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Abstract
Purpose – The purpose of this paper is to provide a conceptual framework on the relationship
between corruption and development. The paper demonstrates how the impact of corruption on
economic development might vary substantially from sustainable development (SD).
Design/methodology/approach – A combination of literature-based analysis was employed by
considering concepts from corruption and development. A synthesis of these two concepts leads to the
development of the conceptual framework.
Findings – The findings shows that corruption originates from three main sources, and that the effect
of corruption on development might differ depending on how it is conceptualized, but the spate of
corruption is contingent on institutional quality and gains in previous development trajectory.
Originality/value – Relating the concept of corruption and SD and linking it to theories of
development brings a sense of novelty. This paper has in its essence contributed to the
conceptualization of the relationship between corruption and development which will help deepen
understanding on this contentious subject. The framework will help to improve theory, research and
practice in development studies and allied fields.
Keywords Governance, Management, Economic development (ED), Sustainable development (SD)
Paper type Conceptual paper

1. Introduction
Exactly 15 years ago, a roadmap to eradicate the world of poverty among others was
set at the millennium summit of the United Nations following the adoption of the United
Nations Millennium Declaration. All the 189 member states and 23 international
organizations at that time, were made to take bold steps by committing to help achieve
these goals which eventually came to be known as the Millennium Development Goals
(MDGs). A pragmatic approach was therefore evolved and adopted. The United
Nations Millennium Declaration and Monterrey consensus in Mexico in 2002 as a result
made conscious effort to commit industrialized countries to grant more overseas
development assistance (ODA) on the heels that substantial increases in ODA would be
required to push agenda MDGs (UN-DESA, 2003). That notwithstanding, the link
between aid and development have also been so contentious that, there are ongoing
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debate questioning aid effectiveness among disadvantaged economies in the face of
corruption (Forson et al., 2015; Ohler et al., 2012). Although there have been some
progress in meeting the MDGs, challenges still persist that points to a glaring depiction
of disparity among developing economies (UN-MDG, 2013).

One of the key challenges to making head-way in achieving an all-inclusive
development outcome which is human-centered has been the conceptualization of
progress on the basis of a narrow measure using per capita GDP albeit the flaws it
harbors (see Costanza et al., 2009; Smits and Hoekstra, 2011). Yet according to Aidt (2010),
development is supposed to be concerned with sustainable improvements in human
welfare and not spontaneous improvement. Indeed, development is too broad to be gauged
narrowly which may not necessarily be a good measure of such improvements. There is
therefore a general call to direct research questions to a broad-based outcome such as
sustainable development (SD) (Costanza et al., 2009; Sen, 2000, 2001; Smits and Hoekstra,
2011). The emergence of the Sustainable development goals (SDGs) otherwise known as
“Global Goals” resonates this claim by building on the MDGs. The adoption of “agenda
2030 for sustainable development” encapsulates seventeen (17) SDGs to fight inequality
and injustice, end poverty and tackle climate change by 2030 (UNDP, 2016). One of the
existential pillars of the SDGs that warrants further attention in the corruption-
development nexus is the sixteenth (16) goal on peace and justice and strong institutions.
Strong institutions guarantee peace, stability and human rights and thus enhances
governance contingent on the rule of law. In effect, good governance which is the
cherished aspiration of all and sundry reflects reduction in corruption, is an indispensable
conduit for SD.

This paper therefore seeks to propose a conceptual framework on the relationship
between corruption and development. The paper demonstrates how the impact of
corruption on economic development (ED) might vary substantially from SD. Two
implications can be drawn from such comparison. First GDP per capita may be
misleading as opposed to a broad-based measure that encapsulate the dimensions
espoused by the concept and principles of sustainability (Brundtland Commission,
1987; Harris, 2000). Second, GDP fails to account for the sources and damages a
resultant output has on an economy. A higher GDP could possibly imply an
unbalanced social welfare. However, when the impact is inferred from genuine wealth
per capita, the true state of the economy is known. In other words, the compromises
GDP makes in its estimation is accounted for in genuine wealth per capita.
This comparison comes at a time when resource-rich economies are fast depleting
natural endowments without redress in pursuit of the “GDP is good” phenomenon.
The argument and proposition made in this study contributes to the literature of
sustainability and at the same time allay all misconceptions regarding the meaning and
application of SD (see Bamidele, 2013; Claros, 2013; Nwaobi, 2013).

This is a conceptual paper hence the data presented mostly came from secondary
sources that included journal articles, books, working papers, webpages, and reports
from reputable databases. With the intuitive and scholarly judgment of the author,
there is a refinement to the raw data to make sense. The synthesis of the concepts that
emerged proved to be vital in the development of the conceptual framework.

The rest of the paper is organized as follows. The next section takes a quick look at
the concept of development by focussing on two development perspectives. A discussion
on how these have been conceptualized is outlined. Section 3 considers the theories of
development. Section 4 examines the contentious subject of corruption and its sources.
The fifth section provides a simple framework with the logical linkages on the sources of
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corruption and how perceived corruption impacts on the two development outcomes
taking into account the role of mediating factors. A brief discussion and recommendation
for further studies is presented in section 6. The final section concludes the paper.

2. Development: a quick review
The term development is a difficult subject to deal with and has remain contentious
over the past years. This is due to diverse perception held by both development experts
and researchers. In dilating on this subject, the World Bank in one of its seminar
contributions put forward a simple question to demonstrate how contentious the subject
can be – “are you sure you knowwhat ‘development’ reallymeans with respect to different
countries?” and can you determine which countries are more developed and which are
less? (World Bank, 2004). The relevance of these questions can be inferred from priorities
countries set with respect to what constitute their development policies. That
notwithstanding, it is quite easy to say which country is richer, and which are poor
using contemporary indicators. Yet wealth indicators which reflects resource endowments
to society gives no clue on how it is allocated. It is for this reason Myrdal (1974)
authoritatively defined development as “the movement upward of the entire social
system”. Laying more emphasis on the entailment of this social system, he had this to say:

[…] encloses, besides the so-called economic factors, all noneconomic factors, including
consumptions by various group of people; consumption provided collectively; educational and
health facilities and levels; the distribution of power in society; and more generally economic,
social, and political stratification; broadly speaking institutions and attitudes – to which we
must add as an exogenous set of factors induced policy measures applied in order to change
one or several of these endogenous factors (Myrdal, 1974: pp. 729-730).

