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Abstract

How do European Union (EU) fiscal allocations affect the electoral performance of corrupt incumbent
governments? While existing research links EU funds to governance quality and corruption, less is
known about how these resources interact with domestic political incentives to shape electoral
outcomes. This article advances a theory of corruption compensation, arguing that EU transfers provide
politically vulnerable incumbents with discretionary resources that can be redirected to consolidate
electoral support. Using data on EU fiscal allocations and electoral outcomes in twenty-six member
states between 2000 and 2015, the analysis shows that higher levels of EU funding are associated with
larger electoral margins for governing parties in countries with high executive corruption. These
effects are absent in less corrupt contexts. The findings suggest that, under weak domestic
accountability and limited enforcement, EU fiscal instruments unintentionally reinforce illiberal
governance and weaken the regulatory objectives of cohesion policy. The article highlights the need
to integrate political risk considerations more systematically into the design and implementation of
EU spending conditionality.
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I. Introduction

The European Union (EU) spends nearly 94% of its yearly budget on fiscal allocations to
Member States (MS). The funds – which in the case of EU’s less developed states comprise
nearly 80% of their public investment – aim to boost regional development and narrow the
wealth disparities between the EU countries. The underlying expectation is that by
stimulating socioeconomic outcomes, EU allocations will advance recipient states’
institutional effectiveness, reinforce EU values, and enhance democratic performance
across Europe.

In practice, however, policy makers and constituents have increasingly linked the EU’s
fiscal transfers to political corruption and institutional malperformance in recipient
states – practices that, contrary to the funds’ intent, undermine democratic effectiveness
and jeopardise the EU’s democratic consolidation. In 2008, the European Commission (EC)
responded to new MS’ high-level corruption and improper administration of European
funds by freezing nearly 500 million euros in farming and structural aid to Bulgaria and 28
million euros in agricultural aid to Romania.1 Similarly, in 2012, the EC withheld 3.5 billion
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euros from Romania’s funding in response to irregularities in managing the human
resources development sector.2 The misuse of funds extends to the EU’s developed
members as well. In 2008, Brussels addressed violations of the Common Agricultural Policy
(CAP) rules by Italy, Greece and the UK by recalling 400 million euros.3 France, Germany
and the Netherlands were also implicated in the recall.4

Citizens and policy makers in recipient countries have also voiced concerns about the
misappropriation of EU funds. Anti-corruption protesters in Bulgaria, Poland and Romania
question the proper use of fiscal inflows and support EU policies that ensure public service
delivery and governance systems that fight corruption and the misallocation of public
funds.5 Concerns voiced by policy makers, opposition actors and citizens across Central
and Eastern Europe suggest that EU fiscal transfers unintentionally reinforce corruption
by expanding the discretionary resources available to political elites. This raises the
question of how EU funds allocated to MS exhibiting varying degrees of corruption shape
domestic politics and incumbent parties’ governing outcomes. Despite an established
linkage between inefficient uses of EU funds and political corruption in recipient MS,6 we
know surprisingly little about how allocations to corrupt states affect domestic party
politics and the political longevity of recipient states’ governing parties. While the
development aid literature has devoted systematic due diligence and extended critical
findings regarding the effect of foreign and development aid on the quality of developing
states’ institutions, caution is needed when seeking to generalise these findings to EU
countries – especially, given the variation in context and funding magnitudes between the
world’s developing countries and EU states.

Systematic assessment of the impact of EU’s allocating policies on recipient states’
political corruption and domestic party politics is relevant for democratic theory and
distributive policy. By examining whether and how EU funds are used by MS for personal
and political rather than economic purposes, these findings advance our understanding of
the efficiency of EU distributive policies and shed light on the factors underlying the rise of
illiberal politics within the EU.7 Hence, understanding this relationship helps explain the
variation in the degree of effectiveness that EU fiscal policies have garnered in promoting
EU democratic values and economic coherence across the organisation’s geopoliti-
cal space.

In this paper, I analyse whether EU transfers to MS deliver an electoral advantage to
recipient countries’ governments, conditional on their degree of executive corruption.

I argue that greater EU allocations increase the likelihood of misallocation by corrupt
recipient governments. Given their corruption tendencies, incumbents are more likely to
expect electoral backlash, particularly in the presence of robust opposition.8 Under these
conditions, governments have greater incentives to engage in corruption compensation
strategies – measures that allow corrupt incumbents to divert EU resources toward
policies that appease their political networks and electoral bases (Shehaj 2020).9

2 The Economist, 5 June 2012.
3 Common Agricultural Policy.
4 Global Studies Initiative, fn 1.
5 M Bauhr and N Charron, “The EU as a Savior and a Saint? Corruption and Public Support for Redistribution”

(2019) Journal of European Public Policy 27(4), 509–27. <https://doi.org/10.1080/13501763.2019.1578816>.
6 M Fazekas and IJ Tóth, “Corruption in EU Funds?: Europe-Wide Evidence of the Corruption Effect of EU-

Funded Public Contracting” in EU Cohesion Policy (Routledge 2017) pp. 186–205.
7 RD Kelemen, “The European Union’s Authoritarian Equilibrium” (2020) 27(3) Journal of European Public

Policy 481–99.
8 A Grzymala-Busse. Rebuilding Leviathan: Party Competition and State Exploitation in Post-Communist

Democracies˝ (Cambridge University Press 2007).
9 A Shehaj, “Prejudice and Price: Corruption and Distributive Politics” In: Working paper 44, CES Open Forum

Series (2020).
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Consequently, rather than promoting balanced development and democratic values within
the EU, greater funds to corrupt EU states boost corrupt incumbents’ competitive
advantage over the opposition.

Examining data on EU allocations from 2000 to 2015, I empirically test my theory that
incumbents in states with higher executive corruption gain a greater electoral boost than
do their counterparts in less corrupt members. The results support my theoretical
expectation that corrupt governments divert EU funds toward policies that increase
electoral payoffs. Taking into account recipient states’ political corruption, this study
contributes a theoretical and empirical understanding of how EU funds impact recipient
MS’ internal electoral politics.

The article proceeds in the following manner. First, I assess the link between fiscal
allocations, corruption, and governance from the perspectives of the development and
Europeanisation literatures. I then discuss how the EU’s fiscal distributions serve as a
corruption compensation mechanism for advancing governing parties’ competitive
advantage. The third section presents an overview of the EU’s budget composition, while
the following examines the case of Poland to illustrate the study’s theoretical expectations.
Next, I examine data on EU fiscal allocations over the period of 2000 to 2015 and find that
fiscal transfers to EU MS are correlated with higher electoral margins for incumbent
parties in corrupt states. The study concludes with the political implications of the EU’s
distributive politics and the significance of these findings for both democratic theory and
distributive policy.

