimation

Table 4 summarizes the empirical findings for the long-run and short-run parameters. The analysis of the estimated coefficients
indicate a positive relationship between the rule of law and economic growth in Zambia. This suggests that improvements in the
rule of law are associated with a 3.1% increase in economic growth in the long-run. The positive coefficient signifies that better
governance, particularly in terms of the rule of law, enhances economic growth. This suggests that improvements in the rule of law,
which encompass the enforcement of legal frameworks, property rights, and contract enforcement, are associated with higher
economic growth. This is consistent with findings in other Sub-Saharan African contexts where institutional quality, including the
rule of law, positively impacts economic growth (Ayana et al., 2023; Legese Feyisa et al., 2022).

Similarly, the relationship between political Stability and economic growth is positive. According to the results, enhancements in
political stability and declines in violence or terrorism will result in a 5.3% increase in economic. This relationship is statistically
significant, indicating that political stability is a reliable predictor of economic growth. Furthermore, this suggests that improvements
in political stability and reductions in violence or terrorism are associated with higher economic growth rates. The significance of
these coefficients implies that political stability is a crucial determinant of economic growth, as it fosters a conducive environment
for investment, reduces uncertainty, and enhances the overall economic performance. These results align with the conclusions of
(Siska et al., 2023).

In addition to these positive correlations, the results indicate a positive relationship between regulatory quality and economic growth
in Zambia. The positive relationship between regulatory quality and economic growth suggests that improvements in regulatory
frameworks can significantly enhance economic performance by 2.4%. This is consistent with findings from other regions, where
regulatory quality has been shown to positively impact economic growth by fostering a stable and predictable business environment,
reducing corruption, and enhancing government effectiveness (Mwiya et al., 2024).

Conversely, the results indicate a negative relationship between government effectiveness and economic growth in Zambia. This
suggests that a 1% improvement in government effectiveness is associated with a 2.3% decrease in economic growth. This suggests
that improvements in government effectiveness, contrary to expectations, may not necessarily translate into higher economic growth
rates. This could be due to several factors, including inefficiencies in public sector management, corruption, or misallocation of
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resources, which are prevalent issues in many SSA countries (Gebresilassie et al., 2024). These factors might be hindering economic
growth rather than promoting it. This finding aligns with broader research on Sub-Saharan Africa (SSA), where government
effectiveness often shows a significant negative impact on economic growth (Agu et al., 2023).

Furthermore, the estimated long-run coefficients of the model indicate the relationship between foreign direct investment (FDI) and
economic growth. In the context of Zambia, the results show a negative relationship between FDI and economic growth, suggesting
that an increase in FDI inflows is associated with a decrease of 0.8% in economic growth over the long term. This negative
relationship could stem from multiple factors, including the potential crowding out of domestic investments, inefficiencies in the
absorption of FDI, or structural challenges within the economy that hinder the effective utilization of foreign investments (Meniago
& Lartey, 2021). Other studies have reported similar findings of a negative relationship between FDI and economic growth
(Afumbom et al., 2020; Hlongwane & Daw, 2021; Jusaj & Zogaj, 2024).

Table 4: Estimations of ARDL Model: Long-run vs. Short-run

Variable Coefficient
Long-run
Corruption Perceptions Index (CPI) 2.2049
(0.0755)
Control of Corruption (CC) -5.3750
(7.4962)
Rule of Law (RL) 3.0615**
(6.9868)
Political Corruption Index (PCI) -4.4404
(0.6693)
Regulatory Quality (RQ) 2.4353*
(0.0885)
Voice and Accountability (VA) 2.8965
(0.4616)
Government Effectiveness(GE) -2.3464*
(0.0771)
Political Stability and Absence of Violence (PV) 5.2697**
(0.5079)
Government spending (GSP) 3.1275
(0.1799)
Foreign direct investment (FDI) -0.8471
(0.3962)
Short-run
A Political Stability and Absence of Violence (PV) -2.9956***
(0.0625)
A Regulatory Quality (RQ) 3.2458**
(0.0125)
A Control of Corruption (CC) 4.3891**
(0.0724)
A Foreign direct investment (FDI) 3.7978**
(0.3472)
ECM -0.6308**
(0.2225)
R-squared 0.8974
Number of Observation 27

Note: Parentheses are used to denote standard errors. ***, ** and * denote significance levels of 1%, 5%, and 10%, respectively.
Source(s): Created by author
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4.5 Short-run estimation

The short-run coefficients of the model indicate the immediate impact of foreign direct investment (FDI) on economic growth. The
results shows that a 1% increase in FDI inflows leads to a 3.8% immediate boost in economic growth . The results underscores
the importance of creating a conducive environment for foreign investors. This positive relationship is consistent with findings from
other studies in different regions, such as Somalia and Zimbabwe, where FDI, drives short-term economic growth (Gochero &
Boopen, 2020; Mayow et al., 2023).