Myrdal’s definition draws important implications. To begin with, development as a
concept is broad. Second, the term should not only be equated to economic well-being.
In the same vein, it should not be misconstrued as an upward movement in just
noneconomic factors, but rather a collective movement in all spheres of the human
endeavor. In reality, there is disagreement in the application of the term in
contemporary researches. This misunderstanding has indeed given rise to differing
perspectives with mainstream research equating development to economic growth
whiles opponents have called for a broader perspective to the concept. This research
discusses these perspectives in the section that follows.

2.1 Economic growth as a criterion of development
It is a common phenomenon for economists to equate development to economic growth.
That is growth in output is indicated by standard measures like gross national income
(GNI) or gross domestic product (GDP) often expressed on a per capita basis (Ersson
and Lane, 1996). According to Cypher and Dietz (2009), GNI is the “total value of all
income accruing to residents of a country, regardless of sources of that income” – that
is, irrespective of whether such income is derived from sources within or outside the
country. GDP on the other hand is the total value of all income (final output) created
within the borders of a country, regardless of whether the ultimate recipient of that
income resides within or outside the country. Economists often use a nation’s per capita
income as a measure for evaluating the overall level of national development and
welfare including the progress a nation makes over time (Cypher and Dietz, 2009).

However, both GNI and GDP fail to include some new production and income that
adds to the level of well-being of individuals, while at the same time they count some
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production as income that does not contribute to human welfare. For instance, Cypher
and Dietz (2009) argued that output derived from the labor of women and children
including value of home production are omitted from the traditional GNI or GDP
estimates. Yet these productive activities contribute to well-being and to the social
reproduction of the families by putting food on the table.

In addition, not only is GDP not a measure of (current) social welfare, but it also fails
to acknowledge the impact on future welfare, which is central to the ideals of
sustainability. Current notion of SD is driven by the fact that human kind should not
endeavor to create economic and social prosperity at the expense of future generation
(Smits and Hoekstra, 2011). For instance, countries with extensive reserve of natural
resources can maintain high level of GDP by depleting them as fast as possible.
Though, this undoubtedly has a positive effect on the economic activity for the current
generation, but at the detriment of future generation. GDP therefore fails to incorporate
the depletion in resources and the critical limits of our planet (Costanza et al., 2009;
Smits and Hoekstra, 2011).

Concerns on the “threshold effect” of GDP as a measure of progress also holds that
as GDP increases, overall quality of life often increases up to a point. Beyond this point,
increases in GDP are offset by the costs associated with bridging the gap in income
inequality, loss of leisure time, and natural capital depletion (Costanza et al., 2009;
Talberth et al., 2007). Empirical evidence abounds to suggest that beyond a certain
threshold, further increases in material well-being have negative side effects of
lowering community cohesion, healthy relationships, knowledge, wisdom, a sense
of purpose, connection with nature and other dimension of human happiness.
According to Costanza et al. (2009) a strikingly consistent global trend suggests that as
material affluences increases, other critical components of psychic income often decline
amidst rising social vices like alcoholism, suicide, depression, poor health, crime,
divorce and other social pathologies. These shortcomings necessitated for an alternate
measure of human well-being.

2.2 Going beyond GDP: a search for sustainability measure
As the debate on development deepens, the clearer the concept seems to have become.
As a result, awareness is being created on the essence of maintaining development that
is lasting while providing the needs of the present generation without compromising
that of the future. The current discourse has been carved to highlight key elements
espoused by the then connoisseurs (World Commission on Environment and
Development) formal definition on SD as “meeting the needs of the present without
compromising the ability of future generations to meet their own needs” (Brundtland
Commission, 1987, p. 43). Others define the concept more narrowly in relation to the
progress made in an economy. For instance, Aidt (2010) explains that an economy is
said to be on a sustainable trajectory when the inter-temporal social welfare (a measure
of the present discounted value of social welfare attained at each future date) does not
decrease over time along the path chosen by policy makers (see Arrow et al., 2004).
In the seminal contribution of Sen (2000), which sought to focus on the social dimension
of development interprets the phenomenon as “a process of expanding the real
freedoms that people enjoy.” Sen further emphasizes that focussing on human
freedoms contrasts with the narrower views of development such as identifying
development with the growth of GDP, or with the rise in personal income, or with
industrialization, or with social modernization. Development requires the removal of
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major sources of un-freedom: poverty as well as tyranny, poor economic opportunities
as well as systematic social deprivation, neglect of public facilities as well as
intolerance or over-activity of repressive states (Sen, 2000). These attributes have been
corroborated in recent memoirs. For instance, according to a report published by
UNICEF (2013), SD is defined as having “both inter-generational and intra-generational
equity.” The report further posit that SD involves fulfilling collective responsibilities to
ensure safer, cleaner, healthier and more inclusive world for both today’s children, and for
their children. As a result, sustainable human progress will also be determined by the
degree to which the principle of human rights, equality and sustainability are upheld
throughout all efforts of development (UNICEF, 2013; United Nations, 2012, 2013).

Progress on the sustainability perspectives have led to a number of proxies.
These measures according to Costanza et al. (2009) addresses the concern that
GDP emphasizes on quantity which invariably encourages depletion of social and
natural capital and other policies that threatens the quality of life for future generation.
In general, four main level of categorizations can be identified. This study explores
these categorizations.