II. Distributive politics, corruption and governance

In the development literature, much research examines foreign aid and its link to target
countries’ corruption, institutions and governance in Africa, Asia, or Latin America.
Despite the different contexts, the dynamics that characterise the aid allocation process
and the findings extended by the aid literature offer insight into the mechanisms whereby
EU fiscal transfers impact patterns of political corruption and the domestic politics of
recipient states. One hypothesis is that recipient states’ institutional performance and
governance effectiveness shift in ways that optimize continuous flows of aid from donor
states. The literature’s findings in terms of the direction of this shift, however, are mixed.
While some works find no empirical support for the impact of aid on democracy,10 others
find that aid inflows can serve as resource rents11,12 that deteriorate the quality of target
countries’ domestic institutions, rights and democratic governance.13,14,15,16

10 S Knack, “Does Foreign Aid Promote Democracy?” (2004) 48(1) International Studies Quarterly 251–66.
11 BB De Mesquita et al. The Logic of Political Survival (MIT Press, 2005).
12 KM Morrison, “Natural Resources, Aid, and Democratization: A Best-Case Scenario” (2007) 131(3–4) Public

Choice 365–86.
13 A Alesina and D Dollar, “Who gives Foreign Aid to Whom and Why?” (2000) 5(1) Journal of Economic Growth

33–63.
14 A Dreher et al, “The Costs of Favoritism: Is Politically Driven Aid Less Effective?” (2013) 62(1) Economic

Development and Cultural Change 157–91.
15 BB de Mesquita and A Smith, “Aid: Blame it all on “Easy Money” (2013) 57(3) Journal of Conflict Resolution

524–37.
16 The hypothesised mechanism is that similar to natural resources, aid offers a substitute for the domestic

revenue collection typically associated with enhanced institutional performance (M Moore, “Revenues, State
Formation, and the Quality of Governance in developing Countries” (2004) 25(3) International Political Science
Review 297–319). By decreasing target states’ dependence on internal revenues, aid diminishes political
accountability, increases political corruption (DA Brautigam and S Knack, “Foreign Aid, Institutions, and
Governance in Sub-Saharan Africa” (2004) 52(2) Economic Development and Cultural Change 255–85), weakens
incentives for collective action (D Booth, “Aid, Institutions and Governance: What Have we Learned?” (2011) 29
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This general lack of consensus on a relationship between transfers, political corruption
and democratic outcomes is echoed in the Europeanisation literature. Existing works
focus primarily on the EU’s role in establishing practices and procedures17 that
helped revamp the economic and institutional structures of the region’s less developed
states,18 particularly in the post-Cold War period.19,20 One branch of the literature finds
that under effective conditionality, monitoring mechanisms and credible threats of
fund withdrawal by the EU,21 the EU’s fiscal allocations shape the utility and policy
choices of domestic elites in ways that promote institutional efficiency, human rights,
democratic norms and economic growth across the region.22 Extrapolating from the
aid literature, this effect is likely to increase in the presence of effective rule of law
policies and macroeconomic measures, including the level of trade openness, inflation
and trade regulations that also reinforce recipient countries’ economic development.23

Hence, when faced with credible threats of fund withdrawal from the EU, recipient
countries’ elites are constrained in their ability to utilise EU funds for personal and
political gain.

At the same time, research on the quality of government and citizens’ attitudes toward
EU cohesion policy finds that where domestic institutions are perceived as corrupt,
citizens prefer EU control over funds, even though corruption in EU-funded public
contracting remains high in low-quality-of-government regions.24,25 Recent works further
show that conditionality has itself become fiscally and managerially driven. The budget,
cohesion policy, and recovery spending are currently deployed as part of the EU’s rule-of-
law protection toolbox, with access to resources tied to meeting governance and judicial
milestones.26,27,28 By linking fiscal disbursements and long-term budgetary support to
these benchmarks, the European Commission signals that compliance with the rule of law
is a precondition for drawing on European funds and resources.

Other works have examined the impact of EU funds on governance and patterns of
political corruption in target states, particularly those of the ECE region.29 Focusing on the
type of investment sponsored by the funds and the degree of public discretion over said

Development Policy Review s5–s26), and ultimately devitalises target states’ domestic institutions (Moss,
Pettersson Gelander and Van de Walle 2006).

17 J Meyer-Sahling, “The Durability of –EU˝ Civil Service Policy in –Central and Eastern Europe˝ after Accession”
(2011) 24(2) Governance 231–60.

18 RA Epstein and U Sedelmeier. International Influence beyond Conditionality: Postcommunist Europe after EU
Enlargement (Routledge, 2013).

19 SB Bermeo, “Aid is Not Oil: Donor Utility, Heterogeneous Aid, and the Aid-Democratization Relationship”
(2016) 70(1) International Organization 1–32.

20 T Dunning, “Conditioning the Effects of Aid: Cold War˝ Politics, Donor Credibility, and Democracy in Africa”
(2004) 58(2) International Organization 409–23.

21 Epstein and Sedelmeier (n 17).
22 A Carnegie and N Marinov, “Foreign Aid, Human Rights, and Democracy Promotion: Evidence from a Natural

Experiment” (2017) 61(3) American Journal of Political Science 671–83.
23 R Quazi, A Alam, and S Tandon, “Impact of foreign aid on corruption: An econometric case study of South Asia

and East Asia˝” (2015) 9(4) Global Journal of Business Research 17–30.
24 M Bauhr and N Charron, “The EU as a Savior and a Saint? Corruption and Public Support for Redistribution”

(2019b) Journal of European Public Policy 1–19.
25 M Bauhr and N Charron, “Why Support International Redistribution? Corruption and Public Support for Aid

in the Eurozone” (2018) European Union Politics.
26 R Coman, “Rule-of-Law Protection and the Politics of Conditionality in the European Union” (2024) European

Journal of Risk Regulation.
27 L Fromont and A Van Waeyenberge, “The European Semester as a Governance Mechanism for Rule of Law

Risks in the EU” (2025) European Journal of Risk Regulation 1–10.
28 R Mavrouli, “Management and Enforcement Theories for Compliance with the Rule of Law” (2024) European

Journal of Risk Regulation 1–19.
29 Fazekas and Tóth (n 6).
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investment, scholars find that when EU allocations are invested in projects over which
domestic actors and the public have high discretionary power, the likelihood of political
corruption and ineffective governance in recipient states increases.30,31 As the aid
literature points out in other regions of the world, these tendencies are stronger in
recipient states with a history of poor governance32 and ineffective institutions that
further exacerbate the misallocation of external funds.33,34,35 Under these conditions,
rather than promoting regional growth and economic convergence within the region, EU
funds provide a resource pool utilised by actors and political elites to extract rents and
promote their personal and political interests.36,37 As a consequence, misallocating
tendencies threaten the EU’s economic and democratic norms by impinging on the
recipient states’ political culture and, as observed in the developing, post-socialist states of
Hungary and Romania, reaching the highest strata of political leadership.38 Emergency-
style governance in parts of the ECE region has concentrated power, weakened
parliaments, and opened space for non-transparent uses of public resources, and similar
dynamics across the Visegrád countries indicate a regional pattern that European Union
instruments have not fully constrained. Read together with work on protecting the rule of
law through spending conditionality, this shows that funds can still be disbursed even
where courts, media or anti-corruption bodies remain only partly reformed, creating a
structural vulnerability for post-communist MS that depend heavily on European
structural and investment funds.39,40

While current findings advance our understanding of the relationship between EU
funds and corruption, the range of analysis is limited to the impact of fiscal transfers on
corruption and does not engage with the question of how EU funds interact with recipient
states’ corruption tendencies to shape party dynamics and the political survival of
incumbent parties. Specifically, how does fund allocation to EU member states – taking
into account the countries’ degree of executive corruption – affect the democratic
outcomes of executives and political parties with allocating discretion? Additionally, how
do these dynamics differ across the EU’s political space? The aid literature, for instance,
finds that access to aid flows increases political competition and consolidates electoral
support for newly elected leaders.41 However, these findings offer insight into the
longevity of individual politicians rather than parties, and their empirical scope covers

30 V Dimulescu, R Pop, and IM Doroftei, “Risks of Corruption and the Management of EU˝ Funds in Romania˝”
(2013) 13(1) Romanian Journal of Political Science.

