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Corruption is considered a strong constraint on growth and development. Moreover, since our GMM panel
estimator controls for endogeneity, this finding suggests that the exogenous component of schooling exerts a
positive impact on economic growth. The null hypothesis of no relationship between GDP per worker and
corruption can be rejected at a level of significance lower than the one at which the null hypothesis of no
relationship between investment and corruption can be rejected. Shleifer, and R. Krueger and De Soto also
argue that corrupt bureaucrats will intentionally introduce new regulations and red tape in order to be able to
extract more bribes by threatening to deny permits. Descriptive statistics of regression variables Source:
Political Risk Services There are 1, observations in the sample. Given that we cannot observe firm-specific
bribery practices, these two measures are the best way to characterise local bribery environments. Hong Kong,
Portugal, and Singapore have demonstrated that corruption can be reduced significantly. These findings are
also consistent with those of Barreto , Hall and Jones and La Porta et al. Heidenheimer, M. Some employees
may be engaged in unproductive activities such as searching for ways to circumvent bureaucratic constraints.
The magnitude of coefficients for various variables differs substantially due to the use of different units of
measurement for the variables. This allows to link your profile to this item. We also find that the effects from
bureaucratic corruption are larger in the case of labour productivity growth, suggesting that bribery affects the
employment structure of firms. In particular, a higher bribery mean retards both the real sales and the labour
productivity growth of firms. The estimated magnitude of the effects of bureaucratic efficiency on economic
growth is even higher and remains significant when we add conditioning variables. You can help correct errors
and omissions. Sissener and T. An in-depth review of all cases can be found in Klitgaard  When requesting a
correction, please mention this item's handle: RePEc:eok:journl:vyip However, bribing firms that have an
opportunity to gain a competitive edge in more heterogeneous environments are able to adjust the employment
structure to an optimal level and increase effectiveness. Summary Our empirical analysis demonstrates a
two-way effect of bureaucratic corruption on firm performance. If you have authored this item and are not yet
registered with RePEc, we encourage you to do it here. Hanousek and Kocenda show that reductions in
corruption either increase or decrease public investment, depending on the country and its institutions.
Shleifer, and W. Political Risk Services quantifies and rates political risk using a methodology developed by
Professors William D. More services and features. The finding that corruption is negatively and significantly
associated with economic growth is consistent with the view that corruption lowers the marginal product of
capital for example, by acting as a tax on investment proceeds. World Bank, World Development Report  The
figure provides the growth-maximizing level of corruption, which is 8. In the context of an endogenous
growth model, bureaucratic inefficiency could affect economic growth indirectly by lowering the investment
rate or directly for example, by leading to misallocation of investment among sectors Easterly, ; Mauro, 
Within those markets we compute the mean and dispersion of individual firm bribes, and assign them to every
firm from Amadeus belonging to the same cluster. As shown in the appendix, countries such as Costa Rica,
Hong Kong, Poland, Spain and Greece which have rates of economic growth well above the average have
corruption indexes that are remarkably close to the estimated optimal level of corruption.