2.2.1 Indexes that “Correct” GDP. The first of these categories encompass indexes
that address concerns by making “corrections” to existing GDP and System of National
Accounting (SNA). Subservient to the indexes that “correct” GDP are the following:
Index of Sustainable Economic Welfare (ISEW), the Genuine Progress Indicator (GPI),
Green GDPs, and Genuine Wealth Growth per capita (GW). However, because these
measures are based on much of the same economic data as GDP, these measures are
still laden with limitations. Costanza et al. (2009) points out three broad shortcomings of
these measures. To begin with, there is a lack of consensus on how to value items that
are not regularly reported in monetary terms (e.g. volunteer labor or illegal activities).
Second, there are lots of subjectivity in deciding which expenses are beneficial and
should be added to the total and which are detrimental that need to be subtracted
(e.g. junk food and home security systems and lastly the lack of consensus on how to
quantify the costs of depleting natural resources (see Costanza et al., 2009; Cypher and
Dietz, 2009; Smits and Hoekstra, 2011).

The ISEW, which was later revised and renamed the GPI, is a measure that uses
GDP as a foundation. It was first brought to the fore by Daly and Cobb (1989) in
their book For the Common Good as means to measure economic progress by
providing a guide that promotes economic welfare. The ISEW measure is an
extension to the works of Zolotas on the Index of Economic Aspects of Welfare and
Nordhaus and Tobin’s Measure of Economic Wealth. Daly and Cobb wanted an index
that could account for both current environmental issues and long-term sustainable
use of natural ecosystem and resources. In 1995, a group called Redefining
Progress issued a revised version of this index and changed the name to GPI
(Costanza et al., 2009).

The Genuine Savings (GS) measure was developed for the World Bank by Pearce
and Atkinson (1993) and is defined as “the true level of saving in a country after
depreciation of produced capital; investments in human capital (measured by education
expenditures); depletion of minerals, energy, and forests; and damages from local and
global air pollutants are taken into account” (Hamilton and Ruta, 2006). GS measures
the built, natural, and intangible capital that is required for human society to exist and
to thrive. The calculation of GS subtracts amounts for environmental degradation and
resource depletion and adds in amounts for investments in human capital. The GS has
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been calculated for 120 countries. One of the conclusions from the World Bank report
by Hamilton and Ruta (2006) asserts that increasing economic activity by selling off
natural resources actually results in lower welfare in the long run especially for
developing countries (Hamilton et al., 1997). Using this same measure and following the
works of other authors led to what has come to be known as “Genuine wealth per
capita” (GW) or “Genuine Investment” (GI) (see Aidt, 2010; Arrow et al., 2003; Dasgupta
and Maher, 2000). Empirically, this has been used as proxy for SD. Its estimation
follows strict adjustments.

GI is estimated from gross national savings by making four adjustments that reflect
investment or disinvestment in the economy’s productive base. The first adjustment
subtracts an estimate of consumption of fixed capital to factor in depreciation of
finished goods (manufactured capital). The second adjustment introduces an estimate
of investment in human capital using expenditure on education as proxy. The social
cost of environmental pollution is also factored in the adjustment in two different paths.
The first captures the cost of global warming (i.e. carbon dioxide emissions deducted
from national savings with a basic assumption of US$30 per ton) and the second meant
to capture the impact of local environmental degradation. The World Bank subtracts
financially an estimate of the health damages due to pollution from urban population
from gross savings. The last and third adjustment, which is also environmentally
motivated, factors in all sort of depletions (energy, mineral, forest) and have it deducted
from relevant resource rent from net national savings. The rents are estimated as the
market price of the resource minus average extraction cost for the two non-renewable
resources (energy and mineral depletion). Renewable forest resources on the other hand
are estimated as the market price per unit of harvest in excess of the natural
regeneration rate (see Aidt, 2010: p. 13). When population dynamism and the ratios of
depletions suggested are factored in the adjustments (i.e. subtracting the ratio of 0.15
for industrialized economies and 0.2 for less developed economies, and population
growth rates), the resultant measure is the genuine wealth per capita.

2.2.2 Indexes that do not use GDP. The second broad category measures aspects of
well-being directly without depending on GDP. It measures environmental or social
activities, well-being, or changes in environmental, social or human capital.
The Ecological Footprint, Subjective well-being (SWB), and Gross National Happiness
are some of the substantive measures under this category (Costanza et al., 2009).

The SWB evaluates human well-being based on self-reporting by individuals and
groups. The main thrust of this measure is to investigate people’s “satisfaction” in
respect to quality of life or even people’s moods and emotions (Diener and Suh, 1999).
The intent is to measure the extent to which human needs are actually being met.
Because this measure is based on subjective judgments of the survey respondents
rather than on more easily quantifiable inputs of money and material goods, concerns
on its validity have been raised (Costanza et al., 2009), yet according to Costanza and
Fisher (2007), the objective measures such as life expectancy, rates of disease, and GDP
are only proxies for well-being that have been identified through the subjective
judgment of decision-makers; “hence the distinction between objective and subjective
indicators is somehow illusory.” There is also a concern that there are cultural
differences that make it difficult to compare results across different ethnic, gender, age,
religion, and other boundaries. The World Database of Happiness is a compilation of
studies and data related to happiness and satisfaction (see further Anielski, 2012;
Layard, 2011; Veenhoven, 2008).
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2.2.3 Composite Indexes including GDP. According to Smits and Hoekstra (2011), the
third category of measuring progress are embedded in the composite indexes that
combine several different measures into a single number. Exemplar indexes such as
Human Development Index (HDI), Living Planet Index, and Happy Planet Index are the
most commonly used composite measures of well-being (Costanza et al., 2009).