31 M Fazekas et al, “Are EU˝ Funds a Corruption Risk? The “Impact of EU” Funds on Grand Corruption in Central
and Eastern Europe˝” In A Mungiu-Pippidi (ed), (2013) pp. 68–89.

32 TJ Moss, GP Gelander, and N Van de Walle, “An aid institutions paradox? A˝ review essay on aid dependency
and state building in sub-Saharan Africa˝” (2006).

33 H Mehlum, K Moene, and R Torvik, “Institutions and the Resource Curse” (2006) 116(508) The Economic
Journal 1–20.

34 J Therien and A Noel, “Political Parties and Foreign Aid” (2000) 94(1) American Political Science Review
151–62.

35 F Van der Ploeg, “Natural Resources: Curse or Blessing?” (2011) 49(2) Journal of Economic Literature 366–420.
36 FZ Ahmed, “The Perils of Unearned Foreign Income: Aid, Remittances, and Government Survival” (2012)

106(1) American Political Science Review 146–65.
37 A Mungiu-Pippidi, “Controlling Corruption through Collective Action” (2013) 24(1) Journal of Democracy

101–15.
38 M Fazekas, LP King, and IJ Toth, “Hidden Depths: The Case of Hungary˝” in A Mungiu-Pippidi (ed), Controlling

Corruption in Europe (Berlin, Barbara Budrich Publishing 2013).
39 F Gardos-Orosz and E Burjan, “From Constitutional Risk Management to Constitutional Risk Management

(Emergency Law Misuse) in Hungary” (2025) European Journal of Risk Regulation 1–12.
40 Z Szente and F Ga´rdos-Orosz, “Constitutional Risk Management in the V4 Countries –Diverging Practices and

the Need for Convergence” (2025) 16(2) European Journal of Risk Regulation 460–65.
41 AA Licht, “Coming into Money: The Impact of Foreign Aid on Leader Survival” (2010) 54(1) Journal of Conflict

Resolution 58–87.
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developing countries with economic and political structures distinct from those of EU
states. The Europeanisation literature, for its part, assesses the funds’ impact on patterns
of political corruption in a subset of EU countries while inviting research into the question
of how EU funds affect corrupt countries’ internal politics.42

This article builds upon these works to contribute a systematic understanding of this
phenomenon. I offer and empirically test a theory of corruption compensation that
underlines the interactive, explanatory effect of EU funds and the degree of executive
corruption in recipient states and find that incumbent parties in highly corrupt states
enjoy a larger electoral boost from EU fiscal inflows than do those of less corrupt states. I
present my theoretical rationale and hypotheses in the following section.

III. EU allocations & parties’ competitive advantage

Governing parties and political elites are driven by rational incentives to maintain political
power and maximize the rewards associated with public office. These tendencies are
especially strong in parties with corrupt dispositions, as their ability to access the state’s
fiscal resources and continue accumulating desired payoffs requires maintaining political
power. For instance, preserving power allows governing parties to use their privilege and
resources to engage in clientelistic, principal-agent interactions with the electorate.43,44 It
also allows them to implement distributive policies that compensate voters for parties’
corruptive tendencies (Shehaj 2020) and appease particular electoral groups in ways that
enhance corrupt incumbents’ electoral returns.45,46,47

That said, corrupt incumbents’ ability to achieve their optimal outcomes diminishes
when robust and organised opposition parties induce higher electoral accountability by
providing voters with viable political alternatives.48,49 Under these conditions, incumbent
parties have incentives to invest in ensuring the loyalty of their close network and
electoral base as a mechanism for consolidating power and securing their competitive
viability over opposition forces.50 In doing so, corrupt incumbents can, for instance, rely on
their supporting networks to recruit “brokers” who monitor the electorate’s behaviour
and ensure parties’ continuous electoral support.51 This form of corruption compensation
is key to incumbents’ longevity, particularly when parties’ past practices of corruption and
favouritism inform expectations of future benefits among their networks and politically
aligned regions, as well as voters expecting trade-offs for parties’ political misconduct.52

42 See (Fazekas and Tóth 2017) and (Dimulescu, Pop and Doroftei 2013). These works take an EU-wide empirical
approach; however, their focus centers on the effect of EU funds on corruption, rather than the funds’ impact on
incumbent governments’ electoral outcomes.

43 A Hicken, “Clientelism” (2011) 14 Annual Review of Political Science 289–310.
44 H Kitschelt and S Wilkinson, “Citizen-Politician Linkages: An Introduction” in H Kitschelt and S Wilkinson

(eds), Patrons, Clients, and Policies: Patterns of Democratic Accountability and Political Competition (Cambridge,
Cambridge University Press Cambridge 2007) pp. 1–49.

45 AV Banerjee and R Pande, “Parochial Politics: Ethnic Preferences and Politician Corruption” In: (2007). KSG
Working Paper No. RWP07-031.

46 G Cox and MDMcCubbins, “Electoral Politics as a Redistributive Game” (1986) 48(2) Journal of Politics 370–89.
47 M Golden and B Min, “Distributive Politics around the World” (2013) 16 Annual Review of Political Science

73–99.
48 RJ Barro, “The Control of Politicians: An economic Model” (1973) Public Choice 19–42.
49 M Tavits, “Clarity of Responsibility and Corruption” (2007) 51(1) American Journal of Political Science 218–29.
50 De Mesquita et al. (n 10).
51 SC Stokes et al. Brokers, Voters, and Clientelism: The Puzzle of Distributive Politics (New York, Cambridge

University Press 2013).
52 A Shehaj, “Prejudice and Price: Corruption and Distributive Politics” In: Working paper 44, CES Open Forum

Series. 2020.

6 Albana Shehaj

ht
tp

s:
//

do
i.o

rg
/1

0.
10

17
/e

rr
.2

02
6.

10
08

5 
Pu

bl
is

he
d 

on
lin

e 
by

 C
am

br
id

ge
 U

ni
ve

rs
ity

 P
re

ss

https://doi.org/10.1017/err.2026.10085


Hence, governing parties’ incentives to use EU fiscal flows to gain a competitive advantage
over opposition forces increase even further when they are corrupt.

However, governing parties’ coalitions, which are stronger when parties initially take
office, weaken over time.53 These diminishing loyalties threaten incumbents’ electoral
survival, particularly when their history of corruption may be used by opposition forces
and the media to increase voter information and undermine incumbents’ electoral returns.
Under these conditions, corrupt incumbents’ incentives to maintain their position
increase even further: institutional power grants them greater access, fewer controls and
greater distributive authority over the state’s budgetary resources, comprised
significantly of EU fiscal inflows. In the absence of effective governance, rule of law
and monitoring mechanisms,54,55 corrupt incumbents’ ability to achieve these objectives
and consolidate their position becomes a probable outcome.

