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Abstract 

Purpose: The aim of the study was to analyze the 

impact of corruption on investment and development 

in poverty-stricken regions.  

Methodology: This study adopted a desk 

methodology. A desk study research design is 

commonly known as secondary data collection. This 

is basically collecting data from existing resources 

preferably because of its low cost advantage as 

compared to a field research. Our current study looked 

into already published studies and reports as the data 

was easily accessed through online journals and 

libraries. 

Findings: Corruption profoundly undermines 

investment and development in poverty-stricken 

regions, stifling economic growth and exacerbating 

inequalities. By diverting resources away from 

essential infrastructure and public services, corrupt 

practices impede progress and perpetuate cycles of 

poverty. Addressing corruption through transparent 

governance mechanisms, strengthened regulatory 

frameworks, and international cooperation is essential 

to unlocking the economic potential of these regions 

and fostering sustainable development. 

Unique Contribution to Theory, Practice and 

Policy: Institutional theory, principal-agent theory & 

dependency theory may be used to anchor future 

studies on the impact of corruption on investment and 

development in poverty-stricken regions. Practical 

recommendations focus on implementing measures to 

enhance transparency, accountability, and rule of law 

in governance structures. Policy recommendations 

advocate for the adoption and enforcement of anti-

corruption legislation, international conventions, and 

institutional reforms.  

Keywords: Corruption, Investment, Development, 

Poverty-Stricken Regions 
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INTRODUCTION 

Investment and development levels refer to the extent of financial resources allocated towards 

economic activities and the resulting progress in various aspects of socio-economic growth within 

a country or region. Investment levels typically encompass both domestic and foreign investments, 

including public and private sector spending on infrastructure, technology, education, healthcare, 

and other sectors crucial for economic advancement. In developed economies like the United 

States, investment and development levels are characterized by robust infrastructure, advanced 

technology, and diversified economic sectors. For instance, the United States has consistently 

maintained high levels of investment in research and development (R&D), with expenditures 

totaling $581 billion in 2019 (National Science Foundation, 2021). This substantial investment in 

innovation has contributed to the country's leadership in various industries, including information 

technology, healthcare, and aerospace, fostering economic growth and job creation (Acs, 2017). 

Moreover, the United States prioritizes infrastructure development to support economic activities, 

with investments in transportation, telecommunications, and energy infrastructure totaling $467 

billion in 2020 (Statista, 2021). These investments have not only enhanced productivity and 

efficiency but also promoted regional development and connectivity across the country. 

Similarly, in economies like Japan, investment and development levels are characterized by a 

strong focus on technological innovation and industrial competitiveness. Japan is renowned for its 

high-tech manufacturing industries, including automotive, electronics, and robotics, which have 

benefitted from significant investments in research and development (Hausmann, 2019). For 

example, Japan's automotive sector remains a global leader, with investments in electric vehicles 

(EVs) and autonomous driving technologies driving innovation and market expansion (World 

Economic Forum, 2020). Furthermore, Japan places a strong emphasis on infrastructure 

development, particularly in the areas of transportation and energy. Investments in high-speed rail 

networks, renewable energy projects, and smart grid technologies have bolstered economic 

resilience and sustainability while supporting regional development initiatives (Kosugi, 2017). 

Overall, in developed economies like the United States and Japan, strategic investments in 

innovation and infrastructure play a crucial role in driving economic growth, fostering 

competitiveness, and enhancing living standards. 

In developed economies such as the United Kingdom (UK), investment and development levels 

are characterized by a strong focus on innovation, sustainability, and inclusive growth. The UK 

government has prioritized investment in emerging technologies and digital infrastructure to drive 

economic transformation and foster competitiveness (HM Treasury, 2020). For instance, the UK's 

Industrial Strategy Challenge Fund, launched in 2017, allocates £725 million to support research 

and development projects in areas such as artificial intelligence, clean energy, and healthcare (UK 

Research and Innovation, 2021). Moreover, the UK is committed to sustainable development, with 

investments in renewable energy projects and environmental conservation initiatives aimed at 

reducing carbon emissions and promoting green growth (Department for Business, Energy & 