The United Nations Development Program has since the 1990s used the HDI in its
annual Human Development Report. The purpose of the report is to bring to the fore
how well the management of economic growth and human development is actually
improving human well-being across countries. For instance, the inaugural report
defined human development as the “process of enlarging people’s choices in order to
live long and healthy life, to be educated, have access to resources needed for a decent
standard of living etc., and to have political freedom, guaranteed human rights and
personal self-respect.” However, as of that time, the authors acknowledged the
challenges of quantifying some of the components highlighted in the definition (UNDP,
1990). Yet, longevity is measured using life expectancy at birth. The same measure is
used as proxy for other aspects of well-being such as adequate nutrition and good
health. Knowledge is measured using literacy rate and school enrollment, which
mirrors the level of knowledge of the adult population as well as the investment in the
youth. Access to decent standard of living on the other hand is measured using
GDP adjusted to reflect purchasing power parity and the threshold effect using logarithm
of real GDP per capita. The initial coverage using this index was on 14 countries in the
1990s, but as of 2007, 177 countries have been covered (UNDP, 1990, 2007).

2.2.4 Indicator suites. The fourth category is the indicator suites. The first three
indicators discussed so far including GDP, are based on the aggregation of a large
number of variables into a composite index. Costanza et al. (2009) points out that many
of these new measures of progress do not attempt this final aggregation stage, but
simply report indicators separately. The final aggregation step is left to the user. There
are a very large number of these indicator suites in use at a variety of scales from
municipal to national. For instance, the UN Division for SD and other state institutions
like the Statistics Netherlands Division of Macro-Economic Statistics and
Dissemination have listed a wide variety of indicators along with guidelines and
methodologies (see Smits and Hoekstra, 2011; UN-DESA, 2013). The National Income
Satellite Accounts (SNA), the Calvert- Henderson Quality of Life Indicators, the MDGs
and Indicators, the Sustainable Development Indicators, and the Millennium
Ecosystem Assessment (MA) are some of the examples (see further MA, 2005;
Santos-Martin et al., 2013; Yang et al., 2013).

In summary, although there are problems with GDP as a measure of economic
progress, the emerging alternatives highlighted have not also been spared of its own
challenges and criticisms. There are still significant bottlenecks in operationalizing
these new measures. Costanza et al. (2009) categorizes these bottlenecks (criticisms)
into two: data/methodological issues and social/institutional issues. The former deals
with barrier issues concerning data availability and reliability on timely basis
including appropriate scale and scope (see Costanza et al., 1992; Fox, 2008; Parris and
Kates, 2003). The methodology related barriers on the other hand involves
standardization issues and values implied by what is actually measured which is
laden with subjective interpretation (Dietz and Neumayer, 2005; Lawn, 2005;
Neumayer, 1999, 2000). The social and institutional barriers are primarily based on
resistance to change, precisely spearheaded by the “growth is good” syndrome or
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paradigm, lack of leadership, and the power of those with a vested interest in
maintaining the status quo (Costanza et al., 2009). For instance, China in 2004 developed a
methodology to measure Green GDP. The first report came out in 2006 with a finding
that estimated that 20 percent of China’s GDP growth was counterbalanced by depletion
of natural resources and degrading the environment ( Jun, 2007; Liu, 2006). Subsequent
years saw the cancellation of the project in 2007 due to political concerns and in part on
how the results reflected on the performance of specific regions in China.

3. Theories of development
With most countries being assessed on the basis of economic criterion, mainstream
theories have been developed in that direction. Therefore, the growth nexus has received
lot of attention partly due to the cyclical nature of most countries’ growth path, usually
saddled with swings of peaks and troughs. For this reason, the concept of economic
growth and the factors thereof has changed over time. Historically, theories on economic
growth can be divided into a number of major trends, with the emergence of the
discipline in the 1950s and 1960s. This phase was dominated by a structuralist approach
which emphasized on the role of government in economic growth. However, the failure of
government triggered a split into three schools of thought: the neoclassical approach, the
reformist approach and the dependency approach. The 1980s saw the dominance of the
neoclassical strand, which gave much credence to market mechanism.

It should be pointed out that the theories of development are significantly linked to
the spate of corruption through the incentive and disincentive it creates in the buildup
to entrenched corruption. When the economic fundamentals are not favorable, the
incentive to fight corruption would not be there as the means to do so would be
unlikely. The theories presented here spells out the ingredients needed to foster
sustained growth through the effort of strong institutions.

3.1 Neoclassical growth theory
The neoclassical growth theory stands for the seminal contribution to the classical
theory of growth. Robert Solow is credited for his immense contribution to the
neoclassical growth theory, which eventually won him a Nobel Prize in Economics in
1987. Solow’s (1956) growth model is an extension of the Harrod-Domar formulation
with the addition of a second factor-labor with an introduction of a third independent
variable (technology) to the growth equation. Solow stress in his model that “if there
were no technological progress, then the effects of diminishing returns would
eventually cause economic growth to cease” (Cypher and Dietz, 2009). The neoclassical
growth theory is of the view that output growth is a consequence of one or more of
three factors: increases in capital (through savings and investment) and technological
improvement (Todaro and Smith, 2003).

The neoclassical growth theory assumes that the rate of technological progress is
determined by scientific progress that is different and independent of economic forces.
Thus, it points out that economists can take the long-run growth rate as given
exogenously from outside the economic system. That is to say, the long-run growth
potential or rate is determined by an outside force, which may be outside the model.
Howitt (2008) explains that one of the common predictions of the neoclassical growth
model is that, for an economy to converge toward a steady state rate of growth will
greatly depend on the role of technological progress and the growth rate of labor force.
The neoclassical strand is in variants with the power-balance theory being a notable
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subclass of this group. The power-balance theory stresses on international power
balance as an important factor in development, including the terms and patterns of
trade which tend to keep some countries while other countries get richer (Cypher and
Dietz, 2009; Dowling and Valenzuela, 2010).