I argue that under these conditions, incumbents’ ability to engage in corruption
compensation with members of their personal and political network increases. These
conditions foster a political climate where corrupt incumbents face limited constraints on
their ability to misallocate European Union (EU) funds for purposes of rewarding their own
networks, win the support of potential coalition partners, and implement policies that
appease particular factions of the electorate. Even when EU bodies investigate and
document abuses of EU subsidies, the combination of domestic judicial discretion,
politically controlled procurement, and voter tolerance for clientelist benefits allows
incumbents to keep accessing EU funds, turning them into partisan capital. In such
settings, corruption around EU fiscal flows reflects not only an individual abuse but also a
systemic regulatory and ethics risk that can reappear even when formal controls exist.56,57

The EU can choose to withdraw the funds as a punishment mechanism. However, the
process of downsizing MS’ fiscal flows calls for adjustments to the EU budget – a procedure
that must be agreed upon by all national leaders unanimously. Thus, attempts to withdraw
a particular illiberal state’s funds require the approval of other, potentially illiberal
governments who themselves stand to lose access to EU funds by setting a precedent.

The EU retains several formal mechanisms for suspending, reducing or redirecting
fiscal transfers in cases of mismanagement or systemic risk. During the period examined in
this study, adjustments to MS’ fiscal flows were embedded within the broader budgetary
framework of the Multiannual Financial Framework and governed by the Treaty on the
Functioning of the EU, notably Articles 310 to 312, which require extensive
intergovernmental agreement. As a result, enforcement relied heavily on political
consensus, rendering fund withdrawal costly and often non-credible. Importantly, the
adoption of Regulation 2020/2092 represents a later institutional response to these
limitations, reinforcing the argument that earlier enforcement constraints created
opportunities for the strategic misuse of EU funds.

Mutual veto expectations among illiberal governments therefore undermine the
credibility of fiscal sanctions, reducing the deterrent effect of withdrawal threats.

Thus, leaders’ utility costs for engaging in corruption are low given the revenue streams
of EU funds. This, in turn, diminishes their incentives to curb corruptive practices and
increases their governing latitude over opposition forces. Given these dynamics, I expect

53 Licht (n 40).
54 RO Keohane, “International Institutions: Can Interdependence Work?” (1998) Foreign Policy 82–194.
55 J Wright and M Winters, “The Politics of Effective Foreign Aid” (2010) 13 Annual Review of Political Science.
56 DP Ionescu and A Na ˘stase, “Much Ado about Nothing? Reflections on the European Commission’s Proposal

for an Inter-Institutional Ethics Body” (2024) 15(1) European Journal of Risk Regulation 179–90.
57 A Minto and E Trincanato, “The Policy and Regulatory Engagement with Corruption: Insights from

Complexity Theory” (2022) 13(1) European Journal of Risk Regulation 21–44.
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EU fiscal transfers to boost the electoral shares of corrupt incumbent parties over the
opposition in EU states.

Additionally, I expect the intensity of this effect to vary across the EU’s developed and
developing states. Fiscal transfers, much like aid, serve as a sizable, non-taxable resource
that incumbents as well as opposition and other factions compete over.58,59 This is
especially the case in the EU’s post-socialist states. While the EU’s better-performing
economies accumulate the bulk of their financial revenue from trade and other domestic
economic initiatives, the main source of income for the less developed, post-socialist
economies is European funding, which finances up to 80% of their public investment.60

Hence, the EU’s fiscal transfers comprise the largest resource pool from which the
governing parties of post-socialist states can draw to engage in rewarding strategies that
yield a competitive advantage over the opposition. In accordance with the above
discussion, I offer the following hypotheses:

H1: Increases in the corruption tendencies of recipient states’ governing parties have a negative
effect on parties’ governing shares.

H2: The electoral margins of governing parties in high corruption states increase when the amounts
of the EU’s fiscal allocations also increase.

An important point to make regarding H2 is the issue of reverse causality. As argued in
the aid literature, the direction of causality is an important concern when assessing the
relationship between aid and development. For instance, does aid cause poverty, or is it
the case that underdeveloped countries receive more aid to address poverty? When
assessing the direction of causality between EU funds and corrupt governments, however,
this is less of a concern. It is difficult to imagine that the EU would allocate greater
resources to corrupt incumbents for the purpose of combating corruption. This reasoning
is evident in the EC’s threats to freeze funds to Romania, the Czech Republic, Hungary and
other corrupt members.

Prior to testing these expectations, I discuss the EU’s budget composition and briefly
illustrate the theoretical mechanism in the case of Poland.

1. The EU’s budget composition & fiscal funds distribution
The EU fiscal budget constitutes a central mechanism through which resources are
redistributed across MS with the stated objective of promoting economic convergence and
territorial cohesion. Funded primarily through national contributions proportionate to
gross national income, the EU budget allocates the majority of its expenditures to cohesion
policy, agricultural support and investment-oriented development programs. These
transfers represent a significant and predictable source of public financing for recipient
governments, particularly in less developed and post-socialist MS.

While formal allocation formulas are administered by the European Commission, fiscal
transfers are ultimately implemented through domestic institutions, including national
ministries, regional authorities and implementing agencies that exercise substantial
discretion over project selection, procurement and oversight. As a result, EU funds enter
national political economies not merely as technocratic development instruments, but as

58 J Svensson, Foreign Aid and Rent-Seeking. (The World Bank 1999).
59 A Tornell and PR Lane, “The Voracity Effect” (1999) 89(1) American Economic Review 22–46.
60 European Commission. EU budget 2015. <https://ec.europa.eu/budget/financialreport/2015/expenditure/

allocation/index_en.html> (last accessed 19 October 2018).
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large resource streams that interact with domestic governance structures and political
incentives.

This institutional configuration is especially consequential in domestic contexts where
executive oversight is weak and political corruption is high. Under these conditions, EU
fiscal inflows attenuate domestic budgetary constraints, freeing national resources for
politically targeted spending and enabling governing parties to leverage both European
and domestic funds to consolidate electoral support. It is this interaction between the scale
of EU transfers and domestic political control over their allocation that underpins the
corruption compensation mechanism advanced in this study.

2. Poland: an illustrative case
Poland is selected as an illustrative case because it combines three analytically relevant
features: large and predictable EU fiscal inflows, documented corruption risks in public
administration and procurement, and partisan control over the domestic institutions
responsible for allocating and managing funds. The case is intended not to suggest Polish
exceptionalism, but to demonstrate the plausibility of the corruption compensation
mechanism in a context where the theoretical conditions identified in this study are
clearly observable.

Having joined the EU in 2004, Poland, a country marked by multiple cases of political
and executive corruption,61 has been among the EU’s most significant net recipients. In the
mid-2010s, Poland drew approximately 13–14 billion euros annually – an amount well
above its national contribution and consistent with the allocation logic of the 2014–2020
financial perspective.62 These fiscal inflows were directed primarily toward infrastructure,
modernisation, and regional development and, as shown in works examining the
distributive and political effects of EU spending, created sizeable opportunities for
domestic actors to steer resources toward preferred territories, sectors and net-
works.63,64,65 Under the Civic Platform–Polish People’s Party coalition (2007–2015), these
resources sustained a growth-plus-modernisation agenda, and in the 2011 election, the
coalition secured 47.5% of the vote and 235 seats in the Sejm. Fragmentation among
opposition parties produced a seat bonus for the governing coalition under proportional
representation.

