
© 2020 IJRAR November 2020, Volume 7, Issue 4               www.ijrar.org  (E-ISSN 2348-1269, P- ISSN 2349-5138) 

IJRAR19D4509 International Journal of Research and Analytical Reviews (IJRAR) www.ijrar.org 456 
 

THE EFFECTS OF POLITICAL CORRUPTION 

ON ECONOMIC DEVELOPMENT: A STUDY 
*B.C.Basavarajappa. Assistant Professor of Political Science, D S B G College, Mudigere. 

Abstract: 

The aim of this study was to explore the Effects of Political Corruption on Economic Development.  

Political corruption has profound effects on economic development, hindering the progress of nations and 

impeding the well-being of their citizens. This study also explores the various ways in which political 

corruption undermines economic growth, distorts market mechanisms, and perpetuates inequalities.  

Corruption in politics leads to a misallocation of resources, as public funds meant for essential sectors such 

as education, healthcare, and infrastructure are siphoned off for personal gain. This results in inadequate 

provision of public services, dilapidated infrastructure, and a perpetuation of poverty and inequality. 

Moreover, corrupt practices create an uneven business environment, where bribery, favoritism, and 

nepotism give unfair advantages to certain individuals or businesses, stifling competition, discouraging 

investment, and hampering economic growth.  Political corruption erodes the rule of law and weakens 

judicial systems, undermining trust in the legal framework. When bribery and political influence shape legal 

outcomes, citizens' confidence in property rights and contract enforcement diminishes, hindering business 

stability and investment. The social consequences of corruption are equally detrimental, as it exacerbates 

inequality, fosters social injustice, and undermines social cohesion, potentially leading to social unrest and 

political instability.  Addressing political corruption requires strong legal frameworks, transparent 

institutions, and a culture of accountability and integrity. Promoting transparency, strengthening anti-

corruption measures, empowering civil society, and fostering ethical leadership are vital in combatting 

corruption and fostering good governance.  By understanding the effects of political corruption on economic 

development, policymakers, businesses, and individuals can recognize the urgency of combating corruption, 

implementing effective anti-corruption measures, and creating an environment conducive to sustainable 

economic growth, social progress, and improved quality of life for all. 
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INTRODUCTION: 

The economy is a complex system that encompasses the production, distribution, and consumption of 

goods and services within a society. It plays a fundamental role in shaping the overall well-being and quality 

of life of individuals, communities, and nations. Understanding the intricacies of the economy is essential for 

policymakers, businesses, and individuals alike.  At its core, the economy revolves around the concepts of 

scarcity and choice. Resources such as labor, capital, natural resources, and technology are limited, while 

human needs and wants are virtually unlimited. As a result, societies must make choices regarding how to 

allocate these scarce resources to fulfill their various needs and wants. Economic activities are diverse and 

encompass a wide range of sectors and industries. These activities include agriculture, manufacturing, 
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services, finance, trade, and more. The production of goods and services generates income and employment 

opportunities, contributing to economic growth and development.  Economic systems can vary across 

different countries and regions, reflecting the ideologies, policies, and institutions that shape them. Market 

economies, characterized by private ownership and decentralized decision-making, rely on market forces 

such as supply and demand to allocate resources. In contrast, planned economies involve centralized control 

and government intervention in resource allocation.  Macroeconomics and microeconomics are two key 

branches of economics that provide frameworks for analyzing and understanding economic phenomena. 

Macroeconomics focuses on the broader aspects of the economy, such as aggregate output, inflation, 

unemployment, and fiscal and monetary policies. Microeconomics examines individual economic agents, 

such as consumers, firms, and markets, and their behavior in making economic decisions.  Economic 

indicators, such as gross domestic product (GDP), inflation rate, employment figures, and trade balances, 

provide snapshots of the overall health and performance of an economy. These indicators help policymakers, 

businesses, and individuals assess the state of the economy, identify trends, and make informed decisions.  

The goals of economic policy include promoting stable and sustainable economic growth, reducing 

unemployment, controlling inflation, and fostering equitable distribution of wealth and opportunities. 

Governments employ various tools and policies, such as fiscal policy (taxation and government spending) 

and monetary policy (interest rates and money supply), to achieve these objectives.  Globalization has 

transformed the modern economy, connecting nations and economies in unprecedented ways. International 

trade, investment flows, and the integration of financial markets have expanded economic opportunities and 

interdependence. However, globalization also poses challenges, including economic inequality, 

environmental sustainability, and the need for effective governance at both national and international levels. 