3.2 Endogenous growth theory
Following the non-satisfactory performance of the neoclassical theory in explaining
long-term growth have led to widespread discontent among development economists.
The empirical research on growth using the neoclassical framework typically found
that a significant portion of the growth rate of a country which was in excess of over
50 percent, could not be accounted for by changes in the use of physical capital and
labor. The left behind eventually came to be known as “Solow residual.” The
endogenous growth theory (also known as “new growth theory” tries to endogenize
technical progress) provides a theoretical framework for analyzing long-run economic
growth that is determined by forces that are internal to the economic system rather
than by forces outside that system (Cypher and Dietz, 2009; Dowling and Valenzuela,
2010; Todaro and Smith, 2003).

In the words of Cypher and Dietz (2009), it was not only the question as to whether
economies could maintain rapid growth rates over the long term that infuriated many
development economists, but there was also the relative slow progress of most
Sub-Saharan economies as well as the somewhat lagging growth of rates in regions like
Latin America among others. The supposedly convergence thesis proposed by the
neoclassical group on the basis of economies with the same fundamentals like rate of
saving or investment was thought to be a vague axiom of policy discussions on
economic growth and development.

The strength of the endogenous growth theory is imbued in the fact that it does not
assume, nor does it find, physical capital accumulation to be dominant factor in
spurring economic growth or in explaining differences in income levels among nations
(Cypher and Dietz, 2009). In addition, it also jettisoned the assumption of diminishing
returns for at least some of the inputs of production. With this, there is the chance for
nations to effectively turn their short run production into a dynamic, constantly
evolving relationship, as opposed to being “fixed-in-time” functions where given
quantities of physical inputs imposes a constraint on how much can be produced and
on income levels. Interestingly, the rate of growth per capita income is not constrained
by exogenous technological change but is internally, that is, endogenously, determined
forces specific to each economy (Cypher and Dietz, 2009).

Cypher and Dietz (2009), further point out that in endogenous growth models, there
is the possibility that countries will continue to grow quickly for long periods, even
when they have already achieved relatively high incomes. Rapid growth rates can be
sustained without an increase in the rate of saving or investment, something which is
impossible in the neoclassical model. In most endogenous growth models, the rate of
accumulation, initial stock of human capital as well as “research” capital (creation of
knowledge) are key to the production contribution to growth (Azariadis et al., 2012;
Laincz and Peretto, 2006; Maré, 2004; Takao, 2013).

3.3 New institutional theory
The new institutional theory builds on the weaknesses of existing economic theories.
As inferred from the explanation of North (1993) that contrary to many attempts to
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replace the neoclassical theory, “the new institutional economics builds on, modifies
and extends the neoclassical theory to permit it to come to grips and deal with an entire
range of issues heretofore beyond its ken.” However, it abandons the suppose
assumption of instrumental rationality and retains the fundamental assumption of
scarcity. He continues to support this assertion by highlighting on the limitations of the
old institutional framework by emphasizing that instrumental rationality has taking
over the course of the world. Human beings are cognitively limited which imposes a
constraint on human interaction in order to structure exchange. In sum, with human
cognitive limits, there is yet a breakthrough in cognitive science. To him and others,
the new additions are embedded in the inter-generational transfer of values, knowledge,
and norms which vary radically among different ethnic groups and societies (Forson
et al., 2013; North, 1993). Additionally, “it recognizes high incidence of market
imperfections in the economy, especially in the early stages of development”
(Yanagihara, 1997). This recognition leads to its adoption of market enhancing-
government policy aimed at facilitating the private sector’s capacity to overcome
coordination problems and other market imperfections. Another key point that
distinguishes the new institutional theory from the neoclassical one is its treatment of
the firm as an organization with internal coordination mechanisms. In this way, the
new institutional theory allows one to draw on the connection among the ingredients of
each economic agent to its behavior.

Nabli and Nugent (1989) explicated on the new institutional theory and maintained
that its main goal is to overcome the limitations of conventional neoclassical theory in
economics. According to the neoclassical perspective, considerable attention has been
paid to four main types of constraint: individual preferences, technological
opportunities, physical and human capital endowments together with market
opportunities. Most analyses take the institutional inputs for granted with some
even disregarding its essence by omitting it. It is without doubt the analyses of
non-economists are rich and laden with much descriptive details with touching
insights. However, critics have it that “they tend to be relatively light in their ability to
provide either reliable generalizations or a sound logical basis for policy choices”
(Nabli and Nugent, 1989).

4. Corruption: definition and manifestation
One of the challenges of combating corruption is the struggle with defining it. Finding a
more acceptable definition for corruption has been a tall order to overcome (Foster et al.,
2012; Heinrich and Hodess, 2012). This is partly because, without an internationally
agreed definition, operationalizing anti-corruption strategies is problematic.
Meanwhile, one of the ways corruption may be differentiated is by discussing it
within the enclave of public and private corruption. In the public domain, corruption
could occur when a member of the tax-paying public is given poor service or ask to pay
a bribe by one engaged in public service, which may either be a judge, a policeman, a
civil servant etc. On the contrast, private corruption occurs when public company
managers, whose duty is to safeguard the interests of shareholders, engage in side
deals or even make decision that benefits them as an individual as oppose to the
company as a whole (Pellegrini, 2011; Yan, 2009). Yan (2009) further posits that
corporate corruption general takes two forms: engaging in bribe-making, thus acting as
a supplier of bribes and the violations of ethical and professional standards with the
intent to deceive and defraud investors.

308

WJEMSD
12,4



Thus, all definitions of corruption include political corruption. Common phrases like
“government for sale” have been used in several instances to describe corruption where
government property or services are privatized (Eicher, 2009; Schleifer and Vishny,
1993). Other literature commonly define corruption as the “abuse of public power for
private benefit” (Amundsen, 2000; Gerring and Thacker, 2004; Jonston, 2005; Kurer,
2005). Meanwhile, the World Bank and the International Monetary Fund (IMF) on the
other hand define corruption in a slightly different manner as “the use of public office
for private gain” (IMF, 1997; World Bank, 2013).