The 2015 election altered the political use of these European Union resources. Due to
the d’Hondt rules and, crucially, to a high level of wasted votes on the left (the United Left
fell below the coalition threshold), the Law and Justice party (Prawo i Sprawiedliwo, PiS)
won 235 of 460 seats with only about 38% of the vote, becoming the first party since 1989 to
govern alone. Once in office, the new government moved on two key fronts: First, it placed
loyalists in ministries, voivodeship and regional authorities, and national implementing
agencies that manage or co-finance EU-supported programs, thus tightening partisan
control over who receives contracts, grants, investment and procurements. This is
consistent with evidence that corruption and favouritism in public procurement in ECE
frequently materialise at the level of contracting agencies and politically exposed
management boards rather than only at the level of cabinet politics.66,67 Second, PiS used

61 Poland’s 2003, 2007, and 2015 governments have routinely engaged in bribery and corruption scandals.
62 European Commission. Multiannual Financial Framework 2014-2020 and the EU budget 2014. The figures.

(2013).
63 CJ Carrubba, “Net Financial Transfers in the –European Union˝: Who Gets What and Why?” (1997) 59(2) The

Journal of Politics 469–96.
64 Fazekas and Tóth (n 6).
65 J Ferwerda and I Deleanu, Identifying and Reducing Corruption in Public Procurement in the EU˝. (2013).
66 Fazekas and Tóth (n 6).
67 Fazekas et al. (n 30).

European Journal of Risk Regulation 9

ht
tp

s:
//

do
i.o

rg
/1

0.
10

17
/e

rr
.2

02
6.

10
08

5 
Pu

bl
is

he
d 

on
lin

e 
by

 C
am

br
id

ge
 U

ni
ve

rs
ity

 P
re

ss

https://doi.org/10.1017/err.2026.10085


the fiscal room created by EU–financed capital expenditure to introduce an electorally
attractive domestic transfer, the Family 500� programme, in April 2016. EU funds did not
pay for Family 500 � directly; it paid for roads, local infrastructure and investment that
would otherwise have absorbed national resources. By covering investment from EU
sources, the government could redirect domestically raised revenues toward a large,
visible, and clientelist-friendly social benefit that disproportionately rewarded the party’s
rural and lower-income electorate.68,69

The 2018 scandal surrounding the chair of the Polish Financial Supervision Authority
(Komisja Nadzoru Finansowego, KNF) bears mentioning here not because the KNF allocates
EU cohesion funds – it does not – but because it revealed the government’s willingness to
place politically trusted individuals in high-discretion oversight bodies and the ease with
which such appointments are leveraged for rent-seeking. Considered together with
evidence on corruption risks in EU-funded contracting, the case underscores a broader
point: an executive that is ready to politicise financial supervision is unlikely to leave
unpoliticised the agencies that actually sit on or intermediate EU fiscal flows.

Poland has experienced high-profile corruption episodes under governments of various
partisan colours, from the early 2000s to the post-2015 period, which supports the view
that opportunities for misallocation are structural rather than partisan accidents.70,71

What is distinctive about the 2015–2019 configuration is the presence of three conditions:
very large and predictable EU inflows, partisan control over the domestic institutions that
channel those inflows, and the launch of a costly social transfer that could be narrated as
“national” even though it was indirectly enabled by EU funds. These are the components of
the mechanism extended in this study: when substantial EU transfers enter a system in
which the governing party can staff the allocation chain, those transfers free up domestic
fiscal resources for partisan distribution and strengthen, rather than constrain, the
incumbent. The subsequent clash between Warsaw and Brussels over judicial indepen-
dence and media pluralism, and the partial freezing of funds until rule-of-law milestones
were restored, further confirms that these risks were material and recognised at the
EU level.

IV. Research design

To assess how European Union (EU) disbursements shape domestic party politics and the
competitive advantage of recipient countries’ governing parties, I concentrate my analysis
on twenty-six EU MS from 2000 to 2015.72 These countries share common institutional
structures while displaying distinct development trajectories. Their commonalities include
EU-defined institutional and regulatory frameworks and participation in the EU’s
legislative and executive bodies via elected representatives. Yet, they differ in terms of
economic performance, democratic robustness and historical legacies – with several post-
communist members, including Hungary, Poland, Romania, etc., lagging behind in
economic growth and effective governance.

The empirical analysis focuses on the 2000–2015 period, as it captures the expansion
and consolidation of EU fiscal transfers prior to the introduction of formal rule-of-law
conditionality mechanisms. This period allows for the examination of fund allocation

68 K Marcinkiewicz and M Stegmaier, “The Electoral Success of the Law and Justice Party in Poland: A
Subnational Analysis of the 2015 Parliamentary Election” (2016) 32(4) East European Politics 522–45.

69 M Piotrowska, “The Electoral Effects of Household Economic Security in Poland” (2016) Economic and Social
Development: Book of Proceedings 624.

70 Fazekas and Tóth (n 6).
71 J Ferwerda and I Deleanu (n 64).
72 To accommodate data availability, Cyprus and Malta are excluded from the analysis.
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dynamics under comparatively weak enforcement and monitoring constraints, providing a
fitting context for testing the theory.

The countries under study differ along two main theoretical dimensions argued here to
shape incumbent parties’ political gains – the amount of EU fiscal inflows and degree of
executive corruption. As shown in Figure 1, the amount of EU funds per capita distributed
to MS differs significantly across the region and over time. For instance, in 2015, Sweden
received 150 euros per capita in EU disbursements, while Poland and Bulgaria received,
respectively, 352 and 689 euros per capita (Figure 2).

Additionally, the countries under consideration demonstrate distinct patterns of
political and executive corruption. Despite established monitoring mechanisms and
uniform expectations of corruption controls and fiscal transparency by the EU, political
and executive corruption is particularly high among the EU’s post-socialist members and
reaches the highest executive ranks.73 As captured in Figure 3 the post-socialist members
display comparatively higher levels of executive corruption than do their Western
counterparts.

1. Dependent variable
My main expectation is that higher EU inflows to corrupt governments deliver a political
advantage to incumbent parties over opposition forces. To capture this effect, the analysis
focuses on the seat share of recipient states’ governing parties as the main outcome of
interest. This variable captures the fraction of seats held by all government parties in country
i during year t. Themeasure is calculated by dividing the total number of government seats by

Figure 1. EU transfers per capita (2000–2015).
Note: Distribution of EU Funds across member states during 2000–2015.

73 Fazekas and Tóth (n 6).
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Figure 2. EU transfers per capita, 2015.
Note: The graph depicts the amount of EU allocations relative to the population of each recipient country in
year 2015. Darker areas indicate greater EU funds per capita allocated to the recipient country.

