
3. Corruption 



Outline

Å Corruption and Accountability, i.e. whether and how voters punish corrupt

politicians+ Ferraz and Finan (2008)

Å Do Audits and Judicial Checks Reduce Corruption?

Å Does the Threat of Exposure Affect Politiciansô Behavior?

Å Does corruption affect political selection?

Å Does electoral accountability reduce corruption? And does social capital 

affect such dynamics?

Å Final comments on corruption by Fukuyama, 2018



The Electoral Consequences of Corruption, De Vries 

and Solaz (2017)

Research suggests that corruption is bad for 

Å Economic and social development (e.g., Rothstein 2011)

Å Tax revenues (Pani 2010)

Å Investments and economic growth (Mauro 1995)

Å Equality and poverty (Chong & Calderon 2000, Gupta et al. 2002, You 

& Khagram 2005, Uslaner 2008)

Å Subjective well-being and life satisfaction (Tay et al. 2014)

Å Political trust and undermine political legitimacy 



Definition and Open Questions

Å World Bank (1997): it focuses on the misuse or the abuse of public 

office for private gains

Å Empirical manifestations of corruption may thus include fraud, 

misappropriation of public funds, or the acceptance of bribes

Å A core assumption: voters punish corrupt politicians if they have the 

opportunity to do so

Å Some evidence: 

Å majoritarian electoral systems are associated with lower levels of corruption than 

proportional ones

Å District magnitude might also play an important role: under open-list proportional 

systems, for example, corruption increases with district magnitude (Chang & Golden 

2007)



Definition and Open Questions

Ą Yet, the empirical evidence on the electoral punishment of corruption is 

mixed. 

Å The reelection of corrupt politicians is not merely a trait of developing 

nations characterized by weak political and economic institutions but is also 

found in established democracies such as Italy, Japan, and the United 

States

Å For voters, this is not an easy taské



Measuring Corruption

Context specific: 

Å Does misuse signify that the act is a deviation from legal standards, from 

moral standards, or perhaps from both? 

Å Do private gains relate only to public officials themselves and their family 

or also to their party?

Ą Great variation in the propensities to punish corrupt

Å In high-corruption countries thereôs a higher tolerance of corruption than 

residents in low-corruption

Å Maeda & Ziegfeld (2015): in richer countries the poor and uneducated tend 

to perceive higher levels of corruption, in poorer countries they perceive 

corruption to be lower



Å Are peopleôs perceptions of corruption correlated to objective measures?



The Electoral Consequences of Corruption

Å Standard Theory: Voters punish corrupt politicians if they have the 

opportunity to do so

Å Based on retrospective voting model as a means to either sanction low-

performing politicians or select high-performing ones (e.g., Key 1966, 

Fearon 1999)

Å If voters fail to punish corrupt politicians, this is largely interpreted as a 

product of the institutional structures in which voters reside



The Electoral Consequences of Corruption

Å Some studies demonstrate that corrupt activities take a considerable 

electoral toll on incumbent politicians (see, e.g., Fackler & Lin 1995, Ferraz

& Finan 2008, Krause &M´endez 2009, Winters & Weitz-Shapiro 2013, 

Klaĝsnja2016)

Å Other work suggests that the electoral retribution of corrupt behavior in 

office is rather mild (see Golden 2010)

Å Alternative theory I: is there a publication bias?

Å Alternative theory II: Healy & Malhotra (2013, p. 289) suggest that 

retrospective voting can be considered a four-step process



The Electoral Consequences of Corruption

Å Information acquisition, blame attribution, and behavioral response



Information Acquisition

Å Informational asymmetries exist: how do voters get informed about 

corruption?  

Å Klasnja et al. (2016) distinguish between: direct experience and indirect 

perception (i.e. media)

Å Some studies suggest that the lack of electoral punishment of corruption is 

mostly a function of the quantity of information available to voters (E.g., 

Ferraz & Finan 2008)

Å E.g. 2: Chang et al. (2010) show that only in the 1992ï1994 legislature did 

corrupt legislators or candidates face a serious electoral penalty (higher 

media coverage)



Information Acquisition

Å Corruption Fatigue: Klasnja & Tucker (2013) compare experimental 

evidence from Sweden and Moldova and demonstrate that voters in 

Sweden, a low-corruption country, respond more to information about 

corruption than do voters in Moldova, a high-corruption country.

Å Credibility of the informational source: Winters & Weitz-Shapiro (2013) 

and Botero et al. (2015) 



The Electoral Consequences of Corruption

Å Information acquisition, blame attribution, and behavioral response



Causal Attribution

Å Voters also need to assign blame correctly.