A more formal definition has been mainstreamed by Transparency International (TI).
It defines corruption as “the abuse of entrusted power for private gain. Corruption
hurts everyone whose life, livelihood or happiness depends on the integrity of people in a
position of authority” (Hardoon and Heinrich, 2013). When corruption is understood this
way, it allows one to look at abuses of power rather than which type of actors are engaged
in corrupt behavior (Yan, 2009). There is also an attempt to make it more uniform and
applicable in all facets of human endeavors. On the basis of this, TI further describes
corruption under sixteen (16) dimensions: access to information, international convention,
health, education, intergovernmental bodies, defense and security, oil and gas, forestry,
climate change, sport, whistle-blowing, water, humanitarian assistance, private sector,
politics and government, and poverty and development (Hardoon and Heinrich, 2013).
More elaboration have emerged due to international and transnational dynamism of
corruption and its implication to SD in recent times. As a consequence, issues such as tax
evasion and tax haven, transnational organized crimes such as money laundering, arms
smuggling among others and corruption in sports have all emerged (Sanders, 2016;
Transparency International, 2016; Unger, 2016).

4.1 Theories on the sources of corruption
Theories on the sources of corruption are in manifold and have widely been used based
on economic and socio-cultural principles. Yet with the increasing importance attached
to understanding the sources, others have contributed in extending these factors in
both inductive and deductive studies. For instance, Dimant (2014) categorizes the
sources of corruption into economic and social factors. Other instrumental writers such
as Wang (2005) in an attempt to diagnose the causes of corruption in China used two
terminologies – “social structural system” and “social cultural character.”Though these
categorizations are commendable, this research believes such delineations fails to
acknowledge the impact of anti-corruption policies on corruption which are
subjectively inclined. These policies by extension shape social behavior.

Moreover, it is important to note that social behavior are the antecedents of existing set
of rules. Rules according to North (1990) originates from institutions. Put formally,
institution is generally understood as a representation of regularity in social behavior
agreed by members of a society, which specifies behavior in specific recurrent situations,
and is either self-policed by some external authority (Schotter, 1981). By extension,
institution affects human activities by defining what they can do or interact with each
other. Based on this rationalization, the study classifies some of the determinants under
the so-called social factors within the institutional perspectives. This allows the study to
group the theories of corruption under three perspectives – historical roots, contemporary
causes and institutional causes.

The historical connection primarily focusses on current administrative and political
landscape that were inherited through colonization. It key tenets includes legal codes,
judicial system, religious sects, and ethno-linguistic fractionalization.
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The second source known as contemporary causes provides more entrance for
anti-corruption policy. Sources often discussed includes income levels of countries, the
level of education, urbanization, access to media, resource abundance, trade monopoly,
size of government, foreign aid inflows, and contemporary democracy.

The third source of corruption is categorized under the institutional perspective.
It focusses on set of rules that shape human behavior and interaction. Its primary point
of emphases is on political turnover, bureaucrats wage levels, and the quality of
institutions that has to do with rule of law, government effectiveness, bureaucratic
quality, property right protection, regulatory quality.

4.2 Corruption – development perspectives
4.2.1 Sand vs Grease. Since 1987 when the official definition of SD became known as
meeting the needs of the present without compromising the ability of future
generations to meet their own needs (Brundtland Commission, 1987), it has suffered
from operational challenges due to variation in living standards across countries.
Consequentially, research activities have increasingly been tied to ED rather than SD,
thus allowing considerable number of research publications brought out on the former.
Early proponents of this relationship such as Leff (1964) and others controversially
posits that where the institutional framework is not appropriate, especially where there
is bureaucratic restrictions, corruption facilitates trade that would not have occurred
without it (Saha and Mallik 2012). Various researchers have responded to this
assumption, with both theoretical and empirical studies. Mauro (1995) was among the
early scholars who was able to demonstrate the existence of significant negative
correlation between corruption and private investment; with a consequential result that
suggested that corruption reduces economic growth. This created a fertile ground for
other researchers to wade into the debate which has given rise to divisions between
supporters of the positive effect of corruption on ED on one side, who apparently came
to be known as the “grease-in-the-wheel” strand, and proponents of the negative effect,
also known as the “sand-in-the-wheel” strand.

Thus the sympathizers of these perspectives document extensive relationship
between corruption and economic growth but with divergent views. Some researchers
argue that corruption may serve to ensure that projects are awarded to the most
efficient firms, who may cut their way through bribe payment (Bardhan, 1997).
Yet competing arguments point out that existing practice in more corrupt societies tend
to encourage the most able to engage in rent-seeking activities. There is therefore an
assumption that the most successful in rent-seeking in the society are the beneficiaries
of corrupt practices, and not the most economically efficient. The reallocation of talents
from productive to rent-seeking activities is seen to impact negatively on economic
growth. Other literature further documents that corruption reduces both investment
and growth (Murphy et al., 1993). Furthermore, Romer (1994) suggested that corruption,
by imposing a tax on ex-post profits may in general reduce the flow of new goods and
technology, particularly in a situation where an initial fixed cost investment is a
prerequisite. In other words, there is a general assumption that suggests that
corruption poses as an uncertainty in itself which ultimately serve to reduce investment
flows. Mo (2001) in his seminal paper shares this analogy and concludes that corruption
reduces the level of human and private investment. Corruption could be a barrier to
investors, with less investment leading to slower economic growth. Likewise, a high
level of corruption negatively affects foreign direct investment. In other circles,
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corruption could introduce an element of competition for government resources, and
such competition could lead to government services being offered more efficiently
(Wang and You, 2012).