Political corruption is a persistent and pervasive problem that affects countries around the world. It 

refers to the misuse of public office and entrusted power by government officials or political leaders for 

personal gain, often involving bribery, embezzlement, nepotism, fraud, and other illicit activities. Political 

corruption undermines the integrity, transparency, and effectiveness of governance, eroding public trust and 

hindering socio-economic development.  Corruption in politics has far-reaching consequences on various 

aspects of society. It distorts democratic processes, weakens the rule of law, undermines institutions, and 

hampers the delivery of essential public services. The effects of political corruption extend beyond the realm 

of politics and permeate into the economy, social fabric, and overall well-being of a nation.   One of the 

primary impacts of political corruption is the misallocation of resources. Public funds that should be invested 

in critical sectors such as healthcare, education, infrastructure, and social welfare programs are diverted or 

embezzled for personal gain. This leads to inadequate provision of services, deterioration of public 

infrastructure, and perpetuation of poverty and inequality.  Corruption also distorts the business environment. 

Bribes, kickbacks, and favoritism create an uneven playing field, where those with connections or the 

willingness to engage in corrupt practices gain advantages over honest competitors. This discourages 

investment, stifles entrepreneurship, and hampers economic growth. The resulting lack of transparency and 

accountability in government decision-making processes creates an unpredictable and risky environment for 

businesses and investors. 
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Moreover, political corruption weakens the rule of law and judicial systems. When bribery and 

political influence shape legal outcomes, it erodes the credibility and impartiality of the justice system. This 

undermines citizens' trust in the fairness and effectiveness of the legal framework, leading to diminished 

confidence in the protection of property rights, contract enforcement, and overall business stability.  Socially, 

political corruption exacerbates inequality and erodes social cohesion. It perpetuates a system where access 

to public services, justice, and opportunities is determined by personal connections and bribes rather than 

merit or need. This fosters a sense of injustice, frustration, and marginalization among the population, 

potentially leading to social unrest and political instability.  Addressing political corruption is crucial for 

building sustainable and inclusive societies. It requires robust legal frameworks, independent and transparent 

institutions, and a culture of accountability and integrity. Efforts to combat corruption involve promoting 

transparency, strengthening anti-corruption measures, empowering civil society, and fostering a culture of 

ethical leadership.  By tackling political corruption, societies can foster good governance, promote economic 

development, protect the rights and well-being of their citizens, and create a conducive environment for 

equitable and sustainable progress. 

OBJECTIVE OF THE STUDY: 

To explore the effects of Political Corruption on Economic Development. 

RESEARCH METHODOLOGY: 

 This study is based on secondary sources of data such as articles, books, journals, research papers, 

websites and other sources. 

THE EFFECTS OF POLITICAL CORRUPTION ON ECONOMIC DEVELOPMENT: 

Political corruption can have significant and detrimental effects on economic development. When 

public officials abuse their power for personal gain, it undermines the functioning of government institutions, 

weakens the rule of law, and distorts economic processes. Here are some key effects of political corruption 

on economic development: 

 Brain drain: Countries plagued by political corruption often experience a brain drain, as talented 

individuals, professionals, and entrepreneurs seek opportunities elsewhere. These individuals may be 

driven away by limited career prospects, lack of merit-based promotion, and the frustration of dealing 

with corrupt practices. The loss of skilled individuals further hampers economic development and the 

capacity to innovate. 

 Damage to institutions and governance: Corruption erodes the credibility and effectiveness of public 

institutions, including regulatory bodies, law enforcement agencies, and anti-corruption mechanisms. 

Weakened institutions result in weak governance, lack of accountability, and diminished public trust. 

This further perpetuates corruption, creating a vicious cycle that undermines economic development 

and stability. 
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 Decline in foreign direct investment (FDI): Political corruption acts as a deterrent to foreign direct 

investment. Investors are often reluctant to commit their capital to countries where corruption is 

prevalent due to the associated risks, such as unfair competition, lack of legal protection, and 

potential loss of investment. Reduced FDI limits job creation, technology transfer, and overall 

economic growth. 

 Decreased foreign market competitiveness: Political corruption can erode the competitiveness of 

domestic industries in the global market. Corruption may lead to the adoption of policies that protect 

vested interests and impede trade liberalization. This reduces the ability of domestic businesses to 

compete internationally, limits exports, and impedes economic growth. 

 Diminished foreign partnerships and collaborations: Political corruption can hinder international 

partnerships and collaborations. Countries with high levels of corruption may struggle to attract 

reputable foreign partners, including multinational corporations and international organizations. This 

limits access to technology, expertise, and investment opportunities, impeding knowledge transfer 

and hindering the exchange of best practices. 