Figure 3. Executive corruption index, 2015.
Note: The graph represents each EU member state’s Executive Corruption Index in 2015.
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the total number of government plus opposition plus non-aligned seats.74 The dependent
variable remains constant in the years between parliamentary elections. Therefore, to take
advantage of the variation in the outcome variable, I concentrate the analysis only on years
during which parliamentary elections were held.

2. Explanatory variables
In accordance with my theoretical expectations, the main explanatory variable is the
interacted effect of the total shares of fiscal flows distributed by the EU to national
governments × the degree of executive corruption in recipient countries. I collect the
data on EU transfers from the European Commission’s Budget Reports for the years 2000 to
2015. The transfers are distributed across several categories, including agriculture,
structural, development, etc. My theory, however, is primarily focused on (1) the quantity
of funds received by recipient states; and (2) access to the funds by governing parties. Thus,
my interest lies less in the transfers’ intended policy objective and more in the total shares
of fiscal flows available to the recipient countries’ governing parties. For this reason, I
aggregate my measure of fiscal transfers across the various divisions of EU expenditure.

Consistent with the aid literature, I then calculate two different measures that capture,
the short-term value of EU fiscal flows and the size of transfers received by MS: (1) fiscal
transfers per capita and (2) fiscal transfers by government expenditure. In regard to the
first, a contested feature of the EU’s redistribution mechanism as well as its decision-
making system is the size of MS’ populations. MS with smaller populations are favoured by
the EU’s institutional structure.75 They are routinely over-represented in EU legislative
bodies, including the Council of Ministers, and use their powers within the organisation to
influence EU budget decisions and increase their fiscal inflows. I account for this
empirically by constructing the share of fiscal flows per capita variable. The variable is
calculated by dividing the total amount of expenditures that the EU allocates to state i in
year t by the population of state i during year t, where, as indicated earlier, the amount of
transfers allocated to state i over year t is the aggregate sum of all different categories of
EU expenditure directed to country i in year t. Normalising the disbursement size by
population accounts for the likelihood that smaller states that are over-represented in the
European Council receive greater allocations by the EU.76,77 Also, I measure the size and
relative value of EU fiscal flows to each recipient country’s economy by taking the ratio of
the funds allocated to state i in year t to the total government consumption of state i
during year t. The distribution of this variable across EU states during the period 2000–
2015 is presented in Figure A1.

The second component of the main explanatory variable is the Executive Corruption
Index (ECI) of country i in year t. I obtain this variable from the VDem Dataset. The index is
formed by taking the average of the point estimates from a Bayesian factor analysis model
of the indicators for executive bribery and executive embezzlement.78 These indicators
provide a good estimate of the corruption practices of governing parties and elected
executives. They are derived from responses to the question “How routinely do members
of the executive or their agents grant favors in exchange for bribes, kickbacks, or other
material inducements, and how often do they steal, embezzle, or misappropriate public

74 C Cruz, P Keefer, and C Scartascini, “Database of Political Institutions˝ 2015: Codebook” In: (2016).
75 M Mattila, “Fiscal Transfers and Redistribution in the European Union: Do Smaller Member States Get more

than their Share?” (2006) 13(1) Journal of European Public Policy 34–51.
76 Ibid.
77 J Rodden, “Strength in Numbers? ‘Representation’ and ‘Redistribution in the European Union˝” (2002) 3(2)

European Union Politics 151–75.
78 (v2exbribe; v2exembez).
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funds or other state resources for personal or family use?” The data are in interval format,
and their direction runs from less to more corrupt.

3. Control variables
The control variables account for factors plausibly associated with the study’s main
explanatory and dependent variables – the share of EU funds, the degree of executive
corruption, and the seat shares of receiving states’ incumbent parties. Previous research
argues that countries with shared democratic norms and institutions are less likely to
misallocate aid and external funds for political purposes. To account for these effects, I
control for the degree of variation in recipient states’ political institutions. I obtain the
data from the Polity IV dataset. The continuous (versus binary) nature of the Polity IV
combined score allows me to effectively capture any changes caused by the inflow of fiscal
transfers.79 Equally important is the degree of effective governance in recipient states.
Higher fiscal inflows to inefficient governments lead to higher corruption risks and fewer
limits on incumbents’ opportunity to misuse fiscal flows for electoral gains. To account for
this tendency, I control for government effectiveness in recipient states using WDI data.

Moreover, the politics of fiscal allocations and party outcomes differ among recipient
countries based on their past experiences with democratic governing. Previous works
show that history and previous institutions impact a society’s values, cultural norms, and
social behavior.80,81 These forces shape the domestic politics and current formal
institutions of transitioning states.82,83,84 I account for these effects by controlling for
democracy duration, the data for which come from the Data Set of Political Regimes, and
whether recipient countries have undergone a democratic transition in the post-1990s
period. I code the variable for democratic transition by assigning it a value of 1 if country i
underwent a democratic transition in the post-1990s period and 0 otherwise. The empirical
analysis also includes controls for political stability and the rule of law – factors that
influence the relationship between aid flows, corruption and party politics. Political
stability strengthens the judiciary, which in turn promotes the rule of law. Under these
conditions, the opportunity of domestic elites to misallocate aid and other external funds
for personal and political purposes is constrained by legal bounds. The data for political
stability and the rule of law are derived from the State Fragility Index and World
Governance Indicators. Additional controls account for the robustness of civil societies and
equal distribution of resources in recipient states. Similar to aid, EU allocations influence
the political environment and civil societies in ways that promote dialogue among
polarised actors, change their incentive structures, and affect citizens’ political behaviour
and vote choices.85,86 This political atmosphere may shape demands for an equal

79 Polity scores combine several measures key to the analysis, among them constraints on the executive,
competitiveness and regulation of participation, as well as openness and competitiveness of executive
recruitment.

80 R Putnam, “The Prosperous Community: Social Capital and Public Life” (Spring) (1993) 13 The American
Prospect. <https://www.prospect.org/print/vol/13> (last accessed 7 April 2003).

81 G Tabellini, “Culture and Institutions: Economic Development in the Regions of Europe” (2010) 8(4) Journal of
the European Economic Association 677–716.

82 SO Becker et al, “The Empire is Dead, Long Live the Empire! Long-Run Persistence of Trust and Corruption in
the Bureaucracy” (2016) 126(590) The Economic Journal 40–74.

83 DC North. Institutions, Institutional Change and Economic Performance (New York, Cambridge University
Press 1990).

84 A Simpser, Dan Slater, and J Wittenberg, “Dead but Not Gone: Contemporary Legacies of Communism,
Imperialism, and Authoritarianism” (2018) 21 Annual Review of Political Science 419–39.

85 T Carothers and W Barndt, “Think Again: Civil Society” (1999) Foreign Policy 18–29.
86 C Santiso, “International Co-operation for Democracy and Good Governance: Moving Towards a Second

Generation?” (2001) 13(1) The European Journal of Development Research 154–80.
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distribution of resources by active citizens informed about states’ fiscal inflows. Thus,
robust civil societies relate to the efficiency of funds as well as incumbents’ outcomes.
Hence, I control for robust civil societies and the equal distribution of resources, using
VDem indicators.

Lastly, I control for election years by including a binary variable that takes on the value
of 1 in legislative election years and 0 in the years between elections. The GDP (logged) of
each target country i in year t is also included to account for the macroeconomic
performance of recipient states.