When we consider the impact of corruption directly on SD, there are few studies to
that effect. For instance, Venard (2013), using genuine wealth growth per capita as a
proxy of SD concludes that corruption has a negative effect on SD, but was quick to
also point out that such a negative effect was well understood when institutional
variables such as democracy and governance was used as control variables. Similar
finding has been reported by Aidt (2010) in which a negative correlation was found
between a range of wider corruption indices and growth in genuine wealth per capita.
In investigating the relationship between corruption, resource curse and GS, Dietz
et al. (2007) points out that institutional quality depresses growth. When genuine and gross
saving is regressed on three indicators of institutional quality (rule of law, bureaucratic
quality and corruption), the finding reported suggest that reducing corruption has a
positive impact on genuine saving in interaction with resource abundance.

5. A simple framework of corruption and development outcomes
The focus of this section is to develop a simple conceptual framework on the corruption –
development connection. This framework may be used as a guide by academicians and
practitioners in understanding the mechanisms through which corruption evolves and
affects ED and SD. It also elucidate how this impact may differ depending on how
development is conceptualized and applied on the field of development studies.
Note should be taken of the fact that a conceptual framework is a representation of an
abstract idea. According to Chinn and Kramer (1999), a framework can be seen as a
complex mental formulation of experience. They further elucidate by distinguishing it
from a theoretical framework. They assert that, while theoretical framework is the theory
on which the study is based, the conceptual framework deals with the operationalization
of the theory. In other words, it represents the position of the researcher on the problem at
hand and at the same time gives direction to the study. It may be entirely new, or an
adoption of, or adaptation of, a model used in previous research withmodification to fit the
context of the inquiry (Chinn and Kramer, 1999).

The framework developed in this study has three parts: the sources of corruption,
perceived corruption and development outcomes. The in-depth literature survey on
corruption and development provides the necessary ingredients for the construction of
the framework. First, the extant literature shows that corruption originates from three
main sources – historical roots, contemporary causes and institutional causes.

The second component of the framework deals with the question of “what” is
corruption. From the literature it was established that one of the key challenges to
combating corruption is understanding what it is from the perspective of an
internationally agreed definition (Eicher, 2009; Foster et al., 2012; Heinrich and Hodess,
2012). The TI index helps in overcoming this challenge by providing a proxy that
captures perceived corruption. In the literature, there are evidence to suggest
corruption thrives in a dysfunctional institutional environment and thus governance
plays a key mediating role to the spate of corruption.

The third component of the framework is development outcomes. Part of the
component is adopted from the growth literature (Cypher and Dietz, 2009) on the use of
GDP per capita as a measure of ED. The other part is from the comprehensive review on
the emerging measures of sustainability by Costanza et al. (2009). Genuine wealth per
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capita is an offshoot of the first category and is used as a measure of SD (see Figure 1).
A distinctive feature of this framework is that it brings to the fore the strengths
and shortcomings of each development outcome for policy makers to decide
which of the outcomes of well-being should be given priority in the pursuit of a
particular trajectory.

It can be observed from Figure 1, that corruption originates from three main sources.
The implication here is that the historical background of a country could significantly
have a telling effect on current state of corruption. For instance, Glaeser and Shleifer
(2002) documents that historical antecedents largely traces the effort of property
owners to limit the discretionary power of the monarch as the origin of common law or
legal codes. La Porta et al. (1999) suggests that the actions of independent judicial
system in countries that adopted the British legal code will be conducive to better
governance with lower levels of corruption than those of the French origin. British
civil structure is premised on procedural aspects of the law which enhances the
capability of subordinates and judges to challenge hierarchies in order to enforce
the law (Treisman, 2000). Mauro (1995) pointed out that a more ethnically fractionalized
country tend to be more corrupt.

The contemporary causes more or less measures the effectiveness of anti-corruption
policies. The fight against corruption is helped by the reduction of non-generic state
regulation and that corruption would be associated to the size of government activities
(Acemoglu and Verdier, 2000; Chaufen and Guzman, 1999; Kotera et al., 2012).
Monopoly or restriction on import creates opportunities for corruption by limiting the
ability of citizens to choose from other goods and services (Vian, 2008). Corruption is
associated to the size of government activities (Acemoglu and Verdier, 2000). Other
theories also suggest at the higher income levels or additional income obtained through
legitimate means, corrupt practices could be less tempting because of decreasing
marginal utility of income (Forson and Opoku, 2014; Schulze and Frank, 2003).
According to Alesina and Dollar (2000), foreign aid inflow is weakly correlated with the
development of beneficiary countries, but is strongly related to other elements such
as cultural and historical proximity between donor and recipient countries. The level of
education attainment significantly affects the state of corruption (Asongu, 2015;
Kaffenberger, 2012).

The institutional perspective posits that in stable administrations, politicians and
bureaucrats face less chances of dismissal and have more opportunity for long-run
advancement in their careers (Treisman, 2000). Corruption scandals freely enquired and

Historical 
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Institutional 
Causes 

Perceived 
Corruption 

• Economic Development 
• Sustainable Development 

Moderating Variables 
• Institutional quality 
• Growth Related variables 

Note: Sources of Corruption

Figure 1.
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exposed by the mass media act as a deterrent for bureaucrats and politician to engage in
corrupt practices (Camaj, 2013; Färdigh, 2012). Based on this discussion, I propose that:

H1. There is significant and positive relationship between the sources of corruption
(historical, contemporary and institutional) and the state of corruption.

The second component of the framework is the perceived level of corruption. What the
framework sought to articulate here is that, the level of corruption (perceived or
experienced) is a representation of institutional inefficiencies. The implication here is
that institutional quality and the state of an economy plays a mediating role in defining
human interaction and behavior (North, 1990; Schotter, 1981). With this in mind,
I propose that:

H2. The spate of corruption and development is contingent on existing institutions
and the state of the economy.

