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INTRODUCTION

Corruption creates many economic problems that hinder development, disrupt market mechanisms,
discourage foreign direct investment, weaken public financial management, increase income inequality,
and undermine public trust and social cohesion. Understanding these economic challenges is critical to
formulating effective strategies to combat corruption and promote sustainable economic growth.
Economic problems related to corruption are detailed below:

Decline in economic growth:

Corruption negatively affects economic growth by diverting resources away from productive sectors. If
funds intended for public services, infrastructure development and investments are embezzled through
corrupt practices, the overall output of the economy will suffer. Reduced economic growth stifles job
creation, limits entrepreneurial opportunities, and hinders long-term development.

Broken market mechanisms:

Corruption disrupts market mechanisms by creating an uneven playing field. Unethical practices such
as bribery and nepotism allow individuals and businesses to gain unfair advantages, circumvent
regulations, and illegally secure contracts or licenses. This distorts competition, reduces market
efficiency and impedes fair business practices, resulting in market inefficiency and reduced economic
efficiency.
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Reduction of foreign direct investment:

Corruption is a significant barrier to foreign direct investment (FDI). In countries where corruption is
widespread, investors are less likely to invest their capital because it creates uncertainty and risks.
Corruption undermines the rule of law, weakens property rights, and creates an environment of distrust
that is unattractive to investors. A decrease in the volume of direct investment limits access to capital,
technology transfer, and job opportunities, hindering economic growth and development.

Weakening of public finance management:

Corruption in the management of public finances threatens fiscal stability and sustainability. If public
officials engage in embezzlement, bribery or misappropriation of public funds, this leads to budget
deficits, reductions in public revenues, and inefficient allocation of resources. This undermines public
services, hinders infrastructure development, and limits public investment in critical sectors such as
education, health, and infrastructure.

Rising Income Inequality:

Corruption exacerbates income inequality by diverting resources away from the poor and marginalized
sections of society. Corrupt practices benefit a few wealthy individuals or groups at the expense of the
wider population. It perpetuates poverty, restricts social mobility and creates social unrest, deepening
income inequality and social divisions within society.

Weakened public trust and social cohesion:

Corruption destroys people's trust in state bodies and undermines the unity of society. Widespread
corruption among public officials undermines citizens' confidence in the efficiency and integrity of state
systems. Such lack of trust leads to a decrease in citizen activity, a decrease in compliance with laws and
regulations, a violation of social cohesion, and an obstacle to economic development and stability.
Solving the economic problems of corruption requires comprehensive anti-corruption measures.
Transparent governance, a strong legal framework, effective enforcement mechanisms and strong
institutional safeguards are essential. Strengthening the rule of law, promoting transparency and
accountability, promoting a culture of honesty and ethical behavior are important in fighting corruption
and ensuring sustainable economic development.
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