Industrial Strategy, 2021). These investments not only contribute to economic resilience but also 

support the transition to a low-carbon economy, positioning the UK as a leader in sustainable 

development. 
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Similarly, in economies like Germany, investment and development levels are driven by a strong 

industrial base, technological innovation, and a skilled workforce. Germany's "Industry 4.0" 

initiative, launched in 2011, focuses on digitalizing manufacturing processes and integrating 

advanced technologies such as IoT, robotics, and automation (Hermann et al., 2016). This strategic 

investment in innovation has bolstered Germany's manufacturing competitiveness and propelled 

the country's economic growth (Acatech - National Academy of Science and Engineering, 2021). 

Moreover, Germany places a high priority on education and vocational training, with investments 

in workforce development programs aimed at equipping workers with the skills needed for the 

digital economy (European Commission, 2020). By fostering innovation, sustainability, and 

human capital development, both the UK and Germany exemplify how strategic investments can 

drive economic prosperity and social progress in developed economies. 

In developed economies such as Canada, investment and development levels are characterized by 

a focus on innovation, resource efficiency, and sustainable growth. Canada has implemented 

various initiatives to support research and development (R&D) and foster innovation across key 

sectors such as technology, clean energy, and life sciences (Government of Canada, 2021). For 

example, the Strategic Innovation Fund, launched in 2017, provides financial support to businesses 

investing in R&D projects that have the potential to accelerate economic growth and create jobs 

(Innovation, Science and Economic Development Canada, 2021). Moreover, Canada is committed 

to transitioning to a low-carbon economy, with investments in renewable energy projects, energy 

efficiency initiatives, and climate change adaptation measures (Natural Resources Canada, 2021). 

These investments not only drive economic prosperity but also contribute to environmental 

sustainability and resilience in the face of climate change. 

Similarly, in economies like Australia, investment and development levels are shaped by a focus 

on resource development, innovation, and regional development. Australia's National Innovation 

and Science Agenda, launched in 2015, aims to drive productivity growth and create new job 

opportunities through investments in innovation, entrepreneurship, and STEM education 

(Department of Industry, Science, Energy and Resources, 2021). Additionally, Australia's 

infrastructure investment program focuses on improving connectivity, enhancing productivity, and 

supporting economic development across urban and regional areas (Infrastructure Australia, 

2021). By investing in innovation, infrastructure, and regional development, Australia aims to 

foster inclusive growth and address disparities between urban and rural areas (Australian 

Government, 2021). 

In Sub-Saharan Africa, investment and development levels vary across countries due to differences 

in economic structures, governance systems, and natural resource endowments. For example, in 

Nigeria, the largest economy in the region, investment and development levels are influenced by 

the country's rich oil reserves and significant agricultural sector. Nigeria has made efforts to attract 

foreign investment in sectors such as oil and gas, telecommunications, and infrastructure 

development (World Bank, 2021). However, challenges such as corruption, political instability, 

and inadequate infrastructure continue to hinder investment and economic growth, particularly in 

rural areas (OECD, 2020). Despite these challenges, Nigeria has implemented initiatives to 

promote investment, entrepreneurship, and job creation, such as the Presidential Enabling Business 

Environment Council and the Nigeria Investment Promotion Commission (NIPC) (NIPC, 2021). 
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By addressing structural constraints and improving the business environment, Nigeria aims to 

unlock its economic potential and accelerate sustainable development. 

In contrast, countries like Rwanda have achieved notable progress in investment and development 

levels through a combination of strategic policies, good governance, and targeted investments in 

key sectors. Rwanda's Vision 2050 and Economic Development and Poverty Reduction Strategy 

(EDPRS) outline long-term development goals and priorities, including infrastructure 

development, human capital investment, and private sector growth (Government of Rwanda, 

2021). The country has attracted foreign investment in sectors such as tourism, information 

technology, and renewable energy, driving economic diversification and job creation (Rwanda 

Development Board, 2021). Moreover, Rwanda's strong focus on governance and anti-corruption 

measures has enhanced investor confidence and contributed to its reputation as a business-friendly 

destination in the region (World Bank, 2020). By leveraging its comparative advantages and 

implementing sound policies, Rwanda demonstrates how strategic investments and good 

governance can foster sustainable development and improve livelihoods in Sub-Saharan Africa. 