 Environmental degradation: Political corruption can exacerbate environmental degradation and hinder 

sustainable development. Corrupt officials may exploit natural resources for personal gain without 

considering the long-term environmental consequences. Weak regulation, bribery in the issuance of 

permits, and illicit activities like illegal logging or poaching can contribute to deforestation, pollution, 

and loss of biodiversity. 

 Financial instability: Political corruption can contribute to financial instability and economic crises. 

Corruption can undermine the soundness and integrity of financial institutions, allowing illicit 

financial flows, money laundering, and embezzlement. Weak regulatory oversight and corrupt 

practices can lead to unsustainable lending practices, asset bubbles, and ultimately, financial collapses 

that have severe economic repercussions. 

 Impacted tourism industry: Political corruption can have adverse effects on the tourism industry. 

Countries known for corruption may experience a decline in tourist arrivals, as potential visitors 

perceive them as unsafe or unreliable destinations. This reduces tourism revenues, job opportunities, 

and economic growth potential in the hospitality sector. 

 Impaired business environment: Political corruption creates an unpredictable and unfair business 

environment. Companies and entrepreneurs may face arbitrary regulations, burdensome bureaucracy, 

and extortion by corrupt officials seeking bribes. This discourages both domestic and foreign 

investment, stifles competition, and hampers entrepreneurial activity, resulting in reduced economic 

growth and job creation. 

 Impaired innovation and entrepreneurship: Political corruption can stifle innovation and 

entrepreneurship. When corruption creates barriers to entry, favors established businesses over 

newcomers, and discourages fair competition, it stifles innovation and limits the emergence of new 

ideas and ventures. This hampers economic dynamism and inhibits the development of knowledge-

based economies. 
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 Impaired public procurement processes: Political corruption can undermine the transparency and 

fairness of public procurement processes. When corruption infiltrates procurement procedures, it 

leads to inflated costs, substandard goods and services, and the awarding of contracts to unqualified 

or undeserving companies. This reduces the efficiency of public spending, limits the benefits of 

infrastructure projects, and undermines public confidence in government initiatives. 

 Increased costs of doing business: Corruption raises the costs of doing business by introducing 

additional expenses such as bribes, kickbacks, and facilitation payments. These costs add to the 

financial burden of businesses, particularly for small and medium-sized enterprises (SMEs) that often 

have limited resources. The higher costs of corruption reduce profitability, discourage investment, 

and impede entrepreneurship. 

 Inequality and poverty: Political corruption exacerbates inequality and perpetuates poverty. 

Resources meant for poverty alleviation programs, such as social safety nets or targeted development 

projects, often end up in the hands of corrupt officials and their associates. This leads to the 

concentration of wealth and power among a few, while the majority of the population remains 

marginalized and deprived of basic needs, impeding overall economic progress. 

 Inhibited foreign technology transfer: Political corruption can impede the transfer of technology from 

foreign sources. Corrupt practices, such as demanding bribes for technology transfers or intellectual 

property theft, discourage foreign companies from sharing their knowledge and technology with local 

counterparts. This limits the ability of domestic industries to acquire advanced technology and 

hampers technological progress. 

 Intensified poverty and income inequality: Political corruption exacerbates poverty and income 

inequality. Limited access to public services, education, and healthcare due to corruption 

disproportionately affects the disadvantaged and marginalized populations. The concentration of 

wealth and opportunities in the hands of corrupt elites widens income gaps and perpetuates social and 

economic disparities. 

 Loss of public confidence and social unrest: When corruption becomes pervasive and entrenched in 

society, it erodes public confidence in the government and its ability to address pressing social and 

economic issues. This loss of trust can lead to social unrest, protests, and political instability, which 

further hamper economic development by creating an uncertain and volatile environment for 

businesses and investors. 

 Misallocation of resources: Corrupt practices often involve bribes, kickbacks, and embezzlement, 

diverting public funds away from productive investments and public services. Scarce resources are 

allocated based on personal connections rather than economic efficiency, leading to wasteful 

spending and inadequate provision of essential services such as healthcare, education, and 

infrastructure. 

 Negative impact on international trade: Political corruption can impede international trade by 

distorting market conditions and increasing transaction costs. Bribery, extortion, and other corrupt 

practices can obstruct fair competition, hinder market access for smaller businesses, and create 
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barriers to entry for foreign companies. This can limit export opportunities, reduce foreign market 

competitiveness, and restrict economic integration. 