Table A1 presents the descriptive statistics for all control variables.

4. Empirical strategy
To regress the dependent variable, seat shares of recipient states’ governing parties,
SeatShareit , on my main explanatory variables and their combined effect,
ShareEUTransfersit , ExecutiveCorruptionIndex�ECI�it , [ShareEUTransfersit × ECIit], I use
a pooled cross-sectional time-series ordinary least squares (OLS) analysis with country
clustered standard errors. Formally, the model is as follows:

seatshareit � β0 � β1share EUFunds� �it � β2ExecutiveCorruptionIndex ECI� �it
�β3 share EUFunds� � × ECI� �� �it � β4polityit � β5In GDP� �it
� Pn

k�6
βkControlVariable k�4� �;it
� �� αi � µt � εit;

where αi and µt denote country and year dummies, respectively, and εit denotes the
country-year error term. Given that incumbents’ vote shares remain constant in the years
between elections, I only regress the portion of the sample during which legislative
elections were held. This permits me to effectively capture variation, in the dependent
variable, governing parties’ SeatShareit . I also include in the analysis country and year fixed
effects. Country fixed effects capture country-specific, time-invariant variables that
associate with the dependent variable, while year fixed effects capture global factors that
may affect incumbents’ seat shares in recipient state i during year t. The empirical strategy
is designed to capture systematic cross-national relationships between fiscal transfers,
executive corruption, and governing parties’ electoral outcomes, rather than to model
country-specific trajectories. Descriptive figures and robustness checks illustrate cross-
country variation, while more granular country-level analyses are left for future research.
I report the empirical results in the following section.

5. Empirical results
Table 1 presents regression estimates of the determinants of seat shares for incumbent
parties in EU member states from 2000 to 2015. The measure for EU transfers in Models 1–4
is the amount of fiscal transfers per capita. The main parameter of interest in all presented
models is β3, which captures the combined effect of [ShareEUTransfersit × ECIit] on the
dependent variable, governing parties’ SeatSharesit . A positive β3 estimate corroborates
the theoretical expectation that higher fiscal allocations to MS with high degrees of
executive corruption are associated with increases in electoral margins for recipient
states’ governing parties.

Model 1 captures a baseline estimate of the relationship between EU funds, executive
corruption and incumbents’ seat shares. The coefficient on the executive corruption
variable is highly significant (p= 0.001) and in the predicted negative direction. This
suggests an inverse effect of executive corruption on governing parties’ seat shares, which
corroborates Hypothesis 1. The direction of this effect shifts to positive – while
maintaining its statistical significance – when recipient states’ ECI is interacted with the
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amount of EU funds per capita received by MS. These findings hold when additional
governance and macroeconomic controls are added to the analysis. Models 2, 3 and 4
control for recipient states’ GDP (logged), Polity IV score, government effectiveness, rule of
law and other indicators plausibly associated with the dependent and explanatory

Table 1. Determinants of governing parties’ seat share

(1) (2) (3) (4)

EU transfers per capitait −0.000 � −0.000� −0.000� −0.000	

(0.000) (0.000) (0.000) (0.000)

ECIit −1.141			 −1.213			 −1.152			 −1.363			

(0.247) (0.273) (0.254) (0.324)

EU transfers per capitait 
 ECIit 			0.002 		 0.002 			 0.002 			 0.002

(0.000) (0.001) (0.000) (0.001)

Polity IVit −0.038 −0.037 −0.043

(0.025) (0.026) (0.028)

ln(GDP)it −0.306 	 −0.201 −0.264

(0.138) (0.119) (0.155)

Political stabilityit −0.003 0.008 −0.019

(0.049) (0.051) (0.054)

Civil society index it 0.342 0.351 0.288

(0.235) (0.255) (0.241)

Rule of law it 0.126 0.119

(0.084) (0.085)

Government effectivenessit 0.010 0.032 0.017

(0.041) (0.047) (0.042)

Equal resource distributionit 0.192 0.483 0.040

(1.011) (1.049) (1.002)

Democracy durationit 0.004

(0.004)

Democracy transitionit −0.110

(0.071)

Constant 			 0.760 	 8.432 � 5.370 	 7.629

(0.051) (3.254) (2.775) (3.581)

Observations 110 104 104 104

Countries 26 26 26 26

Country fixed effects ✓ ✓ ✓ ✓

Year fixed effects ✓ ✓ ✓ ✓

R 2 0.365 0.447 0.425 0.460

Note: This table portrays a pooled cross-sectional time-series ordinary least squares (OLS) analysis of the determinants of governing
parties’ seat shares in year t. Cluster-robust standard errors are shown in parentheses.
			 , 		 , 	 and � indicate statistical significance levels of 0.1, 1, 5, and 10%, respectively. All models include country and year fixed
effects.
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variables. Throughout all models, the β3 coefficient maintains its statistical significance
and predicted, positive direction. These findings lend support to the expectation that
higher fiscal flows to recipient states with high degrees of executive corruption have a
positive effect on incumbent parties’ competitive advantage (Hypothesis 2). Figure 4
focuses on Model 2 to illustrate this relationship. As shown, the marginal effect of higher
fiscal flows to corrupt MS has a positive effect on the seat shares of target states’ governing
parties.

To further test the robustness of the findings, I replicate the results in Table 1 using the
share of EU transfers to government expenditure as an alternative measure to test the
effect of the interacted term on the dependent variable.

The results, presented in Models 5–8 in Table A2, show that the coefficient β3 on the
interacted term maintains its expected positive direction. As shown, while the size of the
β3 coefficient varies slightly across the models, the results remain relatively consistent
and highly significant when controlling for other factors expected to be associated with
the dependent and explanatory variables. In addition to the interaction term, the rule of
law variable also has a positive and significant effect on incumbent parties’ seat shares.
This effect supports the literature’s previous findings of a positive association between the
rule of law, aid and domestic politics.

Figure A2 further supports the positive, marginal effect of higher fiscal flows on the seat
shares of recipient countries’ governing parties. The graph focuses on Model 6 to illustrate
the marginal effect of EU transfers on incumbents’ seat shares across different levels of
executive corruption. As shown, the marginal effect of EU transfers on incumbents’ seat
shares increases in recipient states with high levels of executive corruption (ECI= .7) while
remaining relatively stable in low-corruption recipients (ECI= .1). Thus, the positive effect
of higher fiscal flows on incumbent parties’ competitive advantage appears to be a concern

Figure 4. Average marginal effects of EU funds (Model 2).
Note: The grey areas indicate 95% confidence intervals.
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only when recipients’ governing parties show high executive and political corruption
tendencies.

6. Robustness checks
To further test the findings’ robustness, I place my theoretical expectations under further
empirical scrutiny. First, I measure the effect of the interacted term on the change in seat
shares between government and opposition parties. I present these results in Tables A3
and A4. The common dependent variable in both tables is

Δ��Government Seats�it � �Opposition Seats�it�
The main explanatory variable for Models 9 and 10 presented in Table A3 is the

interacted term presented in Equation (1). For Models 11 and 12 presented in Table A4, the
explanatory variable takes the form expressed in Equation (2).