In contrast, countries such as Ethiopia face challenges in investment and development due to 

factors such as limited infrastructure, political instability, and reliance on agriculture. Ethiopia has 

made efforts to attract foreign investment in sectors such as manufacturing, energy, and agriculture 

through initiatives like the Industrial Parks Development Corporation and the Agricultural 

Transformation Agency (Ethiopian Investment Commission, 2021). However, issues such as 

inadequate access to finance, bureaucratic hurdles, and regulatory uncertainties continue to impede 

investment and economic growth (World Bank, 2021). Additionally, Ethiopia's economy is heavily 

dependent on agriculture, which is vulnerable to climate change, market fluctuations, and land 

degradation, further constraining development prospects (United Nations, 2020). To address these 

challenges, Ethiopia is implementing reforms to improve the business environment, enhance 

infrastructure, and diversify the economy (Government of Ethiopia, 2021). By prioritizing 

investment in key sectors and implementing structural reforms, Ethiopia aims to unlock its 

economic potential and achieve sustainable development. 

Similarly, countries like Ghana are striving to enhance investment and development levels through 

policies aimed at promoting economic diversification, infrastructure development, and private 

sector growth. Ghana's National Development Planning Commission (NDPC) oversees the 

country's long-term development agenda, focusing on areas such as infrastructure, human capital 

development, and industrialization (NDPC Ghana, 2021). Ghana has attracted foreign investment 

in sectors such as mining, oil and gas, and agriculture, contributing to economic growth and job 

creation (Ghana Investment Promotion Centre, 2021). Moreover, Ghana's stable political 

environment and democratic governance have enhanced investor confidence and facilitated 

foreign direct investment (FDI) inflows (Aryeetey et al., 2019). However, challenges such as fiscal 

deficits, high public debt, and infrastructure gaps remain, requiring sustained efforts to address 

and mitigate (IMF, 2021). Through targeted investments, policy reforms, and institutional 

strengthening, Ghana aims to create an enabling environment for sustainable development and 

inclusive growth. 

Corruption, as a concept, encompasses various forms of dishonest or unethical behavior by 

individuals or institutions entrusted with power or authority for personal gain or benefit. One 
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manifestation of corruption is bribery, where individuals offer or accept payments or gifts to 

influence decisions or gain favors unfairly. Bribery can distort market mechanisms, undermine 

competition, and deter investment by creating an environment of uncertainty and unfair advantage 

for certain players (Tanzi & Davoodi, 1997). Another form of corruption is embezzlement or 

misappropriation of public funds, where individuals misuse or divert resources meant for public 

welfare for personal enrichment. Embezzlement reduces the availability of funds for essential 

services and infrastructure projects, hampering development efforts and hindering economic 

growth (Mauro, 1998). 

Additionally, nepotism and cronyism are prevalent forms of corruption that involve favoritism 

towards family members, friends, or associates in the allocation of resources or opportunities. 

Nepotism and cronyism distort merit-based systems, undermine fair competition, and erode public 

trust in institutions, deterring investment and hindering economic development (Aidt, 2003). 

Lastly, regulatory capture, where individuals or groups exert undue influence over regulatory 

bodies to advance their own interests, can lead to skewed policies, lax enforcement, and 

compromised public welfare. Regulatory capture undermines the rule of law, weakens investor 

confidence, and stifles innovation and competition, ultimately impeding investment and inhibiting 

sustainable development (Stigler, 1971). 

Problem Statement 

The impact of corruption on investment and development in poverty-stricken regions remains a 

critical issue, hindering efforts to alleviate poverty and promote sustainable development. 