 Reduced foreign aid effectiveness: Political corruption can undermine the effectiveness of foreign aid 

and development assistance. When funds meant for development projects or humanitarian aid are 

siphoned off by corrupt officials, the intended beneficiaries do not receive the full benefits. This 

diminishes the impact of aid on poverty reduction, healthcare, education, and other areas crucial for 

economic development. 

 Reduced public revenue: Corruption reduces government revenue through illicit practices such as tax 

evasion and embezzlement. This diminishes the resources available for public investment in 

infrastructure, education, healthcare, and social welfare programs. Insufficient public funding 

hampers economic development by limiting the capacity of governments to provide essential services 

and invest in critical sectors. 

 Reduced public trust and social cohesion: Political corruption erodes public trust in government and 

undermines social cohesion. When citizens perceive their government as corrupt, they may become 

disillusioned and less willing to comply with laws and regulations. This can lead to social unrest, 

political instability, and hinder cooperation among individuals and communities, impeding economic 

progress. 

 Underinvestment in human capital: Political corruption can lead to underinvestment in human capital, 

including education and healthcare. When corruption diverts resources away from these sectors, it 

results in inadequate access to quality education and healthcare services. This hampers the 

development of a skilled workforce, reduces productivity, and limits the overall economic potential of 

a nation. 

 Weakened public infrastructure: Political corruption can result in the neglect and deterioration of 

public infrastructure such as roads, bridges, water supply systems, and power grids. Corrupt practices 

can lead to substandard construction, embezzlement of funds allocated for infrastructure projects, and 

the diversion of resources meant for maintenance and repairs. This weakens the infrastructure 

backbone necessary for economic development and hinders productivity. 

 Weakened rule of law: Corruption erodes the rule of law by undermining the impartiality and 

independence of judicial systems. When bribery and favoritism influence legal outcomes, individuals 

and businesses lose confidence in the justice system. This leads to a lack of contract enforcement, 

property rights violations, and reduced trust in the overall business environment, deterring investment 

and hindering economic development. 

 Weakened social infrastructure: Political corruption can result in inadequate investment in social 

infrastructure, such as schools, hospitals, and public transportation. Funds allocated for infrastructure 

projects may be misappropriated or used inefficiently due to corrupt practices. Insufficient investment 

in social infrastructure hampers human development, reduces the quality of life, and limits the 

potential for economic progress. 
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CONCLUSION: 

Political corruption has far-reaching and detrimental effects on economic development. It undermines 

the integrity and transparency of governance, distorts market mechanisms, misallocates resources, and 

perpetuates inequalities. The consequences of corruption are felt in multiple spheres, including the economy, 

society, and the overall well-being of nations.   Economically, political corruption hampers growth by 

diverting public funds and resources away from productive sectors such as education, healthcare, and 

infrastructure. This leads to inadequate provision of public services, deteriorating infrastructure, and a 

perpetuation of poverty and inequality. The misallocation of resources and the distorted business 

environment created by corruption discourage investment, stifle entrepreneurship, and hinder economic 

progress.  Corruption also undermines the rule of law and weakens judicial systems, eroding citizens' trust in 

the legal framework. When bribery and political influence shape legal outcomes, the credibility and 

impartiality of the justice system are compromised. This has a detrimental impact on business stability, 

property rights, contract enforcement, and overall investor confidence.  Socially, political corruption 

exacerbates inequality and fosters social injustice. It creates a system where access to public services, justice, 

and opportunities is based on personal connections and bribes rather than merit or need. This erodes social 

cohesion, fosters a sense of injustice and marginalization, and can lead to social unrest and political 

instability.  To address political corruption and promote economic development, comprehensive anti-

corruption measures are crucial. These include strengthening legal frameworks, promoting transparency and 

accountability, empowering independent institutions, and fostering a culture of integrity and ethical 

leadership. International cooperation and support for anti-corruption initiatives can also play a significant 

role in combating corruption at a global scale. 

Efforts to combat corruption should be accompanied by promoting inclusive economic policies, 

improving public service delivery, enhancing access to education and healthcare, and reducing inequalities. 

By addressing corruption and fostering good governance, societies can create an environment that promotes 

economic growth, attracts investment, and ensures the equitable distribution of resources and opportunities.  

Fighting political corruption is essential for sustainable economic development, social progress, and the 

overall well-being of societies. It requires a collective commitment from governments, civil society, 

businesses, and individuals to promote transparency, accountability, and integrity in all aspects of 

governance and public life. By doing so, nations can pave the way for inclusive and prosperous futures for 

their citizens. 
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