CHR.
MICHELSEN
i INSTITUTE

lvar Kolétad ,
-Vincent Somville
Arne Wiig,

_*€hr. Michelsen Institute:,

]




CHR.
MICHELSEN

Perceptions of corruption in CMIEs:
Bangladesh across key sectors



Presenter
Presentation Notes
Felt that source SOURCE: http://www.transparency.org/gcb2013/country/?country=bangladesh
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Presentation Notes
har lav korrupsjon. dette kan vel egentlig tolkes på to måter, dersom disse tjenestene allerede er desentralisert i Bangladesh (indeksene i senere slides tyder ikke på det) kan det være at dette har gitt lavere korrupsjon i sektorene. men du kan likevel ha rett i at effektene av å desentralisere ytterligere kanskje er små.
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Three observations

* Asregarding Bangladesh, perception based measures of
corruption fit well with experience based measures

— Not always the case (media)
— Experience data (validity). Fan and Treisman (2009)
« Experience with corruption less common in sectors such

as education, health. These are the sectors that are
normally decentralized.

— Small potential gain or are they already decentralized?

* Lack of variation over time in corruption/decentralization
nexus in Bangladesh requires a cross country analysis
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Persepsjonsindekser kan gå opp selv om experience based ikkke gjør det fordi desentralisering fører til at korrupsjon kommer nærmere folk
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Theoretical mechanisms

« Accountability and exit versus local capture
— Bardhan and Mookherjee (2000)

e Co-ordination problems when more tiers
— Schleifer and Vishni (1993)

* Moderating factors: press freedom, political competition
and strength of national political parties.
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Empirical findings

* Fishman and Gatti (2001) (lower corruption with D)

e Treisman (2000) Federal structure has higher
corruption

e Fan and Treisman (2009).

— The more tiers of government and the more local
personnel with pockets to fill, the greater the danger that

the rents of office will be “overgrazed”” (Fan and Treisman
2009:33).
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Measures of decentralization

o Decentralized agency (power):

— DPIl authority: Dummy: “subnational governments have
extensive taxing, spending or regulatory authority”

e Decentralized structure

— the number of government tiers as in Fan and Treisman
2009

— Federation (IAEP) Dummy
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Corruption (% paid a bribe) increases
with Decentralisation (tiers)

& South Africa

i Mexico

Moldova
Lithuania

i Colombia

& Slovenia
i Urugusy

& Zimbabws ' _—
CIgans

& Cambodia ) Sensg

& India

. ﬁwtﬂn

i Bebsias
@ Kazskhstan

. Venomesls
Bk

Tunisia  Thailsnd

Fhilippines
. Chile”

B many tiers, high corruption

E-uria
I I |
4 5 5
. but score low on power (authority) 8


Presenter
Presentation Notes
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India malaysia nepal and the philipines has power in asia
Bangladesh not
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Centralized Decentralized

If any pattern, more corruption in centralized countries (IAEP —
federation)
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But there are many other differences between
the countries as well

and decentralisation Is also an endogenous
variable

Requires multivariate analysis controlling for
endogenity
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Empirical strategy (1V)

Decentralization. = @y, + fy, - Country area, + vy, X; + Vi, X, + &

Corruption;.,. = @,, + f5,, - Decentralization(predicted), + y,,4; +
Vo2& + &y

I- individual data
r - regional
c -country

diZ



OLS negative effect
(corruption reduces) but not
significant

Country area significantly
related to decentralisation

Controlling for endogenity :
Significant and larger
reduction in corruption

e Results IV: decentralized

agency

Tahle 3. Main results

OLS IV - 1=t =stage I - 2d =t=3ge
Dependent variabls FCE bnbe DRI authonty FCE bnbe
Pl authority 006235435 -.3348201%*
-1378632 -2.410031
Male .0@9B4nT *** J0187415%* J034E031 %
33282004 2057649 4.021023
Income 000041 505 0334554 J01az338r
10552 2785333 2343704
Uneducated -. 088170 -0.0182004 -.O706gg ++*
-5.528063 -0.2444563 -3.471583
Protestants 00001752 00030595 210004506
-0.3015923 0.5553282 .3523888
Dremocracy 059505 +** 00875076 J0BB226E***
340484 130165 3930753
Freedom of Press JO0a4z 58" 0216176 J0s174 "
1795418 2 359309 2793429
In GOP/capita Q0109534 3458457+ 01175124
0. 2802 555 2009685 1 164835
Country area 3.53e-08"
1.9607 62
Regional dummies Yes Yes es
Ob=ervations 37354 37254 37254
r2 0.20148 0.5634504 2.1501 166

t-values in parentheses, for robust standard emmors clustered af coun

indicates significance at the 1% level, ** at 5%, * ot 10%.
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Decentralization structure - Results

o Tiers
— OLS: more tiers more corruption as in Fan and Treisman (2009)
— |V : Do not find any significant results
e Federation
— OLS: Federation increases corruption
— |V: Federation reduces corruption
— None of these results are significant

o But results dependent on using one decentralisation
measure at the time
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Other results

 Male, educated, higher income individuals are more
likely to report paying bribes

« Used other measures of corruption and
decentralisation for robustness analysis
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Conclusion

* There is a lack of robust evidences that
decentralisation reduces corruption.

— To the extent that it does, it is unlikely that decentralizing
structure only, will reduce corruption.

* More studies needed, requires additional instrument
and additional measures of decentralisation
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