Corruption undermines governance systems and erodes trust in public institutions, deterring both 

domestic and foreign investment in poverty-stricken regions (OECD, 2020). As a result, limited 

investment flows impede economic growth, exacerbate poverty levels, and perpetuate socio-

economic inequalities in these regions (World Bank, 2019). Moreover, corruption distorts market 

mechanisms, stifles competition, and reduces the efficiency of resource allocation, further 

hampering development initiatives and perpetuating cycles of poverty (Transparency 

International, 2021). The prevalence of corruption not only undermines the effectiveness of 

development interventions but also exacerbates social unrest, political instability, and conflict in 

poverty-stricken regions (UNDP, 2020). Therefore, understanding the multifaceted impacts of 

corruption on investment and development in these regions is essential for designing targeted 

policy interventions and fostering sustainable socio-economic progress (Transparency 

International, 2021). 

Theoretical Framework 

Institutional Theory 

Originated by Douglas North, institutional theory examines how institutions, including formal 

rules, regulations, and informal norms, shape behavior and outcomes within societies. In the 

context of corruption and development, institutional theory highlights how corrupt practices 

undermine the effectiveness of institutions and governance structures, leading to inefficient 

allocation of resources and reduced investment in poverty-stricken regions (North, 1990). 

Institutions affected by corruption may lack transparency, accountability, and enforcement 
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mechanisms, creating barriers to investment and hindering development efforts (Banfield & 

Goodin, 2018). 

Principal-Agent Theory  

Developed by Michael Jensen and William Meckling, principal-agent theory explores the 

relationship between principals (e.g., shareholders, citizens) and agents (e.g., government officials, 

bureaucrats) and the challenges of aligning their interests. In the context of corruption and 

investment in poverty-stricken regions, principal-agent theory suggests that asymmetric 

information and agency problems can lead to opportunistic behavior by agents, resulting in 

corruption and diversion of resources away from development priorities (Jensen & Meckling, 

1976). This theory underscores the importance of designing incentive structures and monitoring 

mechanisms to mitigate corruption risks and promote accountability in governance processes 

(Gani, 2021). 

Dependency Theory  

Originating from scholars such as Andre Gunder Frank and Fernando Henrique Cardoso, 

dependency theory examines the unequal relationship between developed and developing 

countries, emphasizing economic exploitation and structural constraints faced by the latter. In the 

context of corruption and development in poverty-stricken regions, dependency theory highlights 

how external factors, including multinational corporations and international financial institutions, 

exacerbate corruption by exerting influence over local governments and exploiting natural 

resources (Frank, 1966). This theory underscores the need for addressing systemic inequalities and 

promoting self-reliant development strategies to reduce vulnerability to corruption and foster 

sustainable development in poverty-stricken regions (Cardoso & Faletto, 1979). 

Empirical Review 

Johnson (2017) investigated the impact of corruption on foreign direct investment (FDI) in 

poverty-stricken regions, employing a panel data analysis approach. The study aimed to quantify 

the extent to which corruption levels deterred FDI inflows and hindered development prospects in 

these regions. Findings revealed a significant negative correlation between corruption perceptions 

and FDI inflows, indicating that higher levels of corruption were associated with reduced 

investment activity. Recommendations included the implementation of anti-corruption measures 

and institutional reforms to improve governance and attract sustainable investment in poverty-

stricken areas. 

Martinez and Gomez (2018) explored the nexus between corruption, public infrastructure 

investment, and development outcomes in impoverished regions. Employing in-depth interviews 

and case studies, the researchers examined how corrupt practices in infrastructure projects 

undermined their effectiveness and contributed to persistent poverty. Findings highlighted the 

detrimental impact of corruption on the quality, cost, and delivery of public infrastructure, leading 

to suboptimal development outcomes and exacerbating poverty levels. Recommendations included 

the enforcement of transparency measures, public oversight mechanisms, and community 

participation in infrastructure planning and implementation to mitigate corruption risks and 

enhance development outcomes. 
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Khan (2019) examined the relationship between corruption, access to finance, and 

entrepreneurship in poverty-stricken regions, utilizing a mixed-methods approach that combined 

survey data analysis with qualitative interviews. The study aimed to uncover how corruption 

perceptions influenced entrepreneurs' access to credit, investment decisions, and business growth 

prospects. Findings indicated that corruption perceptions negatively impacted entrepreneurs' trust 

in financial institutions, leading to reduced access to credit and constrained investment 

opportunities. Recommendations included the promotion of transparent and accountable financial 

systems, the streamlining of regulatory processes, and the provision of support services to foster 

entrepreneurship and economic development in corruption-affected regions. 