��EUTransfers�it=�Population�it� × �ECI�it (1)

��EUTransfers�it=�GovSpending�it� × �ECI�it (2)

As shown in Tables A3 and A4, the effect of the interacted term on the difference in seat
shares between governing and opposition parties maintains the predicted positive
direction and is significant at the 5% and 1% levels, respectively.

Second, I estimate the effect of the interacted term on the incumbents’ number of seats. I
estimate this relationship by taking into account both different measures of fund
allocations – that is, EU funds per capita (Table A5) and EU funds relative to government
spending (Table A6). As in earlier tests, the interactive term maintains its predicted
direction and statistical significance (at the 5% level).

Lastly, I assess whether fiscal transfers have a greater influence on governing parties’
political payoffs in the EU’s transitioning versus established democracies. This test is
motivated by the variation in patterns of EU allocations and degree of executive
corruption within the EU’s political space, as seen earlier in Figures 2 and 3. To test
whether the effect of the interacted term on the governing parties’ seat shares varies
across MS with distinct democratic experiences, I separate the countries into transitioning
(post-communist states) and non-transitioning democracies. Transitioning democracies
include all post-socialist member states of the EU.87 The non-transitioning cluster includes
all MS that have not undergone a change in political regime in the post-1990s period. This
variable is coded 1 for the post-socialist states and 0 for the non-transitioning EU states.
The results, presented in Table A7, show that the coefficients on the interacted term
preserve the expected positive direction and statistical significance in the cases of both
transitioning and non-transitioning states. In the case of the Western, non-transitioning
democracies, the degree of significance declines slightly, although it still persists at the 1%
level. These findings suggest that despite a recipient country’s democratic experience,
higher fiscal inflows have a positive impact on incumbents’ vote shares, as long as the
governing parties of recipient states demonstrate higher levels of executive and political
corruption.

V. Conclusions

One of the primary objectives of the European Union (EU) is to narrow the wealth gap
between its MS and to promote economic development across the region. Fiscal transfers

87 The countries include Bulgaria, Croatia, Czech Republic, Estonia, Hungary, Latvia, Lithuania, Poland,
Romania, Slovakia and Slovenia.
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made through the EU’s fiscal budget serve as a key mechanism for achieving these
outcomes. Designed to promote economic and policy initiatives that boost recipient states’
economic performance, the funds’ long-term objective is to promote recipient states’
institutional effectiveness and advance the EU’s democratic values across the region. These
expectations, however, are consistently challenged. The distinct patterns of economic
growth among EU states point to continued economic disparities between the EU’s
developed and developing states, including Bulgaria, Romania and other post-socialist
members. In parallel with these developments, the rise of political corruption and
authoritarian tendencies of governing parties in several EU states, particularly Hungary
and Poland, further challenge the success of EU fiscal allocations in enhancing institutional
performance and reinforcing democratic norms. The limited impact of EU funding and
conditionality on forging long-term democratisation88,89 has also been observed in non-
EU-member recipient countries. For instance, in the Western Balkans and former Soviet
republics, the capture of state institutions,90 parliaments, and political parties by corrupt
and clientelist networks91 has allowed governing elites to use their position to cut the
power resources of their political opponents.92

These developments raise important questions about the ways in which EU fiscal
allocations impact the domestic politics of recipient states. This article has sought to
advance our understanding of this impact. It examines what happens to EU resources
when allocated to systems where governing authorities control procurement, appoint-
ments and oversight. By following fiscal conditionality’s design to implementation, it
shows that resources can still be channelled toward loyal networks, entrenching
incumbents and diluting rule-of-law objectives. The analysis therefore both confirms the
current move toward using financial tools for rule-of-law protection and adds the political
warning that, in post-communist MS, such tools run the risk of empowering the very
actors they are meant to discipline. In assessing the link between EU transfers, political
corruption and the electoral outcomes of recipient states’ incumbent parties, this article
has examined, both theoretically and empirically, whether fiscal funds allocated by the EU
to its MS deliver an electoral advantage to corrupt incumbent parties. Whereas previous
works have examined the effect of EU funds on political corruption in recipient states, my
approach examines the impact of funds on incumbent parties’ political and electoral
outcomes, taking into account the degree of executive corruption in recipient states. By
analysing new data on EU fiscal allocations over the period 2000–2015, I have tested and
confirmed my theory that fiscal flows to corrupt EU states deliver political latitude and an
electoral advantage to recipient states’ governing parties.

These findings are relevant for purposes of both democratic theory and distributive
policy. The aid literature finds that corrupt governments with underperforming
institutions are equally likely to receive the same amounts of aid as their less corrupt
counterparts.93 Understanding whether funds allocated to the EU’s highly corrupt MS

88 A Mungiu-Pippidi, “The Transformative Power of –Europe˝ Revisited” (2014) 25(1) Journal of Democracy
20–32.

89 S Richter and N Wunsch, “Money, power, glory: The linkages between EU˝ conditionality and state capture in
the Western Balkans˝” (2019) Journal of European Public Policy 1–22.

90 A Grzymala-Busse, “Beyond Clientelism: Incumbent State Capture and State Formation˝” (2008) 41(4–5)
Comparative Political Studies 638–73.

91 A Innes, “The Political Economy of State Capture in Central Europe˝” (2014) 52(1) Journal of Common Market
Studies 88–104.

92 TA Borzel and Y Pamuk, “Pathologies of Europeanisation˝: Fighting Corruption in the Southern Caucasus”
(2012) 35(1) West European Politics 79–97.

93 A Alesina and B Weder, “Do Corrupt Governments Receive Less Foreign Aid?” (2002) 92(4) American
Economic Review 1126–37.
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serve to promote or jeopardise the EU’s economic interests and democratic values is
essential for the formulation of EU-level anti-corruption policies.

The implication is that recalibrating the EU’s allocation calculus to corrupt member
states could undercut the political momentum of corrupt governing parties. Limiting the
funds to corrupt MS would constrain governing parties’ ability to replenish their coffers
and utilise the EU transfers as a resource pool for advancing personal, political, and policy
objectives that garner voters’ electoral support.

These findings underscore the need for risk-aware fiscal governance within the EU.
While cohesion policies remain key for addressing regional inequality, greater insulation
of allocation channels from partisan control, enhanced monitoring of implementing
agencies, and sequencing of disbursements help limit the unintended political
reinforcement of corrupt incumbents. The EU’s evolving rule-of-law measures reflect
growing recognition of these risks, yet the evidence presented here cautions that fiscal
instruments can empower, rather than constrain, illiberal governance when institutional
safeguards remain incomplete.

Building on these findings, further research should test the link between EU funds,
political corruption, and governing parties’ political behavior, including authoritarian and
populist tendencies. Examining the range of these influences will enhance our
understanding of the continued disparities in patterns of economic and democratic
developments across EU states. By providing insight into the source of challenges faced by
the EU and its MS, these findings would serve as a foundation for policy remedies to
control their proliferation.

Supplementary material. The supplementary material for this article can be found at https://doi.org/10.1017/
err.2026.10085

Cite this article: A Shehaj, “Backsliding in a Landslide: How EU’s Fiscal Distributions Empower Corrupt
Governments”. European Journal of Risk Regulation. https://doi.org/10.1017/err.2026.10085
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