The third component of the framework focusses on the link between corruption and the
two development outcomes. The following implications can be drawn here.
First, corruption comes at a cost irrespective of the source. ED does not necessarily
take into account this cost component as it primarily pride itself with the gains
measured in per capita income. There are several empirical evidences that supports this
assertion. Meanwhile, it should be noted that until Ugur’s (2014) comprehensive
meta-analysis on this linkage, it was thought the corruption-development relationship
have always supported the notion of promoting economic growth (Leff, 1964;
Wang and You, 2012). Bardhan (1997) and Saha and Mallik (2012) collectively
elucidates that corruption facilitates trade and enhances efficiency that would not have
occurred without it. Similar assertion is made by Aghion et al. (2016) who demonstrate
in their endogenous growth model that political corruption governs the efficiency with
which tax revenues are translated into infrastructure. Based on these analogy,
I propose that:

H3. There is significant positive relationship between corruption and ED.

Contrasting this view with SD, the compromises such as environmental damages,
pollution, the social cost of corruption among others are estimated and deducted from
the wealth acquired to indicate the true state of investment or disinvestment in an
economy (see Arrow et al., 2003; Hamilton and Clemens, 1999; Hamilton et al., 1997;
Hamilton, 1999). However there are dearth studies on the corruption-sustainability
dichotomy. For instance, Aidt (2010) and Venard (2013) using genuine wealth per capita
as a measure of sustainability finds a negative relationship between corruption and SD.
Dietz et al. (2007) corroborates this claim by emphasizing that corruption depresses
sustainable growth. I therefore propose that:

H4. There is significant negative relationship between corruption and SD.

The proposed framework shows that the level of corruption in an economy is
contingent on the progress made by the economy which determines the quality of
institutions. It also argues the impact of corruption on development can substantially
vary depending on how it is conceptualized.

6. Discussion and recommendation
The central goal of policy makers across the globe is to deal with poverty, inequality
and deprivation among disadvantaged economies. To be able to do that, one has to
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have a better grasp of what leads to these challenges. A cursory look at existing
literature points to a number of factors that includes corruption. But variations in
cultural values makes formalization of what corruption exactly is challenging
(Bardhan, 1997; Eicher, 2009) until the emergence of TI definition. Dealing with
corruption equally means understanding where it originates. Note should be taken that
corruption cuts across all dimensions of the human endeavor. In the same way, its
impact on development can be contentious as the subject itself. Yet inferring from the
corruption – development literature, one is made to believe at certain point, corruption
greases the wheels of development whiles at another point is damaging. Corruption
might seem to be a necessary evil. Therefore it requires a much deeper thinking to
assess how it impacts on development. This is what the framework in this paper seeks
to articulate. This paper has contributed in the conceptualization of corruption and
development and will enhance theory, research and practice on the field of development
studies and allied areas.

As noted by Myrdal, development is broad and thus requires a much broader
intervention to deal with it. Such intervention must meet the demands of the entire
social system thesis advanced in his definition (see Myrdal 1974).

From this framework, several areas of research can be pursued to benefit research
and practice on the corruption – development nexus. To begin with, it is suggested
future research will have to determine empirical support for this simple framework.
The contentious nature of the subjects of corruption and development implies more
research is needed to deepen understanding regardless of what already exist.
Moreover, there are dearth studies on the sustainability strand of development.
It is also observed most of the studies on corruption and development have mainly been
done in the advanced world due to data challenges. It is therefore suggested that,
research be conducted on developing countries especially at the micro level to shed
more light on country-level experience. The framework in this paper is also applicable
to emerging international and transnational dynamism of corruption in which areas
such as tax evasion and tax havens, transnational organized crimes (e.g. money
laundering, arms smuggling, human trafficking and forced labor etc.), and corruption
in sports have emerged. It is also observed corruption is difficult to objectively
measure. Critics argue the use of perception does not really help, hence the need to come
out with measure based on experience either at the micro or macro level to augment
existing ones. For this framework to be tested, future studies should try as much as
possible to come out with valid and reliable measurements.

7. Conclusion
This paper fundamentally proposes a conceptual framework on the relationship
between corruption and development. The paper demonstrates how the impact of
corruption on ED might vary substantially from SD. The paper discusses the
challenges with measuring development on economic dimension as opposed to a
broad-based approach that entails the dimensions and principles espoused by the
concept of sustainability. It further suggest GDP fails to account for the sources and
damages a resultant output has on an economy. A higher GDP could possibly imply an
unbalanced social welfare. However, when the impact is inferred from genuine wealth
per capita (sustainability), the true state of the economy is known. In other words, the
compromises GDP makes in its estimation is accounted for in genuine wealth per
capita. This comparison comes at a time when resource-rich economies are fast
depleting natural endowments without redress in pursuit of the “GDP is good”
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phenomenon. The argument and proposition made in this study contributes to the
literature of sustainability and at the same time allay all misconceptions regarding the
meaning and application of SD. A conscious attempt is hereby made to strike a
comparison between the concept of ED and SD.

The paper also discusses corruption and identifies three broad areas where
corruption originates. On the corruption-development connection, two strand of
literature becomes the focal point (i.e. grease vs sand). The concepts in this study are
driven by theories of development. These strand of literature are used as basis for the
development of the conceptual framework. The framework shows that the spate of
corruption is contingent on existing institution and previous gains in development
trajectory. It also suggest corruption has a negative relationship with sustainability,
whiles on economic well-being, the impact might be positive. The hypothesized relation
is possible as corruption comes at a cost irrespective of the source and how it is
rationalized. Its effects on economic growth may not necessarily take into account this
cost component as it primarily pride itself with gains that are spontaneous (Aghion
et al., 2016; Bardhan, 1997; Saha and Mallik, 2012; Wang and You, 2012). Contrasting
this view with SD, the compromises such as environmental damages, pollution, the
social cost of corruption among others are incorporated and thus the consequence of
corruption on sustainability could be negative (Aidt, 2010; Dietz et al., 2007; Venard,
2013). The paper concludes by reechoing the need to adopt a broad-based approach to
the conceptualization of well-being. This paper believes such an approach will be more
efficient in directing policy interventions to desirable outcomes whiles mitigating the
negative externalities associated with the former approach of development.
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