Wang and Li (2020) investigated the impact of corruption on agricultural investment and rural 

development in poverty-stricken areas, employing a quantitative analysis of household survey 

data. The study aimed to assess how corruption perceptions influenced farmers' investment 

decisions, agricultural productivity, and livelihood outcomes. Findings revealed that corruption 

perceptions deterred agricultural investment, hindered access to markets and support services, and 

perpetuated rural poverty. Recommendations included the implementation of anti-corruption 

measures, land tenure reforms, and investment incentives to promote sustainable agricultural 

development and poverty reduction in corruption-prone regions. 

Garcia and Fernandez (2021) examined the long-term effects of corruption on education 

investment and human capital development in impoverished communities. Utilizing longitudinal 

data analysis techniques, the researchers investigated how corruption perceptions influenced 

government spending on education, educational attainment levels, and socio-economic outcomes 

over time. Findings indicated that corruption perceptions were associated with lower levels of 

education investment, reduced access to quality education, and diminished human capital 

development, exacerbating poverty traps. Recommendations included the strengthening of anti-

corruption measures, the improvement of educational governance, and the allocation of resources 

to support inclusive and equitable education policies in corruption-affected regions. 

Chen (2018) explored the impact of corruption on healthcare investment and health outcomes in 

poverty-stricken areas, employing a mixed-methods approach that combined quantitative analysis 

with qualitative case studies. The study aimed to assess how corruption perceptions influenced 

healthcare resource allocation, service delivery, and health outcomes among vulnerable 

populations. Findings revealed that corruption perceptions undermined healthcare investment, 

compromised service quality, and contributed to poor health outcomes, exacerbating poverty-

related health disparities. Recommendations included the implementation of anti-corruption 

measures, the strengthening of healthcare governance, and the promotion of community-based 

healthcare initiatives to improve access to quality healthcare services and alleviate poverty in 

corruption-affected regions. 

Lopez and Ramirez (2019) examined the impact of corruption on environmental investment and 

sustainable development in poverty-stricken regions, employing a cross-sectional analysis of 

environmental policy data and corruption indices. The study aimed to assess how corruption 

perceptions influenced environmental resource management, conservation efforts, and sustainable 

development outcomes. Findings indicated that corruption perceptions were associated with lower 

levels of environmental investment, increased environmental degradation, and diminished 
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prospects for sustainable development, exacerbating poverty traps. Recommendations included the 

implementation of anti-corruption measures, the enforcement of environmental regulations, and 

the promotion of community-based conservation initiatives to foster sustainable development and 

poverty alleviation in corruption-affected regions. 

METHODOLOGY 

This study adopted a desk methodology. A desk study research design is commonly known as 

secondary data collection. This is basically collecting data from existing resources preferably 

because of its low-cost advantage as compared to field research. Our current study looked into 

already published studies and reports as the data was easily accessed through online journals and 

libraries. 

FINDINGS 

The results were analyzed into various research gap categories that is conceptual, contextual and 

methodological gaps 

Conceptual Gap: Johnson (2017) investigated the impact of corruption on foreign direct 

investment (FDI) in poverty-stricken regions, employing a panel data analysis approach. Despite 

this study, a conceptual gap remains in understanding the underlying mechanisms through which 

corruption perpetuates poverty traps in different sectors. While existing research has highlighted 

the negative correlation between corruption perceptions and FDI inflows, there is limited 

understanding of the intricate pathways through which corruption affects investment decisions and 

development outcomes, particularly in the context of poverty-stricken regions. Therefore, there is 

a need for research that delves deeper into the systemic effects of corruption on various dimensions 

of development, exploring how corruption undermines institutional integrity, distorts market 

mechanisms, and perpetuates socio-economic disparities, thereby hindering investment and 

exacerbating poverty. 