In addition to FDI, the results indicate a positive relationship between the control of corruption and economic growth. This suggests
that a 1% improvement in the control of corruption is associated with a 4.4% increase in economic growth in the short run. This
coefficient is statistically significant, implying that efforts to reduce corruption can have immediate beneficial effects on the
economy. This is significant as it highlights the importance of anti-corruption measures in fostering economic growth in the short
term.

Moreover, the estimated short-run coefficient of 2.9 % for Political Stability and Absence of Violence/Terrorism (PV) indicates a
positive relationship with economic growth in Zambia. The coefficient is statistically significant, indicating that the relationship
between PV and economic growth is not due to random chance. This significance demonstrates how political stability underpins
sustainable economic development. The results further suggests that a 1% increase in PV is associated with a 2.9% increase in
economic growth in the short run. The significance of this coefficient implies that political stability is a crucial factor for economic
growth, as it likely enhances investor confidence, reduces risks, and fosters a conducive environment for economic activities. A
study by (Maher & Zhao, 2022) supports this positive relationship.

Finally, the estimated short-run coefficient of 3.2% for Regulatory Quality in the ARDL model indicates a positive relationship
between regulatory quality and economic growth in Zambia. The positive coefficient signifies that better regulatory quality enhances
economic growth. This can be attributed to the creation of a more predictable and stable business environment, which encourages
investment and economic activities. This suggests that improvements in regulatory quality can lead to a 3.2% increase in economic
growth in the short run.

4.6 Stability of the model

The results of the Cumulative Sum (CUSUM) test indicate that the model exhibits statistical stability, as evidenced by the CUSUM
graph remaining within the critical bounds (see Figure 3). This stability is essential for confirming the reliability of the model used
in the study and for supporting the overall conclusions drawn from the research. The stability demonstrated by the CUSUM test
supports the assumption that the parameters of the model remain constant over time, which is a fundamental prerequisite for the
validity of the ARDL bounds testing approach.
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Figure 3. CUSUM of squares plot
Source: Created by author

5.0 Conclusion and Policy Implications

This study provides insights into the relationship between governance, corruption, and economic growth in Zambia, highlighting
both short-term and long-term dynamics that influence sustainable development. In the long run, key governance indicators—such
as Political Stability and Absence of Violence (PV), Government Effectiveness (GE), Regulatory Quality (RQ), and Rule of Law
(RL)—consistently show a beneficial impact on growth. Conversely, Foreign Direct Investment (FDI) shows a negative relationship
with economic growth in the long run. This adverse effect may be attributed to structural challenges within the economy that impede
the effective use of foreign investments. In contrast, in the short run, the relationship between FDI and economic growth is positive,
indicating that foreign investments can boost economic growth in the immediate term. In the short run, Political Stability and
Regulatory Quality positively influence growth, suggesting that addressing corruption can strengthen public trust and governance.
Also, the Control of Corruption (CC) index aligns positively with economic growth, indicating that reducing corruption enhances
institutional effectiveness.

The findings of this study present several important policy implications. Firstly, policymakers should aim to improve the quality of
governance by enhancing the effectiveness of government operations. This can be accomplished by focusing on better management

within the public sector and improving the delivery of services.

Secondly, policies should focus on strengthening the rule of law and ensure that laws are applied consistently and fairly. A robust

rule of law is crucial for building trust in institutions and is fundamental to achieving sustainable development.

Thirdly, policy measures should aim to strengthen anti-corruption efforts. Controlling corruption is a key driver for the continuous
and equitable growth of the economy. Therefore, policies must focus on reducing corruption through stringent anti-corruption laws

and strong enforcement mechanisms.
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Fourthly, policymakers need to apply a strategic tactic that balances immediate economic gains with sustainable long-term
development. This strategy should aim to harness the benefits of foreign direct investment (FDI) while mitigating potential negative
impacts. One key aspect of this approach is to strategically attract FDI in specific and/or targeted sectors that align with national
development goals. Prioritizing investments in such sectors can ensure that foreign investments contribute meaningfully to long-
term economic objectives.

Lastly, policymakers should prioritize the streamlining of regulatory processes through a comprehensive review to eliminate
redundancy. Streamlined regulations can lower compliance costs, create a more attractive investment climate, and stimulate
economic growth. Additionally, continuous investment in training for regulatory agencies will enhance their capacity to design,
implement, and enforce regulations effectively. Equipping staff with essential skills can consistently enhance regulatory quality and
responsiveness, resulting in better governance and outcomes for both citizens and businesses.

Limitations and Future Research Directions

The study relies on simplified frameworks that often overlook crucial confounding variables and the complex nature of governance
issues, such as cultural contexts, social norms, and historical legacies. Additionally, the research's narrow focus on Zambia, while
insightful, ignores broader regional dynamics in Sub-Saharan Africa, making it challenging to generalize findings. Future research
should address these gaps by incorporating these factors, conducting comparative analyses across various Sub-Saharan nations, and
performing sector-specific studies in areas like mining, agriculture and public services to better understand governance dynamics
and inform targeted policy interventions.
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