Å Ingroups/Outgroups: People tend to make internal attributions for 

positive events or outcomes and make external attributions for negative 

events or outcome

1. Anduiza et al. (2013) highlights the importance of partisan in-groups. 

Survey experimental evidence from Spain, the authors find that the use of 

partisan labels affects votersô judgments of which act is considered to 

constitute corruption

2. However in contexts of high corruption: Konstantinidis & Xezonakis (2013) 

report survey experimental evidence from Greece to show that 

partisanship does not moderate the electoral punishment of corruption



Causal Attribution

Å Institutional complexity: political systems diffuse power among multiple 

actors obscuring lines of responsibility, making it difficult for voters to 

evaluate and sanction the government

Å Corruption at the local level tends to be severely punished at the ballot 

box, whereas the evidence at the national level is more conflicting

Å Also, citizens trust more local than national politicians



The Electoral Consequences of Corruption

Å Information acquisition, blame attribution, and behavioral response



Behavioral Response

Å When voters are sufficiently informed about corruption and assign causal 

responsibility correctly, they have several behavioral options: switching, 

abstaining, or sticking to their previous vote

Å Only when other parties perceived as credible and clean alternatives exist 

can voters punish corruption by switching

1. Schleiter & Voznaya (2016) argue that party system competitiveness

plays a critical role in conditioning the electoral punishment of corruption: 

evidence from 70 democracies

2. Bagenholm & Charron (2015): voters who place themselves on the 

extremes of the ideological spectrum, and thus consider fewer parties as 

viable, are more likely to neglect corruption



Behavioral Response

Å Corruption is negatively associated with turnout (not obvious!)

Å This finding is demonstrated by evidence from Latin America (McCann & 

Dominguez 1998, Davis et al. 2004) and Eastern Europe (Slomczynski & 

Shabad 2012) and has been replicated in a large-scale cross-country 

analysis including 70 different democracies (Stockemer et al. 2012)

Å Vote-buying



Behavioral Response

Å Strategic Voting:  Eggers (2014), who shows that voter willingness to 

punish UK Members of Parliament implicated in an expenses scandal was 

lower in marginal districts

Å In-group considerations: Banerjee & Pande (2007), theoretical model to 

suggest that as a society becomes more ethnically polarized, corrupt 

activities of candidates of the same ethnic group are less likely to be 

punished electorally

Å Solaz et al. (2017): lab experiment in Spain. Priming group identities of 

both voters and candidates reduces the electoral punishment of corruption 

even when clean alternatives exist and voters are fully informed



Ferraz and Finan (2008)

Å In May 2003 the government of Luiz Inacio Lula da Silva started an 

anticorruption program based on the random auditing of municipal 

governmentsô expenditures

Å The program, which is implemented through the Controladoria Geral da 

Uniao (CGU) aims at discouraging misuse of public funds  among public 

administrators and fostering civil society participation in the control of 

public expenditures

Å To help meet these objectives, a summary of the main findings from each 

municipality audited is posted on the Internet and released to the media



Framework

Å 50 and later 60 municipalities per lottery (randomly), from a sample of all 

Brazilian municipalities with less than 450,000 inhabitants

Å The CGU gathers information on all federal funds transferred to the 

municipal government (highly paid bureaucrats)

Å After ten days of inspections, a detailed report describing all the 

irregularities found is submitted to the central CGU office  

Å Anecdotal evidence suggests that the information from the audits reached 

voters



Framework

Å Local governments receive, on average, $35 billion per year from the 

federal government to provide a significant share of public services in the 

areas of education, health, transportation, and local infrastructure

Å Mayors are directly elected and they have a two term limit: over 73 per 

cent of mayors run for reelection (only 40 percent of mayors have been 

reelected)







Data

Å 669 municipalities that were randomly selected across the first thirteen 

lotteries.

Å 373 municipalities with first-term mayors who were eligible for reelection. 

Å Most corruption schemes used by local politicians to appropriate resources 

are based on a combination of frauds in procurements, the use of fake 

receipts or ñphantomò firms, and over-invoicing the value of products or 

services

Å Data on Political, Social and Economic city outcomes



Example

Å In Sao Francisco do Conde, Bahia, the firm Mazda was contracted, without 

a public call for bids, to build nine kilometers of a road

Å Estimated cost R$1 million, based on similar constructions

Å Real cost: R$5 million

Å The firm did not have any experience with construction and had 

subcontracted another firm for R$1.8 million to do the construction. Hence, 

the project was overpaid by more than R$3 million

Å It was later found that the firm Mazda gave an apartment to the mayor and 

his family valued at R$600,000









Data

Å The ideal experiment: audit municipalities to record corruption and release 

this information in a random subset of municipalities: clearly unethical! 



Estimation

Å Where E denotes the electoral performance of an incumbent mayor eligible 

for reelection in municipality m and state s

Å A is an indicator for whether the municipality was audited prior to October 

2004 elections 

Å C is the number of corrupt irregularities found in the municipality

Å ɓ2estimates the causal impact of the policy, conditional on the 

municipalityôs level of corruption