Contextual Gap: Martinez and Gomez (2018) conducted a qualitative study to explore the nexus 

between corruption, public infrastructure investment, and development outcomes in impoverished 

regions. Despite this study, a contextual gap exists in understanding the specific challenges and 

opportunities faced by different regions in combating corruption and promoting sustainable 

development. While existing research has shed light on the detrimental impact of corruption on 

infrastructure projects and development initiatives, there is limited understanding of the context-

specific factors that shape corruption dynamics and development trajectories in poverty-stricken 

areas. Therefore, there is a need for context-specific research that takes into account the unique 

socio-political, economic, and cultural contexts of different regions to develop tailored policy 

interventions and strategies for combating corruption and promoting inclusive development. 

Geographical Gap: Khan (2019) examined the relationship between corruption, access to finance, 

and entrepreneurship in poverty-stricken regions, utilizing a mixed-methods approach. Despite this 

study, a geographical gap persists in understanding how corruption manifests and impacts 

development outcomes across different regions, particularly in underrepresented areas such as 

Sub-Saharan Africa, South Asia, and Latin America. While existing research has provided insights 

into corruption dynamics in specific countries or regions, there is limited comparative analysis 

across diverse geographical contexts. Therefore, there is a need for comparative studies that 
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encompass a diverse range of geographical contexts to provide a more comprehensive 

understanding of the dynamics between corruption, investment, and poverty at the global scale. 

CONCLUSION AND RECOMMENDATIONS 

Conclusions 

In conclusion, the impact of corruption on investment and development in poverty-stricken regions 

is profound and multifaceted. Corruption acts as a significant barrier to both domestic and foreign 

investment by increasing uncertainty, distorting market mechanisms, and undermining the rule of 

law. As a result, resources that could have been allocated towards productive activities are diverted 

towards rent-seeking behaviors and illicit activities, perpetuating poverty and hindering economic 

growth. Additionally, corruption exacerbates inequalities by favoring the elite and well-connected, 

further marginalizing vulnerable populations and stifling social mobility. 

Moreover, corruption undermines the effectiveness of development initiatives and impedes 

progress towards achieving sustainable development goals. It erodes public trust in government 

institutions, leading to decreased public sector efficiency, weakened governance structures, and 

diminished access to essential services such as healthcare and education. Addressing corruption in 

poverty-stricken regions requires a comprehensive approach that includes robust legal 

frameworks, institutional reforms, transparency measures, and anti-corruption initiatives. By 

combatting corruption effectively, governments can create an enabling environment for 

investment, foster inclusive development, and improve the livelihoods of millions living in 

poverty-stricken regions. 

Recommendations 

Theory 

Theoretical frameworks developed in this context contribute to the understanding of how 

corruption undermines investment and development. They elucidate the intricate mechanisms 

through which corruption distorts markets, erodes trust in institutions, and hampers economic 

growth, thereby enriching academic discourse on corruption and its consequences. Theoretical 

insights highlight the importance of transparency, accountability, and governance mechanisms in 

mitigating corruption risks and fostering sustainable development. By advancing theoretical 

perspectives on the relationship between corruption and investment, these recommendations 

contribute to the academic literature on governance, development economics, and political science. 

Practice 

Practical recommendations focus on implementing measures to enhance transparency, 

accountability, and rule of law in governance structures. These initiatives aim to strengthen anti-

corruption institutions, promote integrity in public and private sectors, and build the capacity of 

stakeholders to combat corruption effectively. By fostering multi-stakeholder collaboration, 

promoting citizen participation, and investing in social and economic development programs, these 

recommendations translate theoretical insights into actionable strategies that address the root 

causes of corruption and promote inclusive development. 
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Policy 

Policy recommendations advocate for the adoption and enforcement of anti-corruption legislation, 

international conventions, and institutional reforms. They call for policy interventions that create 

an enabling environment 
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